
Overview

With the passing of the Securities and Investment Business (Amendment) Act, 2019 (the “Amendment Act”), the 
British Virgin Islands (BVI) introduced a new regulatory regime applicable to most closed-ended funds. For more 
information please see our previous briefing note.

Most closed-ended funds will need to obtain approval as private investment funds (PIFs) from the BVI Financial 
Services Commission (FSC) in order to continue their fund business operations without interruption. The deadline 
for obtaining FSC approval as a PIF for closed-ended funds established before 2020, is 1st July 2020.  The FSC has 
made it clear in a recent statement that this deadline will not be extended.

Is my BVI Company or Limited Partnership a closed-ended fund that requires approval as a 
Private Investment Fund by the FSC?

The Amendment Act defines a closed-ended fund as: 

 “a company, partnership, unit trust or any other body that is incorporated, registered, formed or organised,  
 whether under the laws of the BVI or of any other country, which collects and pools investor funds for the  
 purpose of collective investment and diversification of portfolio risk; and 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 company, partnership, unit trust or other body.”

In practice there are good number of key features that would be typical for a closed-ended fund. Such indicators 
include, by way of example, the following:

 Investment Funds Documentation:
 A closed-ended fund would typically have a fairly detailed offering memorandum and subscription form  
 setting out all the relevant terms for the investment in the closed-ended and the method of calculating  
 its  net asset  value. The offering memorandum as well as the constitutional documents of a closed-ended  
 would clearly state that the investor has no right to redeem its investment at his request without the   
 approval of the directors of the closed-ended fund. The subscription agreement of a closed-ended fund  
 would also include a  lot of fund specific information.

 Multiple Share Classes: 
 A closed ended fund would typically have multiple classes of shares, including a class of voting shares for the  
 investment manager and at least one class of non-voting shares for investors.

 Outsourced Management: 
 A closed-ended fund would normally outsource its management of investments to a third party, and the third  
 party would typically have full discretion to invest on behalf of the closed-ended fund. Normally a closed- 
 ended fund would hold a number of different investments with a view to diversify the portfolio risk.

 Net Asset Value Calculation: 
 A closed-ended fund would normally issue shares at a price calculated with reference to the net asset   
 value of the fund and such calculation would usually be conducted on an ongoing basis by a third-party fund  
 administrator.
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There are a number of other features that would need to be considered for an assessment as to whether or not an 
entity falls under the definition of a PIF, for example the number of investors and investments.

How Can Hatstone Help You?

All closed ended funds will have to properly assess their structures in light of the Amendment Act and subsequent 
regulations and make sure to undertake all necessary steps to comply with this new regime during the transition 
period which ends 1st July 2020.

Hatstone is ready to assist you with legal, corporate and fund administration services to bring your closed-ended 
fund in line with these newly imposed requirements. We also advise on alternative solutions.
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NOTE ON THIS RELEASE 
The information contained in this client information release 
is intended as a general guide only. The contents are not 
intended as a substitute for formal legal advice and should 
be interpreted accordingly. Formal legal advice in all 
relevant areas should be sought before relying on any of the 
information contained in this release
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