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Cayman Islands Monetary Authority (“CIMA”) issues new Laws and 
regulations for Hedge and Private Equity Funds – with registration 
deadline of 7th August 2020 
Hedge fund specialist Brooklands Fund Management Limited outline the Cayman Islands Monetary Authority (‘CIMA’) 
Private Funds Law 2020 and Mutual Funds (Amendments) Law 2020, highlighting the revised changes, summarising the 
key requirements to comply with this regulation and the implications of non-compliance. Brooklands Fund Management 
believes with the deadline approaching, that careful consideration should not only focus on registration but also the 
ongoing compliance requirements by CIMA. 

Background 

In December 2017, the EU had listed Cayman Islands as one of the countries that they perceived to 
offer unfair tax advantages based upon an assessment of compliance with a tax transparency and 
information exchange standards and use of tax machines. In April 2019, the EU confirmed that the 
Cayman Islands had satisfied economic substance requirements with the exception of economic 
substance for investment funds/CIVs. The Cayman Islands was granted until end of 2019 to adapt its 
legislation to address this concern by the EU. Their primary concern related to the existence in Cayman 
of a large number of unregulated funds named elite private equity of other closed ended funds which 
did not fall under the scope of the Mutual Funds Law and smaller funds with 15 or few investors that 
were exempted from registration under the Mutual Funds Law. 

As a result of this, In February 2020, revisions have been made to the Cayman Island Mutual Funds 
and Private Funds Laws 2020. These laws are now amended as such that various fund structures that 
were previously exempt for registration are now within scope. The goal is to implement prudential 
supervision to further enhance the country’s Anti Money Laundering Laws and strengthen investor 
confidence. In addition to the new obligations proposed by the Law, Private Funds are also subject to 
the pre-existing obligations: Anti Money Laundering regulations, reporting obligations under the  
Foreign Account Tax Compliance Act (‘FATCA’), the Common Reporting Standard (‘CRS’) and the Data 
Protection Law (‘DPL’). 

Who is Applicable? 

Pooled and collective investment vehicles, such as private equity funds or those with hedge funds 
with 15 or less investors will fall under CIMA’s new authority. Exempt from this are certain non-fund 
arrangements such as joint ventures, single family offices, separately managed accounts, and 
securitisation special purpose vehicles amongst others. CIMA has issued a few FAQs to address various 
fund structures and whether they fall within the scope of the new legislations. Please be sure to consult 
your legal counsel for more information or guidance on your funds specific structure and receive 
guidance on whether they are within scope. 

Registration Timings and Fees with CIMA 

New Funds which were launched after 7th Feb 2020 will need to register with CIMA immediately upon 
launch 

Existing Funds which launched prior to 7th February 2020 have until 7th August (the ‘Transition date’) 
to register with CIMA. 
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Following the transition period ending on 7 August 2020, a newly established Private Fund will be 
required to submit an application to register with CIMA within 21 days after it accepts capital 
commitments from investors and in any event, may not accept capital contributions from investors 
until the Private Fund is registered by CIMA. 

Registration of Private Funds applications will need to be submitted electronically through CIMA's 
REEFS web portal. 

In order to apply to be registered with CIMA, as part of its electronic application submission, a Private 
Fund will need to submit a copy of its certificate of incorporation/registration (as applicable), 
constitutive documents, offering memorandum/summary of terms/marketing materials (as 
applicable), auditor's letter of consent, administrator's letter of consent (if applicable) and a structure 
chart for the entity, together with payment of the prescribed registration fee to CIMA. 

Annual Fees are payable by 15 January each year. 

More details about the fees can be found here: https://www.cima.ky/investment-funds-fees 

Operational Key Requirements Summarised 

Have an entity to act as its Registered Office on Island - as applicable by law 
Have a minimum of 2 Directors who will need to be registered with CIMA under the Director’s 
Registration and Licensing law 
Have AML Officers, namely an AMLCO, MLRO and a DMLRO as required by the Cayman AML 
Regulations 
Valuation of Assets: Private Funds must have appropriate and consistent procedures for the proper 
valuation of its assets and Valuations must be carried out at least once a year. 

Record and maintenance of Safekeeping and segregation of fund assets 
Cash monitoring: Private Funds must appoint a person to monitor its cash flow, ensure all cash has 
been booked in cash accounts opened in the name, or for the account of, the fund and ensure that 
all payments made by investors have been received. 

Identification of securities: Private Funds which regularly trade securities or hold them on a 
consistent basis must maintain a record of the identification codes of the securities it trades and 
holds. This information must be made available to CIMA upon request. 

Annual return: Private Funds will need to submit an annual return to CIMA in respect of each 
financial year. 

Inform CIMA of changes: details of any changes to the Private Fund which materially affect the 
information submitted upon the fund's initial registration must be submitted to CIMA within 21 
days; and 

Accounts are to be audited annually and undertaken by a local/Cayman Islands auditor approved 
by CIMA. A Private Fund is required to submit an audit for its 2020 financial year within six (6) 
months of its financial year end, unless an extension is otherwise granted by CIMA. This means that 
if a transitioning Private Fund registers with CIMA in August 2020 and has a financial year end of 31 
December, it will need to file its audited accounts with CIMA in respect of its financial year ending 
31 December 2020 by 30 June 2021. 
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What are the consequences of non-compliance? 

The Monetary Authority Law provides CIMA with new supervisory and enforcement powers to ensure 
the requirements of the Law are complied with. For example, if CIMA deems it necessary to comply 
with its functions under the Law, it may request additional information from a Private Fund, carry out 
on-site inspections, impose additional conditions or apply to Court for an order to take any action it 
deems necessary to protect the interests of the investors. Breaches committed by persons (entities 
and individuals) can result in heavy administrative fines imposed by CIMA depending on level of 
seriousness. 

How to be compliant with the new legislations 

Firstly, determine if your vehicles are in or out of scope. Assess the operational key requirements and 
review what is already in place and what else will be needed for registration. This will save hassle and 
stress by getting the requirements in place as soon as possible. CIMAs FAQ page is also a helpful 
resource for in-depth answers to questions on these new regulations. Also seek your legal counsel for 
more information and guidance. 

Brooklands Fund Management Limited is a boutique fund management company offering the full 
scope of operational solutions to hedge fund managers. Brooklands provides a unique hedge fund 
platform including outsourcing of all support functions: regulatory, compliance, operations, finance, 
and legal support. 

 

 

 

 

 

 


