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Segregation of Assets

In order to comply with the Rule, a private fund’s investment portfolio must be segregated and accounted for separately from any assets of the 
manager, operator or, if appointed, custodian. The operator of the fund is required to establish, implement and maintain strategies, policies, 
controls and procedures to ensure compliance with the Rule, consistent with the fund’s marketing materials and as determined by reference to the 
size, complexity and nature of the private fund, its portfolio assets and its investor base.  

The Rule sets out certain activities that will not be deemed to constitute the financing of the operations of the manager, operator or, if appointed, 
custodian. In particular, the Rule specifies that the transfer and reuse, or rehypothecation of assets by the manager, operator or, if appointed, 
custodian is not in contravention of the Rule, provided that:

>> such transfer and reuse is consented to by or on behalf of a fund; 

>> a description of the arrangements entered into with any manager, operator or, if appointed, custodian allowing for the possibility of transfer 
and reuse (and the maximum permitted level of transfer and reuse) is disclosed in the offering documents or otherwise disclosed to investors 
before they invest; and 

>> any material changes thereto are also disclosed to investors. 
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>>

Funds registered under the Private Funds Law (as amended) (the “Private Funds Law”) are obliged to 
discharge certain custodial obligations related to the safekeeping of the fund’s assets. In exercise of its 
authority under the Monetary Authority Law (as amended) (the “Monetary Authority Law”), the Cayman 
Islands Monetary Authority (“CIMA”) has published a rule for the segregation of assets (the “Rule”). The 
primary intention of the Rule reinforces standard industry practice by reiterating that no manager, operator 
or, if appointed, custodian to a private fund is able to utilise the portfolio investments or investor capital of 
such private fund to finance its own or any other non-fund operations in any way. In most cases, we do 
not expect that funds will need to make significant changes to their existing arrangements.
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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.
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Contacts 
Walkers’ Global Investment Funds Group offers Bermuda, British Virgin Islands, Cayman Islands, Guernsey, Jersey and Irish law advice on investment 
funds and is one of the largest specialist International Financial Centre funds teams worldwide.

We provide legal advice on all aspects of investment funds including fund formation, fund restructuring, distressed funds, regulation, fund 
redomiciliation and termination and liquidation, advising many of the world’s most prominent asset managers, fund promoters and institutional 
investors. For more information please speak with your usual Walkers contact or one of the following:


