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The following advisory is a round-up of recent amendments to the Cayman Islands anti-money laundering (“AML”), counter-financing of terrorism 
(“CFT”), proliferation financing (“PF”) and financial sanctions requirements. 

These recent amendments have been driven by developments in global standards, in particular those of the Financial Action Task Force (“FATF”), 
and the implementation of the analysis of the Caribbean FATF in its Mutual Evaluation Report. These amendments will not impact overall 
arrangements made by our clients to comply with the AML Regulations but bring clarity on a number of topics.

The new 2020 revision of the Anti-Money Laundering Regulations (“AML Regulations”) consolidates amendments during 2019 and was itself 
amended on 5 February 2020. The Guidance Notes on the Prevention and Detection of Money Laundering and Terrorist Financing originally issued 
on 13 December 2017 (“Guidance Notes”) have also been amended, most recently on 5 February 2020.
 

Country risk assessment and simplified due diligence
Background: By way of recap, SDD (where customer due diligence procedures regarding verification of the identity of an Applicant and its 
beneficial owner(s) are not required) can be applied to Applicants falling within prescribed categories (being, in summary, regulated or listed 
businesses, subsidiaries of regulated or listed businesses, government organisations, statutory bodies, government agencies or certain types of 
pension fund) subject to conditions including the Applicant’s country (“SDD Categories”).  

Currently, Cayman Islands financial services providers, including investment funds, (“FSPs”) are required to rely on the Cayman Islands Anti-Money 
Laundering Steering Group’s list of countries deemed to have equivalent legislation to the Cayman Islands (“Equivalent Jurisdictions”) when 
determining whether simplified due diligence (“SDD”) can be applied to a given customer or investor (referred to as an “Applicant for Business” 
or “Applicant”).

Updates: The AML Regulations have now been amended with effect from 5 August 2020 to provide that FSPs shall instead assess for themselves 
whether a given country has a low degree of risk of money laundering (“ML”) and terrorist financing (“TF”) (“Low Risk Country”). When assessing 
country risk, an FSP (or in practice its administrator or other AML service provider) shall take account of factors set out in the AML Regulations and 
“credible sources” including reports published by the FATF, International Monetary Fund, World Bank, Organisation for Economic Co-operation 
and Development and United Nations.  

Next steps: While this change will require FSP’s processes to be updated and documented, it is likely to be of assistance especially to FSPs which 
are part of global groups. Many global financial institutions already have regard to the FATF’s list of approved jurisdictions which is similar, but not 
identical, to the list of Equivalent Jurisdictions. 
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There is no change to the SDD provisions except that instead of needing to be located in an Equivalent Jurisdiction, the Applicant will need to be 
located in a Low Risk Country.
 

Eligible introducers and nominees
Background: It remains the case, as previously, that when on-boarding Applicants, FSPs can rely on due diligence conducted by third party 
eligible introducers with respect to introduced Applicants and their beneficial owners. FSPs can also rely on due diligence conducted by nominee 
Applicants in respect of their principals and their beneficial owners. The eligible introducer or nominee must fall within one of the SDD Categories 
and provide the FSP with written assurances prescribed by the AML Regulations. 

Updates: Previously, the prescribed written assurances have been materially the same whether provided by an introducer or a nominee. However, 
the AML Regulations have been amended to add that an eligible introducer’s assurances include confirmation of the identity of the Applicant and 
of its beneficial owners. 

As discussed above, instead of needing to be located in an Equivalent Jurisdiction, the eligible introducer or nominee will need to be located in a 
Low Risk Country.

Next steps: This change will require FSP’s processes (in practice, those of its administrator or other AML service provider) to be updated to ensure 
that if the FSP wishes to rely on written assurances, these are in line with the updated prescribed content in the AML Regulations. 

There are no other material changes to the framework for reliance on eligible introducers and nominees. It remains the case, as previously, that 
the FSP is required to test on a random and periodic basis to ensure that due diligence information and verification documentation is produced by 
an eligible introducer on demand and without delay.

Beneficial ownership threshold of 10%
Background: Where there is a need to determine an Applicant’s beneficial owners, the beneficial ownership threshold for corporate persons 
and partnerships pursuant to the AML Regulations remains unchanged at 10%. 

Updates: In recent correspondence the Cayman Islands Monetary Authority (“CIMA”) confirmed that there can be no deviation from the 
threshold stated in the AML Regulations. CIMA had previously indicated that where an FSP relied on the policies and procedures of an administrator 
or other person operating in another country, an “equivalence of outcome” rather than granular line-by-line comparison assessment could be 
used, providing potential flexibility. 

