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Update on Cayman Islands AML/CFT

Reliance and Delegation 
By way of background, the AML Regulations allow financial services providers (“FSPs”) to (i) rely on a person to perform any anti-money laundering 
and counter-terrorist financing (“AML/CFT”) function or (ii) delegate the performance of any AML/CFT function to a person. This has been the position 
for some time, with reliance being the model typically used by Cayman Islands investment funds. The Amendment now provides helpful guidance on 
how to distinguish between reliance and delegation.

In summary, CIMA expects that a person on whom reliance is being placed would apply its own procedures to perform the function in question. 
For example, typically an administrator applies its own procedures to perform functions for a fund.  In a reliance scenario, an FSP should assess the 
policies and procedures of the person on whom the FSP intends to rely prior to entering into the reliance agreement and test them, from time to time, 
to ensure the policies and procedures are adequate to perform the function and satisfy the relevant obligations in the Cayman Islands. There is no 
longer a specific requirement for a “gap analysis”. It is understood, although not specifically confirmed by the Amendment, that “adequate” refers 
to equivalence of outcome rather than granular line-by-line comparison. 

This is in contrast with a delegation scenario, with delegation occurring in the instance where an FSP has drafted its own policies and procedures. 
These are then undertaken by a person on the FSP’s behalf to perform the function to the FSP’s exact specifications, under the FSP’s effective control 
of implementation of those procedures by the delegate. 

Other obligations of an FSP in the context of reliance or delegation include, broadly, ensuring that a formal agreement between the FSP and the person 
performing the function is in place, ensuring that the person has adequate and appropriate knowledge and expertise to perform the function and 
conducting a risk assessment of the person including country risk. Where the person relied upon or delegated to operates from a country in which the 
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On 3 November 2018, the Cayman Islands Monetary Authority (“CIMA”) issued an anticipated amendment (“Amendment”) 
to its Guidance Notes on the Prevention and Detection of Money Laundering and Terrorist Financing originally issued on 13 
December 2017 (“Guidance Notes”).

The Amendment updates only certain sections of the Guidance Notes, which remain largely unchanged.  The Amendment will 
generally not impact arrangements made by our clients to comply with the Cayman Islands Anti-Money Laundering Regulations 
(2018 Revision) (“AML Regulations”). This advisory provides a summary of the key points only and we would be happy to advise 
in further detail if required.
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relevant standards are lower when compared to the Cayman Islands, the FSP shall ensure the person adopts Cayman Islands standards. The Cayman 
Islands Anti-Money Laundering Steering Group maintains a list of countries deemed to have equivalent legislation to the Cayman Islands (“Equivalent 
Jurisdictions”) in the context of simplified due diligence. Although not now referred to in the context of reliance and delegation, it is reasonable to 
conclude that if a country is not on the list, its standards should be regarded as lower than the Cayman Islands.

Other Matters
The Amendment also updates the Guidance Notes to bring them more closely into line with CIMA statements over recent months in relation to the 
designation of natural persons as anti-money laundering compliance officers, money laundering reporting officers and deputy money laundering 
reporting officers as set out in our previous advisory. The Amendment will not impact designation arrangements made by our clients in accordance 
with the recent CIMA statements on this issue.

The Amendment reconfirms the position in relation to simplified due diligence pursuant to regulation 23 of the AML Regulations at as set out in our 
previous advisory. To recap, if a payment is remitted from an account held in a customer’s or investor’s name at a bank in the Cayman Islands or a bank 
regulated in an Equivalent Jurisdiction, a detailed verification will not be required at the time of payment or subscription, subject to certain conditions 
being met. However, verification of the identity of the customer or investor will need to be carried out prior to any redemption or payment of proceeds 
(assuming no other basis for simplified due diligence applies). 

Contacts 
Walkers can assist with any questions you may have in relation to the above or regulatory matters more generally. For further information please speak 
with your usual contact at Walkers or the following members of Walkers Regulatory & Risk Advisory Practice Group:
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Disclaimer

The information contained in this advisory is necessarily brief and general in nature and does not constitute legal or taxation advice.  Appropriate legal or other professional advice should be sought for any specific matter.
* Walkers works in exclusive association with Kevin Taylor, trading as ‘Walkers Bermuda’, a full service commercial law firm providing advice on all aspects of Bermuda law. The title of ‘partner’ is used to refer to a 
consultant or employee of Walkers Bermuda with equivalent standing and qualifications to a partner of Walkers.
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