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world, is having to grapple with the impact 
of EU rule-making on some of its core 
businesses.

At the centre of concerns is the Directive 
on Alternative Investment Fund Managers, 
whose first draft threw offshore fund 
jurisdictions into a spin when it was unveiled 
last April. The original proposal appeared 
to put non-EU managers and funds at a 
significant disadvantage compared with 
their counterparts based within the union, 
although since then a more sanguine view 
has emerged that the Channel Islands 
should be comfortably capable of satisfying 
any demands made on outside jurisdictions 
in order to be recognised as “equivalent”.

In addition, there is growing confidence 
that the directive may well see significant 
revision during the legislative process, 
removing or softening some of the aspects 
that caused particular alarm among both 

In a new world where offshore financial 
centres are being called upon to adopt a 
wide range of regulatory and transparency 
standards in order to continue to access 
investment and other financial services 
business in onshore markets, members of 
Guernsey’s private equity industry remain 
convinced that the island will retain its 
appeal to global investment houses that have 
long gravitated toward its legal environment, 
professional expertise and extensive 
experience of the sector.

Until now the island’s political status 
outside the European Union has been 
appreciated by fund promoters happy 
to escape what some see as the bloc’s 
over-prescriptive approach to regulation, 
particularly in financial areas. But right 
now Guernsey, along with fellow crown 
dependencies Jersey and the Isle of Man 
as well as offshore centres elsewhere in the 

Guernsey ready to 
adapt to maintain 

private equity appeal
By Simon Gray
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The AIFM directive 
and beyond

By Joe truelove

This year the private equity industry in 
Guernsey has been preoccupied to a 
lesser or greater degree by prospect of 
the European Union’s proposed Directive 
on Alternative Investment Fund Managers. 
While private equity firms and their service 
providers have a range of issues with the 
first draft of the directive published in April, 
there is now confidence that whatever new 
requirements are imposed upon Guernsey 
by the legislation, it is a test the island is 
capable of passing.

One of the key aspects of the current 
draft of the directive to which investment 
firms and the associations that represent 
them object is the disclosure of significant 
holdings. This would put private equity 
houses at a competitive disadvantage to 
other types of investor that would not have 
to disclose their holdings, for instance if a 
private equity house were trying to build up 
a position in a company.

A second issue is that the amount of 
disclosure required in offering memorandums 
for private equity funds would be increased. 
This would bring no real additional value 
to investors, which are predominantly 
institutions with more than GBP10m to invest 
as opposed to retail investors that might 
need risk factors explained at great length. 
These institutions already appreciate that the 
value of investments may go down as well 
as up, and that liquidity issues arise from 
investing in private equity funds.

In any case, it may be very difficult to 
announce in advance what investments a 
new private equity fund might make, given 
that private equity houses are opportunistic 
in taking advantage of market conditions to 
buy assets they believe are undervalued. 
Increased disclosure will mean longer offering 
memorandums, represent an added cost 
burden ultimately borne by the investors, and 

may prevent funds being launched with the 
timeliness sought by their promoters. Since 
most investors don’t read all the documents, 
the only clear beneficiaries will be the lawyers 
that draft them.

A third issue is the requirement for private 
equity funds to have an EU-recognised 
custodian. While a custodian is customary 
for a fund trading in listed securities, 
historically private equity funds operate 
with a limited partnership structure and 
are typically closed-ended, and there’s 
not typically a requirement for them to 
have a custodian. This requirement seems 
symptomatic of the one-size-fits-all nature of 
the directive as originally drafted. What value 
will it add to appoint a bank as custodian, 
bringing an extra layer of bureaucracy and 
cost, when historically institutions have been 
quite happy to invest without that additional 
safeguard in place?

The European Private Equity & Venture 
Capital Association has urged European 
Parliament members to consider these and 
other points during their consideration of 
the proposed directive. While the EVCA 
accepts the objectives of the legislation, 
to control systemic risks and enhance 
investor protection, it believes that in order 
to be appropriate and fair, the rules should 
be based on the benefits associated with 
different forms of alternative investment and 
proportionate to the risk they present.

The Guernsey industry has had several 
months to reflect on the likely impact of the 
directive and we have no concern that there 
is anything in it that we can’t comply with 
– given our ability over the years to meet 
outside scrutiny and additional regulatory 
burdens when required – but we don’t 
necessarily believe the proposed legislation 
adds any value to limited partners of private 
equity funds. n

Joe Truelove is head of 
business development for 
corporate clients at Kleinwort 
Benson in Guernsey
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3 outside jurisdictions and managers of 
alternative funds. Any new version of the 
legislation is likely to incorporate much more 
input from the fund sectors affected than 
did the original, which is widely viewed as 
having been rushed out to meet political 
imperatives.