Next steps: To the extent not already applied, the threshold stated in the AML Regulations should be applied by FSPs (or in practice their 
administrator or other AML service provider) going forward, with remediation, where necessary, as part of ongoing monitoring. 

Updates to the Guidance Notes
Background: The latest revision of the Guidance Notes is that originally issued on 13 December 2017.

Updates: The Guidance Notes were updated most recently on 5 February 2020 to include updated guidance on ‘Assessing Risk and Applying a 
Risk Based Approach’, ‘Targeted Financial Sanctions’, ‘Ongoing Monitoring’ new guidance on ‘Virtual Asset Service Providers’ and, in September 
2019, on ‘Countering Proliferation Financing’. The guidance on ‘Virtual Asset Service Providers’ is sector specific and not discussed here. The 
Guidance Notes had also been updated in December 2018 (as discussed in our previous advisory).  

Assessing Risk and Applying a Risk Based Approach: The Guidance Notes already included a section on ‘Assessing Risk and Applying 
a Risk Based Approach’. This has been replaced by an updated version. This provides additional clarity and reminds FSPs to ensure they have a 
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documented risk assessment in place, bearing in mind that this risk assessment of the ML/TF/PF risks faced by the FSP is separate to the FSP’s risk 
rating of specific Applicants. 
  
Targeted Financial Sanctions: The Guidance Notes already included a section on ‘Sanctions Compliance’. A supplemental section on ‘Targeted 
Financial Sanctions’ (“TSF”) has now been added to the Guidance Notes. This provides additional clarity on what policies and procedures FSPs 
should have in place to ensure compliance with TSF obligations.  The underlying obligations relating to sanctions are not new. By way of recap, 
the UK Government passes Orders in Council implementing UN or EU sanctions and extending such sanctions to its Overseas Territories including 
the Cayman Islands. OFAC sanctions are not automatically applicable in the Cayman Islands but may still be applicable in certain circumstances. 

Ongoing Monitoring: The Guidance Notes already included a section on ‘Ongoing Monitoring of Business Relationships’. This has been 
replaced by an updated version. This provides additional clarity and reminds FSPs of the need to conduct ongoing monitoring on relationships to 
the extent reasonably warranted by ML/TF/PF and sanctions-related risks. By way of recap, ongoing monitoring includes ensuring that documents 
and information collected under the customer due diligence process remain relevant and reviewing transactions to ensure that they are consistent 
with the FSP’s knowledge of a given Applicant. 

Countering Proliferation Financing: A new section on ‘Countering Proliferation Financing’ has been added to the Guidance Notes, in line 
with developments in global standards.  Proliferation is the manufacture, acquisition, possession, developing, export, transhipment, brokering, 
transport, transfer, stockpiling or use of nuclear, chemical or biological weapons and their means of delivery and related materials (including both 
technologies and dual-use goods used for non-legitimate purposes), in contravention of national laws or international obligations. PF is the act 
of providing funds or financial services which are used, in whole or in part, to make proliferation possible. This new section provides guidance for 
FSPs on identifying any PF risks and on systems and controls to prevent, detect and report PF. 
 
Next steps: The amendments to the Guidance Notes reflect global standards and to a large extent clarify previous guidance and existing 
obligations. However, the amendments provide a good opportunity for FSPs to ensure their policies and procedures are up to date.

Conclusion and Contacts
Walkers has a dedicated global Regulatory & Risk Advisory Practice Group that can offer legal advice and guidance in connection with all aspects 
of AML/CFT/PF and sanctions compliance. This includes preparing and reviewing documentation, advising in the context of specific transactions 
or incidents, conducting audits and providing training. Through its affiliate, Walkers Regulatory & Compliance Services Limited, Walkers can assist 
clients with customer due diligence and provide AML officers for clients.

For further information please speak with your usual Walkers contact or one of the following:

Lucy Frew
Partner - Cayman Islands
T: +1 345 814 4676
E: lucy.frew@walkersglobal.com

Dorothy Scott
Partner - Cayman Islands
T: +1 345 914 4202
E: dorothy.scott@walkersglobal.com

Daniel Wood
Partner - Dubai
T: +971 4 363 7912
E: daniel.wood@walkersglobal.com

Alice Molan
Partner - Hong Kong
T: +852 2596 3425
E: alice.molan@walkersglobal.com

Sara Hall
Partner - London
T: +44 (0)20 7220 4975
E: sara.hall@walkersglobal.com

Thomas Granger
Partner - Singapore
T: +65 6603 1694
E: thomas.granger@walkersglobal.com
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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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