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UK fund governance changes: 
trouble ahead?
There are going to be an awful lot of changes to the governance of UK asset 
management groups over the coming months. 2019 could well turn out to be 
a tumultuous year. 

What is about to happen may well spread from the UK’s 190 AFMs (Authorised 
Fund Managers) onto the alternative side of the industry. The FCA has said that 
the disclosure of costs and charges by alternative asset managers – principally 
hedge funds and private equity managers – is ‘particularly opaque’. Lack of 
disclosure and charges were the principal reasons that the FCA has brought in 
its new independent director rules for AFMs.

UK asset managers are required to have at least two independent directors 
on their boards by September 30. Who is being selected? And what will they 
achieve?

Prior to the FCA’s changes just 11% of UK asset managers had independents 
on their boards. By this autumn at least 25% of these boards will have to be 
made up by independents, with a minimum of two of them per board. (By 
comparison, regulated funds in the US are required to have a minimum of 
40% of independents on their boards.) Continued on page 10 >>

End of the rubber-stamp era
New substance rules have profound consequences  
offshore directors

Prior to the market crisis relatively little was expected of what is the governing 
body of an offshore fund, its board of directors. The market crisis, Madoff, 
Weavering and various other similar scandals brought offshore directors 
into the limelight. These events also did a lot to bring what some called the 
rubber-stamping era of offshore fund governance to an end. 

But the market crisis didn’t end the rubber-stamp era completely. And it 
might even have begun to creep back in. The NED has heard of US based 
managers complaining that their independent directors in Cayman have been 
‘difficult’ and so should be replaced. 

It would appear that the recent bull run has made it more difficult for some 
directors to challenge managers. When times are good and the returns are 
healthy there usually isn’t much reason to rock the boat or cause problems. 
Memories are short. Continued on page 13 >
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