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BVI: Introduction of Registration
Regime for Closed-Ended Funds

On 31 December 2019, the British Virgin Islands government enacted the Securities and Investment Business (Amendment) Act, 2019 and the 
Private Investment Funds Regulations, 2019 (together, the “Law”). On the same day, the British Virgin Islands Financial Services Commission (the 
“FSC”) published the Private Investment Funds Regime Guidelines and the Fund Safekeeping Arrangements Guidelines (the “Guidelines”). This 
advisory summarises the key features of the Law and the Guidelines and their likely impact on closed-ended funds and their managers. 

While the publication of the Law and the Guidelines have answered certain of the key questions that we identified when the consultation draft of 
the Law was published, there remain areas where further guidance is anticipated. As any of the matters discussed in this advisory develop in the 
coming months, we will publish additional advisories and guidance.

Private funds have until 1 July 2020 to complete their initial registration (whether new funds or existing ones).

Which funds does this apply to?
In summary: Closed-ended fund vehicles, which encompasses most private equity, infrastructure and real estate funds, will be required to register 
under the regime introduced by the Law, and will be subject to the ongoing requirements it contains.

The Law applies to ‘private investment funds’, which means any vehicle (which for these purposes are any company, unit trust or partnership) 
which: (a) collects and pools investor funds for the purpose of collective investment and diversification of portfolio risk; and (b) issues fund interests 
which entitle the holder to receive an amount computed by reference to the value of a proportionate interest in the whole or in a part of the net 
assets of the vehicle. 

The exact scope of the Law is expected to be clarified in further rules and/or guidance issued by the FSC in due course, and we expect a series of 
non-fund arrangements to be exempted from the Law.

In addition, funds with a single investor will be out of scope of the requirements, as they do not involve pooling of investor funds. 

Although the primary focus of the Law is on British Virgin Islands vehicles, private investment funds that are incorporated or established outside 
of the British Virgin Islands but which solicit an individual within the British Virgin Islands to subscribe for, or purchase, any of its fund interests 
would also fall within the scope of the Law. 
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The Law does not affect funds registered as ‘mutual funds’ under the Securities and Investment Business Act, 2010 (“SIBA”), which encompasses 
open-ended hedge fund structures. SIBA will continue to govern the regulation of these structures.

The key features of the Law and their practical impact
In summary: The Law requires private investment funds to register with the FSC. Private investment funds will also be subject to requirements in 
relation to audit, valuation and safekeeping of assets. In practice we expect most managers will be able to satisfy these obligations with minimal 
impact on their existing operational setup, by way of additional disclosures to investors.

Initial registration

For existing private funds and any that launch before 1 July 2020, the initial registration must be completed by 1 July 2020.

To be eligible to be recognised as a “private investment fund”, the following eligibility criteria must be satisfied:

i. the fund must be lawfully incorporated, registered, formed or organised (whether in the British Virgin Islands or elsewhere);

ii. the fund’s constitutional documents must specify that:

a. the fund is not authorised to have more than 50 investors; or

b. an invitation to subscribe for or purchase, fund interests issued by the fund must be made on a private basis only; or

c. the fund interest shall be issued only to “professional investors” (see definition below), with an initial investment of each professional 
investor, other than an exempted investor, not being less than US$100,000.

iii. the fund must satisfy such other criteria as may be specified for recognition of a private investment fund in the Law;

iv. the fund will, on being recognised, be in compliance with the Law and the Guidelines; and

v. recognising the fund as a private investment fund is not against the public interest.

The term “professional investor” means a person:

a. whose ordinary business involves, whether for that person’s own account or the account of others, the acquisition or disposal of property of 
the same kind as the property, or a substantial part of the property, of the fund; or 

b. who has signed a declaration that he, whether individually or jointly with his spouse, has net worth in excess of US$1,000,000 or its equivalent 

in any other currency, and that he consents to being treated as a professional investor.

