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ermuda continues to pri-
oritise smart regulatory 
compliance measures 
which allow market par-

ticipants to compete internationally, 
while attracting new business to our 
jurisdiction. Engaging independent 
directors can be a value proposition 
in the start-up process. Skilled, pro-
fessional directors are able to reduce 
overall costs, mitigate risk, and pro-
vide valuable industry experience 
and insight. Here’s how:

First duty is to the company
Using a hedge fund example, an in-
dependent director’s first duty is 
to the fund – not to the manager. 
A non-executive director is able to 
ask challenging questions and en-
sure that an investment manager is 
keeping the company’s interests at 
the forefront. An independent direc-
tor can contribute constructive ide-
as like a reduction in management 
fees when appropriate or suggest-
ing consultation with a specialised 
service provider, when an executive 
director might hesitate. In the worst 
case, and detailed more specifically 
below, an experienced independent 
director may be more likely to take 
steps to move a company into liq-
uidation to ensure that remaining 
interests are maximised and distrib-
uted equitably.  

Don’t go with the flow
A recent working paper, “Powerful 
Independent Directors” © Kathy Fo-
gel, Suffolk University, Liping Ma, 
University of Texas at Dallas, and 
Randall Morck, University of Alberta, 

concluded that “shareholder val-
uations are economically and sta-
tistically positively correlated with 
independent directors’ power….We 
suggest that more powerful inde-
pendent directors constitute a more 
informed and credible alternative 
voice of dissent against a wayward 
CEO, and can thus more reliably 
interrupt “groupthink” in the full 
board or relevant board commit-
tee”. Translation? An independent 
director can have a more objective 
view on operations, and not so close 
of a relationship with other board 
members or investors, meaning the 
independent director may be more 
capable of properly filling her role 
without emotions, relationships, or 
personal financial interests blurring 
judgement.

Ge�ing the most bang for your 
board meeting buck
Regular board meetings might cyn-
ically be viewed as an expensive 
“rubber stamp” without meaningful 
deliberations. Independent direc-
tors do have the authority and ex-
pertise to make board meetings a 
worthwhile effort. Are all relevant 
service providers invited and repre-
sented?  Has meeting research been 
done ahead of time so stakeholders 
can hold robust, efficient discus-
sions on critical matters, implement 

decisions, and positively impact a 
company’s results and future busi-
ness path? For a fund, inviting all 
directors, the investment manag-
er, administrator, auditor and legal 
counsel, when needed, to be part 
of the same conversation is invalu-
able in ensuring there is transpar-
ency amongst the service providers 
and that pertinent issues are raised 
and appropriately addressed. These 
board meetings establish commu-
nication channels which benefit all 
stakeholders.

Regulatory and tech hot topics 
Entities organised in leading finan-
cial jurisdictions are obligated to 
consider regulatory frameworks 
presented by local governments, the 
IRS, and Common Reporting Stand-
ards (CRS) which are locally admin-
istered but are designed to follow 
the mandate of the Organisation of 
Economic Co-operation and Devel-
opment (OECD). Bermuda is also im-
pacted by the EU’s General Data Pro-
tection Regulation (GDPR) and the 
Personal Information Protection Act 
(PIPA). A knowledgeable independ-
ent director can add value by sharing 
his expertise as to what procedures, 
information, storage practices, dis-
closures, or new service providers 
may be required for consideration in 
order to meet legal and regulatory 
requirements. 

On the innovation side, it is useful 
to have a director on board who is 
conversant in tech themes which are 
currently being considered by many 
services firms and by the banking in-
dustry. Blockchain, cryptocurrency, 
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and robo-advisors are terms heard 
every day and a board member with 
an aptitude for tech themes may 
present useful insight into applica-
tion of financial technologies.

When the going gets tough
Because independent directors typ-
ically sit on a breadth of corporate 
boards, they bring invaluable per-
spective drawn from their experi-
ence guiding funds through com-
plete life cycles. This insight can be 
extremely valuable in the event that 
difficult or unexpected circumstanc-
es, like liquidity crunches or a high 
level of redemptions, arise. The di-
rectors will be familiar with all of the 
tools available to the fund (including 
gating, suspension, side pockets, in 
specie distribution) and what con-
siderations are required in deciding if 
and how to deploy them. The guid-
ance from these directors can be the 
difference between preservation of a 
fund’s value and a lengthy, litigious 
end resulting in total losses.

Third-party views
Potential investors want to be con-
fident an objective perspective is 
in place if, for example, non-arms-
length transactions are permitted 
and being considered by a compa-
ny. Independent directors are well- 
positioned to provide this perspec-
tive and can strengthen a company’s 
search for new capital sources. An 
independent director adds a level of 
oversight which is positively consid-
ered by external auditors and by reg-
ulatory bodies. 

Networking opportunities
In a blog post by Norbert Schwarz, 
MBA, delegate to two White House 
Conferences on small business, and 
having served on the economic ad-
visory committee of the Kansas 
City Federal Reserve Bank, Schwarz 
notes, “In my experience, perhaps 
the most discernible benefits [of 
independent directors] come from 
individuals who can offer a network 
of contacts that may directly affect 
the company’s revenues or profits. 
In one such instance, an advisory 
director has not only provided in-
troductions to potentially valuable 
customers, but he has also offered 
professional advice on development 
of new products and markets that 

board members. Many small, mid-
size, or closely held companies are 
governed by board members with 
similar backgrounds, potentially 
leading to a narrow consideration 
of issues. For example, an entity 
organised in an offshore financial 
centre can benefit from a local cor-
porate lawyer providing a greater 
depth of insight in situations of ju-
risdictional reporting. An independ-
ent director with a strong account-
ing background can add value not 
just for routine audit procedures, 
but particularly valuable insight 
when complex financial issues, such 
as restatements, are encountered. 
This expertise may otherwise need 
to be obtained via a separate con-
sulting arrangement which inves-
tors would prefer to avoid.

With these considerations in 
mind, it is clear that an independent 
director adds tangible value which 
is indispensable in a company’s pur-
suit for regulatory compliance and 
for healthy growth.  

The independent director may 

be more capable of properly 

filling her role without emotions, 

relationships, or personal financial 

interests blurring judgement

should prove very profitable to the 
company in the future.”  When com-
pany expansion is being contem-
plated or capital support for a new 
investment strategy is being con-
sidered, it may prove useful to have 
a director with a breadth of industry 
relationships onboard. 

Complement board skill set
A theme of this article has been the 
value added to a board by objective 
views from an independent direc-
tor. This value is multiplied when an 
independent director possesses a 
skill set which differs from existing 
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These are the qualities we consider vital in 
serving our clients.
Wakefield Quin is an established and trusted legal advisor 
to local and international clients on complex Bermuda matters 
including banking and investment funds, corporate, real estate, 
restructuring, trust, private client, and litigation.

Our full range of service companies include corporate secretarial, 
accounting, trust management, independent directors, and fund 
administration. Our breadth of experience ensures we can be 
flexible in working with our clients to provide solutions.

Our group is highly responsive, committed to understanding the 
precise needs of our clients and delivering timely, practical, and 
cost effective results.

We look forward to putting our qualities to work for you.

Victoria Place, 31 Victoria Street
Hamilton HM 11, Bermuda

TEL. +1 441 494 4000

fundadmin@wq.bm

TRUSTED. FLEXIBLE. RESPONSIVE. 

Harbour 
Financial 
Services
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