But a fresh complication for the crown 
dependencies, and probably other offshore 
centres, has arisen since the UK government 
confirmed to the three territories in mid-
October that at least some EU member 
states are unhappy about their so-called 
‘zero-10’ corporate tax regimes, introduced 
over the past three years to eliminate any 
discrimination between the way domestic 
and international companies are taxed. 
Because the systems mean that the income 
tax rate for most companies is zero, the EU 
members are now arguing that the regimes 
are “predatory” and breach at least the 
spirit if not the letter of the union’s Code of 
Conduct on Business Taxation.

The Code of Conduct, a political 
declaration rather than a legally binding rule, 
was unveiled by the EU in 1997 and was 
designed to end more than 60 tax measures 
eventually identified in member states and 
their dependent territories that were deemed 
to constitute harmful tax competition. 
The code notably targeted 26 measures 
implemented in EU dependent territories 
and Gibraltar, an associate member of the 
union, including tax benefits reserved for 
non-residents and businesses outside the 
domestic economy, and notably tax-exempt 
status for international companies.

The crown dependencies responded 
by eliminating the differential treatment 
of domestic and international companies 
through a single standard zero rate of 
corporate taxation for all companies, local 
and international (bar certain types of 
company, such as banks and utilities, that 
would pay a rate of between 10 or 20 per 
cent). This elegant solution allowed offshore 
financial centres to offer an attractive 
tax regime and was initially grudgingly 
accepted by EU members and the European 
Commission as removing the “harmful” 
element of their tax regimes. But now at 
least some countries have changed their 
minds and are insisting that a zero standard 
corporate tax rate is a predatory measure 

that deprives EU members of revenues.
Recognising which way the wind is 

blowing, the crown dependencies have 
decided to work together to revise their tax 
regimes in a way that will satisfy the EU and 
that will not offer tax arbitrage between them. 
Says Guernsey’s chief minister Lyndon Trott: 
“Our zero-10 strategy was always intended to 
be a multi-stage process, to ensure that our 
tax revenues are sufficiently sustainable in 
the light of changing economic uncertainties.

“As a result of the changes in international 
attitudes, the terms of consultation on this 
issue will be broader than had previously 
been envisaged, and will aim, working 
with the UK and other EU member states, 
to ensure that our fiscal regime remains 
competitive and within international 
standards.”

In theory this move, which seemingly 
spells the end for the zero-10 approach 
and will mean financial services and other 
companies paying at least some corporate 
income tax in the future, could discourage 
international business that was attracted 
to the island by the zero rate. However, 
Guernsey officials believe that working in 
lockstep with the other crown dependencies 
will minimise the impact on international 
competitiveness, and that the changes will 
also offer companies greater certainty over 
the future stability of the island’s tax regime.

Says Peter Niven, chief executive of 
Guernsey Finance, the promotional agency 
for the island’s finance industry: “The 
Guernsey government is reviewing this 
strategy in conjunction with the other crown 
dependencies with a view to delivering 
corporate tax regimes broadly similar to each 
other that remain competitive, yet also within 
international standards.

“We are acutely aware that businesses 
and their clients require certainty and 
are reassured that the government have 
indicated that they intend to move as 
speedily as possible to agree a corporate 
tax regime that is sustainable for the future. 
Early indications from our financial services 
and business community appear to support 
the approach outlined by the government 
and we look forward to seeing progress in 
the coming weeks and months.”

In truth, a resumption of corporate taxation 
will help to resolve a growing dilemma for the 
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Guernsey Finance’s Peter 
Niven: “Pundits may talk about 
a death knell for Guernsey, but 
we’ve heard it before”
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Guernsey government, which initially hoped 
that the shortfall in tax revenues resulting 
from the zero rate would be compensated 
by rising levels of income from corporate 
fees and charges as well as personal and 
indirect taxation. This calculation has been 
confounded by the decline in new business 
over the past two years resulting from the 
global environment, leaving officials looking 
for ways to plug the gap.