As part of the application process, private investment funds will be required to have at all times an “authorised representative” in the British Virgin 
Islands. It is expected that this role will be fulfilled by the fund’s registered agent in the British Virgin Islands. 

Following 1 July 2020, a new private investment fund will be required to submit an application for recognition as a “private investment fund” 
within 14 days of commencing business. Prior to receiving their certificate of recognition, a new fund may operate as such for a period not 
exceeding 21 days - during this intervening 21 day period they will be deemed to have been recognised as a “private investment fund”.

An application fee of US$700 will be payable to the FSC upon submission of the application for recognition as a private investment fund. In 
addition, an initial license fee of US$1,000 is payable upon recognition being granted by the FSC (if recognition is granted after 30 June, the license 
fee is lowered to US$500). 

Practical impact: The registration application will become part of the launch process for private investment funds, and will be handled primarily by 
Walkers as British Virgin Islands counsel. 
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Ongoing obligations: Fees and Filings

Private investment funds will be required to pay an annual fee of US$1,000 by 31 March in each year.

Private investment funds need to provide notification to the FSC within 14 days of certain key changes (i.e. change of director; material changes 
to the fund’s business; amendments to constitutional or fund offering documents; amendments to the fund’s valuation policy etc.). 

These are similar to the existing obligations on FSC-registered hedge funds. 

Practical impact: Annual fees to the FSC will be paid on the fund’s behalf by its registered office in the same way as annual registration fees are 
currently paid. Updates to the FSC in respect of changes would generally be performed by Walkers as British Virgin Islands counsel to the fund.

Ongoing obligations: Audit

Private investment funds will be required to have their accounts audited annually by an auditor (though the fund can apply for an exemption in 
certain circumstances). There is no requirement for the auditor of a private investment fund to be based in the British Virgin Islands. 

The audit will need to be filed with the FSC within six months of the end of the financial year to which it relates (though the fund can apply for 
an extension if necessary).

The accounts must be prepared in accordance with the International Financial Reporting Standards or the generally accepted accounting principles 
of the United Kingdom, the United States of America, Canada or such other equivalent internationally recognised and generally accepted ac-
counting standards, and the audit must be carried out in accordance with the International Standards on Auditing, the generally accepted audit-
ing standards of the United States of America,  International Standards on Auditing of the United Kingdom, Hong Kong Standards on Auditing, 
Canadian Auditing Standards or such other recognised international auditing standards as may be approved by the FSC.  

Unlike FSC-registered hedge funds, there is no requirement to submit an annual return each year to the FSC. 

Ongoing obligations: Valuation and Safekeeping 

Private investment funds will be required to maintain a clear and comprehensive policy for the valuation of fund property, which must be followed 
by the “appointed person” responsible for the valuation of fund property. The valuation policy and procedures of a private investment fund shall:

a. be appropriate for the nature, size, complexity, structure and diversity of the fund and fund property; 

b. be consistent with the provisions concerning valuation contained in its constitutional documents and offering document or term sheet;

c. require valuations to be undertaken at least on an annual basis;

d. include procedures for preparing reports on the valuation of fund property; and

e. specify the mechanisms in place for disseminating valuation information and reports to investors.

In addition, private investment funds must have at all times an “appointed person” responsible for undertaking the safekeeping of the fund’s 
property, including the segregation of fund property. 

An “appointed person” may be:

a. a person licensed by the FSC or a regulatory authority in a recognised jurisdiction to perform the specified functions;

b. an independent third party with experience in performing the specified functions; or

c. a director, partner or trustee of the private investment fund.
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There is no requirement for the appointment of a fund administrator or a fund custodian. 

In practice: We expect most private equity managers will avail of the ability to conduct these functions internally, to the extent required. Fund 
offering documents may require additional language to disclose  potential conflicts of interest (to the extent not already covered). 

