
QWhy are fund and governance 

compliance regulations being 

bolstered in Cayman?

A Fund and governance compli-
ance regulations are being bol-

stered in the Cayman Islands as a di-
rect result of the Caribbean Financial 
Action Task Force Mutual Evaluation 
(4th round) of the Cayman Islands, 
which took place in December of 
2017. 

This mutual evaluation was cen-
tred around ‘effectiveness’ (there are 
two components to the 4th Round 
of Mutual Evaluations: technical 
compliance and effectiveness) and 
was measured against 11 immedi-
ate outcomes (IOs) identified by the 
Financial Action Task Force as im-
perative to the implementation and 
application of an effective AML/CFT 
framework. 

In anticipation of the 2017 Mutual 
Evaluation, and to address the regu-
latory paradigm shift from technical 
compliance – to also incorporate 

effectiveness – the Cayman Islands 
government, in consultation with 
the regulatory, legislative and law 
enforcement branches and industry 

(private sector) stakeholders, intro-
duced a number of new legislative 
initiatives and significant changes 
to existing legislation and guidance 
notes to ensure that financial insti-
tutions (FIs) and designated non-fi-
nancial businesses and professions 
(DNFBPs) that conduct relevant fi-
nancial business are (1) legally man-
dated to assess their money laun-
dering and terrorism financing risks 
or weaknesses – taking into consid-
eration the results of the 2015 Cay-
man Islands National Risk Assess-
ment Relating to Money Laundering, 
Terrorism Financing and Prolifer-
ation Financing – and (2) take the 
appropriate measures, commensu-
rate with the nature, size and com-
plexity of the business, to mitigate 
those risks. These measures include 
FIs and DNFBPs having document-
ed policies and procedures in place 
that are in line with the Anti-Money 
Laundering Regulations 2017 and 
supporting information and data to 
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Jeffrey Goddard
Vistra

Jeffrey Goddard joined Vistra as the managing director of the Cayman Islands in 
January 2018. He leads the Cayman business which provides services including 
the establishment of a broad range of Cayman trusts, corporate and partnership 
structures; trustee and administration services; and the provision of corporate, 
individual director and nominee shareholder services.

Steve Costello
Vistra

Steve Costello is the director of Investor Services and chief compliance officer for 
Vistra USA and is based in our New York office. He is a Financial Services Profes-
sional, with over 22 years of experience in banking, investment management, 
regulatory compliance, and alternative investment services. 

Kareem Robinson
Vistra

Kareem is an associate director in the Capital Markets Team of Vistra Cayman. 
He is a seasoned offshore financial services professional with over 20 years of 
progressively responsible practical management and technical experience in 
trust and fiduciary company administration (private and corporate), investment 
funds (hedge, private equity and unit trusts), structured and asset finance, estate 
planning, wealth management and regulatory oversight.



With competition growing across 
all offshore territories, the need to 
differentiate is critical

demonstrate that robust AML/CFT 
procedures are being carried out. 

With competition growing across 
all offshore territories, the need to 
differentiate is critical. The Cayman 
Islands are delivering a strong mes-
sage to demonstrate they are miti-
gating risk and other related threats 
to the integrity of the international 
financial system. Driven by investor 
and industry pressures, there is a 
growing world-wide trend towards 
improved transparency and regu-
lation. Accordingly, the Cayman Is-
lands Monetary Authority (Cima) is 
aiming to increase confidence in in-
vesting in the Cayman Islands and to 
maintain its reputation as a domicile 
of choice. The changes to the regime 
for AMLCO/MLRO and Fatca/CRS are 
two key initiatives that demonstrate 
the regulatory commitment from 
Cima. The success of the jurisdiction 
as a fund domicile of choice relies on 
presenting a financial service indus-
try that is safe and secure.

unregulated funds. 
Smaller managers will struggle 

to cope with the greater adminis-
trative burden and associated costs 
(through people, skills, technol-
ogy and reporting requirements) 
so outsourcing will likely be their 
preferred option. Small- to medium-
sized managers generally have a 
third-party administrator appointed 
on some or all of their funds so the 
impact will not be as great. However, 
for those funds who insource their 
compliance, there may now be more 
interest in outsourcing. 

Large managers of multi-billion-
dollar funds will insource and out-
source depending on their opera-
tions and strategy. They may have 
their own administration and com-
pliance in-house but for the purpos-
es of the Cayman AML regulations 
they will still need reporting officers. 
Larger managers also benefit from 
the comfort that outsourcing key 
components to independent third 
parties brings. It satisfies audit re-
quirements, mitigates risk and re-
duces their administrative burden. 

Service providers may be viewed 
as directly benefiting whenever reg-
ulatory changes occur, but there is 
also an onus on the administrator to 
deliver to existing clients and adopt 
the changes, as well as, develop 
the service proposition and offering. 
Some smaller/boutique adminis-
trators are not offering the services 
mandated by Cima because they 
don’t have the resources or skills. 
Tighter regulations and processes 
could drive more consolidation in 
the administrator sector. From a rep-
utational standpoint, administrators 
need to fully service their clients 
and provide the service and relevant 
knowledge/skills. They also need to 
support the jurisdictions they oper-
ate in as the pursuit for greater trans-
parency continues.

QWhat will be the future results 

of the updated regulations?

AOverall, the introduction of the 
regulations will improve the 

integrity for the international finan-
cial system. There will likely be an 
increase in competition not only be-
tween domiciles of choice but also 
service providers offering adminis-
tration and compliance services and 
a spread of interests for clients 

QHow is the new regulation set 

to affect industry participants?

APursuant to Part II 3 (1) and Part 
IX 33 of the Anti-Money Laun-

dering Regulations (2018 Revision) 
(AMLRs), a fund (regulated or unreg-
ulated), whose activities fall within 
the definition of ‘relevant financial 
business’ as per Schedule 6 of the 
Proceeds of Crime Law (2018 Revi-
sion) and is conducting relevant fi-
nancial business from or within the 
Cayman Islands must designate a 
natural person, at managerial lev-
el, to act as its AMLCO, MLRO and 
DMLRO. The natural person may act 
as AMLCO and MLRO; however, the 
MLRO and DMLRO may not be one in 
the same. 

The AMLCO shall (1) ensure that 
the AMLRs are adopted by the fund 
and (2) function as the point of con-
tact with competent authorities 
for the purpose of the AMLRs. The 
AMLCO, MLRO and DMLRO must 
also have independence and auton-
omy in conducting these roles, as 
well as the ability to carry out such 
duties and responsibilities efficient-
ly and without any conflicts of in-
terest in the discharging their obli-
gations, as set out in the AMLRs and 
guidance notes (GNs). Additionally, 
the financial services provider (FSP) 
must also be able to demonstrate 
that person(s) designated to perform 
these roles, are independent, knowl-
edgeable and have the capacity to 
undertake the designated roles. 

The legislative requirement for an 
FSP conducting relevant financial 
business to designate a natural per-
son to act as the AMLCO, is in direct 
response to IOs 3 and 4, which re-
late to supervision and preventative 
measures. 

The designation of these roles in the 
context as prescribed in the AMLRs
and GNs will not only increase the 
regulatory and administrative bur-
den of the FSP, but the overall cost 
of doing business in the Cayman 
Islands, which remains the premier 
domicile of choice for a vast ma-
jority of the world’s regulated and 
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