The need to satisfy the EU on corporate 
tax is all the more important in the light of 
efforts by Guernsey and others to persuade 
the union to amend the alternative fund 
managers directive. Says Niven: “The way 
the directive was written was very narrow 
and from a Ucits point of view, which is what 
the Europeans are used to. However, we 
are working with Jersey, onshore financial 
centres such as Dublin and the City of 
London, and talking with the UK government 
and directly with the Swedish presidency 
of the EU, with the European Parliament’s 
rapporteur and shadow rapporteur for the 
directive, and even with the French to put 
our case forward. From the soundings I’m 
getting, we are having an effect.”

Joe Truelove, head of business 
development for corporate clients at 
Kleinwort Benson in Guernsey, believes that 
a key initial concern about the directive, 
the proposal for a three-year waiting period 
before outside jurisdictions can be accepted 
as “equivalent” in regulation and tax 
compliance, allowing its funds and managers 
to benefit from the directive’s provisions for 
marketing within the EU, should not be a 
problem for Guernsey.

“We don’t believe there is anything in 
the directive that we can’t comply with,” he 
says. “We have always dealt with additional 
burdens and regulations when they are 
imposed on us, and we always will. We are 
a high-quality jurisdiction with appropriate 
regulation – without being over-regulated – 
and we’ve always met any outside regulatory 
prescriptions without difficulty.” 

Truelove points out that up to now 
Guernsey funds have not needed an EU 
‘passport’ enabling them to be marketed 
throughout Europe to retail investors, 
because they are typically distributed through 
private placement to large institutions. “We 
see no reason why that shouldn’t continue,” 

he says. “Guernsey has always been a 
good home for private equity funds, and we 
expect to be able to meet the requirements 
of the legislation should all funds be 
captured under it and become an equivalent 
jurisdiction very quickly. If private placements 
can continue under the legislation, business 
will continue as normal for Guernsey.”

Darren Bacon, head of the Guernsey 
office of law firm Mourant du Feu & Jeune, is 
more cautious. He says: “We are somewhat 
dependent upon what happens between the 
French, the Germans and everybody else. 
We will have to react to whatever proposals 
are put into force. We will say we are very 
well regulated, but we will do whatever is 
required to make sure we comply.

“We may be outside the EU, but our 
major markets are London and Europe, so 
if there is any damage to London, Guernsey 
will suffer as a result. We hope we will be 
no worse off under the directive, but it’s 
difficult to predict what the outcome will be. 
It depends on the objective of the directive. 
Is it protectionist or anti-offshore? What is it 
trying to achieve?”

Niven believes that wiser counsel will 
prevail in Brussels and Strasbourg. “They do 
realise it’s been put together in haste and 
needs to be looked at differently,” he says. 
“Pundits may say this may be the death knell 
for Guernsey, but we’ve heard this before, for 
instance about the EU Savings Tax Directive. 
We worked with the EU on the savings 
directive and continue to do so. These are 
not stupid people – they understand cogent 
arguments and are prepared to compromise, 
which is all we can ask for.” n
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The past 12 months have seen a sharp 
fall in new private equity business coming 
to Guernsey and little transaction activity 
in either acquisitions or exits for existing 
funds. But for a fund services industry that 
little more than a year ago was struggling 
to accommodate the flood of new business 
beating a path to its door, the let-up in 
pressure is not an unqualified disaster, 
according to professionals on the island.

“When the economic maelstrom hit us 
and we started to see lower volumes, I 
told the industry this was an ideal time to 
take stock in a whole variety of areas, not 
least because the market had been frothy 
for many months if not years,” says Peter 
Niven, chief executive of promotional agency 
Guernsey Finance. “In some respects we 
could have been accused of overtrading in 

taking too much on and spreading ourselves 
too thinly, and risked losing our reputation 
for client service and satisfaction.”

“Now we have the respite to get ourselves 
back on track and prepare for when business 
really does come back, as I believe it will do. 
It won’t be tomorrow or next week, and it 
won’t be sudden – we’ll have a gradual return 
perhaps to the volumes we were seeing 
two or three years ago, but we’ll be better 
equipped to look after that business when it 
does start to come through.”

However, Niven believes this is also a 
good time to be out marketing Guernsey’s 
advantages and qualities. “Some of our 
competitors have gone into hibernation, 
cancelling events and keeping a relatively 
low profile, particularly in the UK,” he says. 
“We had a very successful event in London 

Service providers take 
stock as downturn 
offers pause for 

breath
By Simon Gray

induStRY



GUERNSEY Private Equity Wire Special Report Oct 2009 www.privateequitywire.co.uk | 11

recently, even though people told me we 
shouldn’t do it and there were too many 
imponderables, including the EU Alternative 
Investment Fund Managers directive beating 
down on us. However, I felt it was important 
to tell clients and potential clients that we 
were still here and looking for business, not 
just picking work up when it’s easy, being 
there to help clients through the difficult 
times as well.”

