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Guernsey fund structures have long been a popular
choice for global investors. For African fund
managers, there are compelling reasons to use
a Guernsey fund - including time to launch,
cost to establish and maintain, the
practicality of closely aligned time zones.
This note sets out two of the most common
use-cases: the first relates to outboud investment
and international expansion, whilst the second
relates to inbound investment in illiquid assets.
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outbound investment / international expansion: the class b fund
For (South) African fund managers, there is a point in their growth journey where they need
a global footprint. This is both to meet the demands of domestic clients who want to
place some of their investments via a global financial centre, as well as part of a broader plan
to capture international investors who are interested in their strategy and performance
but have no interest to invest into a (South) African-domiciled vehicle.
Managers will often explore a UCITs product to solve this issue. This can be a costly
and time-consuming process, both in terms of setup and on an onging basis.
A faster, simpler, and more cost-effective approach is to establish a Class B Fund in Guernsey, which is
the third-most prevalent type of international fund registered for sale in South Africa by the Financial
Sector Conduct Authority under section 65 of the Collective Investment Scheme as Control Act.
A Class B Fund is commonly established as a protected cell company (PCC), providing the manager
with the flexibility of their own platform to launch separate funds with different strategies (in some
cases with different investment management firms) and achieve further economies of scale.

Figure 1: Typical structure of a Class B Fund established as a PCC
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*can be Guernsey-based or, for example, direct appointment of an SA-regulated fund manager.
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inbound investment: the private investment fund (PIF)
Africa offers exciting growth opportunities. These are particularly interesting for international investors
searching for growth, particularly in relation to venture capital, private equity and infrastructure strategies.
Guernsey has a long track-record in providing a stable, globally-recognised and flexible regime for private
equity, venture capital and infrastructure funds. Guernsey houses more than 800 investment funds
from well-establishezd investment managers to boutique managers. Managers have a global footprint
with representation including UK, USA, Switzerland and South Africa with a diverse range of strategies.
In a time zone more closely aligned to the region, Guernsey also offers practicality that is especially
important for time-sensitive transactions in these sectors while still enabling access to many key
international markets. Guernsey is also home to many funds invested in by Development
Finance Institutions, often cornerstone investors to many African-investing funds.
One of the most popular choices for these structures is the Private Investment Fund (PIF), which offers
incredible flexibility and speed (one-day turnaround by the Guernsey Financial Services Commission).
A PIF is limited to 50 investors (rarely an issue for these funds, which typically accommodate
a limited number of investors). For more information about the PIF, see our website.
The PIF is a great way for an African manager to access international institutional investors and raise
capital for their African strategies. Whilst Mauritius has often been considered a natural fit for access
to its treaty networks, the combination of a PIF with an SA Headquarter Company beneath also
offers an attractive alternative.***

Figure 2: Typical structure of a PIF established as a Limited Partnership
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** Guernsey-based, and can appoint advisor in another jurisdiction.
*** See breakout box for structuring option using a SA Headquartered company
as subsidiary of the fund for tax efficient investing across much of Africa.
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the sa headquartered company

type of income

treatment

Worldwide Income

Subject to SA world-wide receipts and accruals at 27%, subject
to the provisions of an aplication Double Tax Aggrement.

Dividends

No SA dividends withholding tax on distributions by the HQ company.
Dividends from foreign subsidiaries in which HQ Company holds at
least 10% of equities shares and voting rights are exempt from tax.

Interest

No SA interest withholding tax on cross-border intragroup loans.

Royalties

No SA royalty withholding tax on cross-border intragroup loans.

Disposal of Assets

Disposals of participating holdings by HQ
company are not subject to Capital Gains Tax.
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some other highlights include:

Full access to SA’s DTA network
(23 DTAs with African countries).

SA’s transfer pricing provisions do not apply to
cross-border (i) intra-group financial assistance;
and (ii) licensing of IP, involving the HQ Company.

SA’s Controlled Foreign Company (CFC)
provisions do not find application to HQ.

The HQ Company can elect a functional
currency other than the Rand.

The HQ Company is not subject
to SA’s exchange controls.
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Guernsey Finance would like to thank Collas Crill
and Werksmans for contributing towards this note.
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