The FSC’s additional supervisory and enforcement powers
The Law extends the FSC’s existing regulatory powers (already applicable to hedge funds) to private investment funds. The FSC may require a 
private investment fund to provide specified information or information of a specified description or to produce specified documents or documents 
of a specified description, if such disclosure is reasonably required for the purpose of discharging the FSC’s function or ensuring compliance 
with any financial services legislation.  The FSC may impose conditions on the fund’s certificate of recognition.  In addition, the FSC may take 
enforcement action against the fund (which may include revocation or suspension of the fund’s certificate of recognition).The operative provisions 
of the Law are supported by penalties on funds and, in some cases, their operators that fail to comply. 

Background to the Law
In October 2019, the British Virgin Islands government announced its intention to modernise funds regulation in the British Virgin Islands, by 
introducing a registration regime for closed-ended funds. 

This initiative arose from an ongoing dialogue the European Union has been conducting with many jurisdictions to ensure they meet EU 
requirements in respect of good governance. The EU recognises the British Virgin Islands as a leading jurisdiction for investment funds and it is 
therefore unsurprising that they have focused on the British Virgin Islands’ investment fund regulatory framework.  Bermuda, the Cayman Islands 
and the Bahamas will also be required to implement similar regulatory frameworks.  

To ensure that the British Virgin Islands was not considered to be facilitating offshore structures which attract profits without real economic activity, 
in 2018 and 2019 the British Virgin Islands adopted a series of measures to introduce ‘economic substance’ legislation. These measures were 
modelled on OECD best practices for combatting ‘base erosion’ – i.e. the use of lawful tax structures to reduce taxable profits in a jurisdiction. 

The economic substance legislation introduced so far has not directly impacted investment funds (indeed, investment funds were expressly out 
of its scope), and the EU Council has long acknowledged that the activities of investment funds (‘collective investment vehicles’, in the EU’s 
terminology) are of a different nature from pure equity holding companies, intellectual property holding companies and similar entities that may 
pose base erosion concerns. 

In May 2019, the EU issued technical guidance on the specific economic substance requirements for investment funds, which draws on concepts 
introduced in the EU’s AIFMD. These requirements fall into four groups (termed the ‘four pillars’ in EU publications): (i) authorisation or registration 
of fund vehicles, (ii) supervision and enforcement of rules, (iii) robust valuation, accounting and auditing requirements and (iv) depositary 
requirements. 

While the British Virgin Islands has long had a regulatory regime for open-ended funds that requires (among other things) hedge funds and other 
vehicles that permit redemptions/withdrawals to register with the FSC, closed-ended funds have not thus far required registration. The new regime 
will ensure that the British Virgin Islands remains an offshore financial centre of choice for fund managers seeking to do business in Europe, and 
supports the British Virgin Islands’ broader aim of adopting global standards in areas such as anti-money laundering and economic substance. 
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Disclaimer
The information contained in this advisory is necessarily brief and general in nature and does not constitute legal or taxation advice.  Appropriate legal or other professional advice should be sought for any specific matter.

Contacts
For more information, please speak with your usual contact at Walkers or with any of the following members of Walkers Investment Funds Group: 

Oliver Bell
Partner - Cayman Islands
T: +1 345 814 6856
E: oliver.bell@walkersglobal.com

Patrick Ormond
Partner
T: +1 284 852 2260
E: patrick.ormond@walkersglobal.com

Daniel Wood
Partner - Dubai
T: +971 4 363 7912
E: daniel.wood@walkersglobal.com

Thomas Granger
Partner - Singapore
T: +65 6603 1694
E: thomas.granger@walkersglobal.com

Ashley Gunning
Partner - Cayman Islands
T: +1 345 914 4251
E: ashley.gunning@walkersglobal.com

Mark Cummings
Partner - Hong Kong
T: +852 2596 3316
E: mark.cummings@walkersglobal.com

Hughie Wong
Partner - London
T: +44 (0)20 7220 4982
E: hughie.wong@walkersglobal.com
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