He is echoed by Ernst & Young partner 
Mike Bane, who says: “In some ways the 
timing of the downturn has been slightly 
felicitous, in that the volume of products and 
number of deals in the market were making 
life really difficult for administrators. This 
damping down of deal-related activity and 
new fund-raising has given people a chance 
to put their houses in order, strengthen 
disciplines and stabilise businesses. So I’m 
not sure that the downturn hasn’t been quite 
a good thing for the industry.”

There’s no escaping that the times have 
been difficult for the private equity industry in 
Guernsey over the past year to 18 months, 
although almost all firms are now seeing 
signs that business is reviving or is about to 
do so. There has been a small number of 
redundancies among administrators, notably 
the disappearance of 50 jobs as a result 
of a restructuring of HSBC’s fund services 
operations in Europe, but Niven notes that 
even with the heat coming out of the market, 
there is no shortage of new opportunities for 
skilled and experienced staff.

Generally speaking, life in the downturn 
has been kinder to administrators with an 
established book of business than the large 
number of new entrants to the market over 
the past two or three years, which have 
included firms based in other jurisdictions, 
spin-offs from larger service providers and 
trust companies looking to extend their 
range of services to fund administration.

“Over the past 12 months activity has fallen 
dramatically, but in the past few months it has 
started to increase again,” says Barry McClay, 
operations director in Guernsey with specialist 
private equity fund administrator Ipes. “We 
have seen various changes with some of 
our clients. Investment activity levels dropped 
away in the first half of this year, but picked 
over the summer, which is normally the quiet 
period.

“From a new business point of view we 
have still managed to win as many new clients 
in 2009 as we did last year, but getting them 
to a closing is taking longer. We’ve had 18 
new funds launched over the past 12 months, 
although six of them will probably not do 
anything this year, which is a huge difference 
from the past.”

However, McClay cautions that some of 
the smaller and less established firms may 
be having more difficulty. “Some competitors 
have struggled to win new business this 
year,” he says. “The biggest plus for Ipes is 
that during the crisis we’re still getting word 
of mouth referrals. Private equity managers 
want to go with a company with a bigger 
name rather than niche providers, and we’ve 
benefited from having been in Guernsey for 
11 years.”

Joe Truelove, head of business 
development for corporate clients with 
Kleinwort Benson, is also seeing signs of 
life. “The first half of 2009 has been pretty 
quiet in terms of new fund launches for us, 
which reflects the volume of new business 
in Guernsey as a whole, where there have 
been many fewer launches than during the 
previous 12 months,” he says. “Just before 
the summer break, however, we experienced 
a surge in new business enquiries for fund 
administration and custody.

“We have a number of fund launches in 
progress, some of which have been waiting 
some time for market conditions to improve, 
but there has also been consolidation within 
the industry. Some managers are moving 
business from one administrator or custodian 
(where required) to another.”

David Bailey, managing partner of Augentius 
Fund Administration, says his firm has seen a 
reasonable pick-up in business since March, 
but notes that much of it has been won 
from other administrators. “Quite a number 
of those pieces of new business have been 
transferred to us from other administrators, 
particularly some of the large US banks. That’s 
predominantly because we provide a very 
high-level tailor-made service rather than a 
mass production approach. We put in place 
service level agreements with every client and 
monitor our service quality very carefully.

“What’s happening is that many private 
equity firms are quieter than they have been 
in the past, and finance directors and CFOs 

induStRY
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Ernst & Young partner 
Mike Bane: “Non-executive 
directors add a layer of cost 
but also a higher degree of 
credibility”
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Innovative funds are 
pointer for long term 

By darren Bacon

encouraging the development of expertise 
in an area that enjoys especially good 
prospects for long-term growth.

The jurisdiction’s reputation for expertise 
has also made it a jurisdiction of choice for 
new private equity firms, in many cases spin-
outs from well-established groups. Attracting 
financing and capital from investors is taking 
longer than in the past, but the level of 
new enquiries being received by Guernsey 
firms indicates that many fund promoters 
are looking to the longer term by preparing 
vehicles for launch as soon as conditions 
are propitious.

Firms with strong track records are 
optimistic about prospects in an industry 
where horizons are traditionally long-term, 
reaching beyond temporary fluctuations 
in the economic environment and market 
sentiment. For example, Mourant was 
recently involved in the establishment of PPF 
Partners, a joint venture between Generali 
and PPF that envisages raising as much as 
EUR5bn over the next three to five years.

The tricky market environment has 
encouraged a flight to quality in terms of 
service providers. Leading firms have been 
able to maintain their business levels and have 
also enjoyed greater stability in their workforce. 
The island’s administrators have long-term 
clients and long-term business structures, and 
will continue to thrive even if fee levels are 
under greater pressure than in the past.

For years Guernsey has attracted leading 
European private equity houses such as 
Alchemy, Terra Firma, Apax, EQT and 
Permira, which in recent years have been 
joined by top US firms including KKR and 
Apollo. The fact that this blue-chip client 
base is drawn to the island’s experience and 
expertise offers the best assurance of its 
long-term future as a private equity centre as 
the industry regains traction globally. n

Despite a difficult past 12 months for 
the private equity industry in Guernsey, 
characterised as elsewhere by depressed 
transaction volumes and limited capital-raising 
for new funds, there are signs aplenty that the 
island remains in favour with private equity 
houses thanks to its long track record and 
experienced staff, and that it will be a prime 
beneficiary once the recovery gathers full pace.

While uncertainties remain over the 
eventual shape of the European Union’s 
Directive on Alternative Investment Fund 
Managers, there is every reason to believe 
that Guernsey’s commitment to the highest 
standards of regulation and its embrace 
of the transparency required of alternative 
investments in today’s environment will 
enable it to meet whatever requirements the 
EU asks of third-party jurisdictions.

The island’s willingness to co-operate 
with other countries on issues such as 
the exchange of tax information was 
recognised in April when the Organization 
for Economic Co-operation and Development 
placed it immediately on its ‘white list’ of 
jurisdictions that had both accepted and 
were implementing internationally agreed 
standards, an assessment that left other 
financial centres both inside and outside the 
OECD scrambling to catch up.

The high standards embodied by 
Guernsey have helped it to continue to 
attract business even in the downbeat 
market, especially among promoters that 
have taken the opportunity to launch 
innovative products that capitalise on new 
ideas. Funds established in the island in 
recent months include vehicles investing 
in litigation funding, the media, sustainable 
and renewable technologies and timber, 
as well as a range of globally diverse 
infrastructure funds. In particular, the growth 
of environment-oriented investments are 
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have more time to think about the quality of 
all of their service providers. They may have 
put up with unsatisfactory fund administration 
during the times that they were busy, but 
now they are looking to see if this can be 
done better.”

Truelove adds: “Because conditions 
haven’t been very good for new launches 
and investment returns haven’t been very 
good either, managers have been looking at 
optimising returns from existing funds and 
reducing costs as another way of improving 
performance. Promoters have become more 
cost-conscious and fee-sensitive, and have 
had time to negotiate more keenly and obtain 
quotes from two or three other firms rather 
than just going to their existing provider. There 
are fewer funds around, so administrators have 
been keener to win the work and have greater 
capacity to take on more business.”

Some firms note that any provider 
whose revenues are directly tied to their 
assets under administration, rather than 
consisting at least in part of time-based 
fees, will have suffered particularly during 
the downturn. Says Niven: “Many firms, 
though not necessarily in Guernsey, work 
on an ad valorem fee basis, and with NAVs 
continuing to go south, their income streams 
are declining markedly. Fortunately we in 
Guernsey have a much larger spread of 
time-costed and fixed fees in addition to ad 
valorem fees, so the industry is not seeing 
as much pressure as elsewhere.”

He adds that some of the newcomers to 
the industry are rethinking their presence 
and suggests that this is not necessarily a 

bad thing. “We’ve seen a number of trust 
companies move into fund administration, 
but I sense that a number of them made 
the move too late,” he says. “They have 
looked at what the business is all about, and 
decided it isn’t really for them.

“They’ve made the decision to stick with 
what they know best: fiduciary business, 
private wealth, trusts and foundations. That’s 
probably a good thing. We still have strength 
in depth in terms of an extensive menu 
of options for promoters, but we haven’t 
got firms dabbling at the periphery that 
potentially could get you a poor name for 
service quality.”

Andrew Boyce, a partner in the corporate 
and finance group in Guernsey with law firm 
Carey Olsen, adds: “Some of the smaller 
administrators are starting to feel the pinch. 
Guernsey went through a phase as the 
industry got bigger and the larger firms like 
Northern Trust and Kleinwort Benson saw a 
lot of people spinning out to offer bespoke 
administration services. However, the smaller 
ones don’t have the existing client base 
behind them to be able to rely on annuity 
income.”

Law firms in Guernsey may have seen a 
temporary drop-off in new fund structuring 
business, but they have had plenty of other 
issues to keep them occupied. “We have 
had restructuring work and had enquiries 
from investors about what they can do to get 
themselves out of positions or investments,” 
says Darren Bacon, head of the Guernsey 
office of Mourant du Feu & Jeune.

“We’ve also been involved with some of the 
bigger listed permanent capital vehicles, many 
of which are trading at a very big discount to 
net asset value. In some cases activist and 
hostile shareholders have bought up positions 
at a very low price and sought to remove 
the boards and managers or to liquidate the 
funds. And a lot of entities are looking to their 
banks to refinance or renegotiate terms. Loan 
to value ratios, particularly for property funds, 
may have triggered thresholds in the original 
financing facilities when they are revalued, but 
so far we have not seen banks wanting to take 
control of the assets. Clearly they don’t want to 
take all of them onto their own books.”

Boyce has also seen a lot of restructuring 
activity, although he says the emergency 
steps taken when the crisis first hit have 
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execs have been useful to the industry in 
bringing independence to boards as well 
as experience that an administrator can’t 
necessarily provide.”

The private equity sector is waiting for 
Guernsey’s new limited partnerships law, 
revising legislation dating back to the mid-
1990s, which is due to be passed later this 
year but is fighting for legislative attention 
with other important measures. Says Boyce: 
“Our limited partnerships law is already 
very flexible, but the proposed amendments 
should increase its effectiveness. Carey 
Olsen has played an important role in 
shaping the legislation because the number 
of private equity funds we’ve created using 
limited partnerships has given us a good 
insight into the practical difficulties with the 
existing law.

The key changes, he says, shore up the 
safe harbour provisions for limited partners, 
clarifying and extending how much they 
can get involved in the business of the 
partnership. “With the credit crunch and 
the fallout from the likes of Madoff, limited 
partners are much more keyed up about 
what they want to be doing,” Boyce says. 
“Gone are the days of ‘Trust me and I’ll 
get you 25 per cent’ – today they are very 
involved in the investment process.

“The other bits are largely practical, such 
as the lifetime of the partnership and the 
registration requirements. The private equity 
industry in Guernsey took off in the early 
1990s and the early funds largely had 10-year 
lifespans, so a lot of them are coming to 
the end or using extension provisions that 
are raising slight issues with the practical 
workings of the law. The new legislation will 
take the opportunity to fix those.” n

tailed off and now restructuring is a more 
proactive process aimed at positioning 
funds for the new market environment. “One 
result of the credit crunch is that limited 
partners are looking at whether they want to 
honour their commitments, and we’re seeing 
restructuring of how their commitments may 
be called, including the introduction of caps 
on individual calls,” he says.

“So far this has been a reasonably 
friendly process, largely because the funds 
themselves are just sitting there and haven’t 
had to put their investors on the spot to 
stump up. For instance, some commitments 
are being made in the form of a loan 
note issue rather than an actual direct 
commitment.”

Says McClay: “Some of the more recently 
launched funds may be looking at their 
commitment sizes, but we haven’t seen an 
increase in defaulting investors, although we 
have see a significant increase in transfers of 
interests, often within institutions. In addition, 
agents have been able to help broker deals 
in the secondary market because an investor 
doesn’t want the stigma of default.”

Another trend that has probably 
been enhanced by the downturn, and 
the attendant focus on both corporate 
governance and tax domicile issues, 
is greater demand for high-quality non-
executive directors to sit on the boards 
of general partners. “This aims to provide 
appropriate decision-making weight offshore, 
whereas historically management of the 
general partner has been done through 
administrators,” Bane says.

“It is increasingly seen as important to 
have more non-execs, which adds a layer of 
costs but also a higher degree of credibility 
in terms of both mind and management and 
the tax position. This also reflects changes in 
the quoted world, where there has also been 
a switch from non-execs who were directors 
or employees of administration businesses 
or other functionaries in the industry.”

Truelove says: “With fewer fund launches 
and some funds wound up, the island’s 
non-executive directors also have more 
capacity. In addition, more people are 
entering the non-exec director market as 
they get toward the end of their careers and 
have been made redundant or decided to 
take semi-retirement. These kinds of non-
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