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Cayman Islands
Rob Jackson and Sandra Edun-Watler
Walkers

Domestic legislation

1 Domestic law

Identify your jurisdiction’s money laundering and anti-
money laundering (AML) laws and regulations. Describe the 
main elements of these laws.

The Proceeds of Crime Law was enacted in 2008, replacing the Proceeds 
of Criminal Conduct Law, which had been in force since 1996.

There are three main offences that constitute money laundering in the 
Cayman Islands: 
• concealing, disguising, converting, transferring or removing crimi-

nal property;
• entering into or becoming concerned in an arrangement that one 

knows or suspects facilitates the acquisition, retention, use or control 
of criminal property by or on behalf of another person; and 

• the acquisition, use or possession of criminal property.

It is also an offence to attempt, conspire or incite to commit or aid, abet, 
counsel or procur the commission of any of these offences.

Other offences under the Proceeds of Crime Law include ‘failure to 
disclose’ and ‘tipping off ’. Failure to disclose makes it an offence for any-
one who knows, suspects or has reasonable grounds for knowing or sus-
pecting that another person is engaged in criminal conduct and does not 
make a report to either their nominated officer or the relevant authorities. 
Tipping off occurs where a disclosure is made that is likely to prejudice an 
investigation by someone who has knowledge or suspicion that an activity 
is, has or will be taking place. These latter offences apply to anyone who 
comes into contact with the information and are not limited to the person 
committing the criminal conduct.

The Money Laundering Regulations enacted in 2001 relate to anyone 
conducting ‘relevant financial business’, which is defined as any entity 
regulated by the Cayman Islands Monetary Authority, as well as persons 
engaged in the businesses listed in Schedule 2 to these Regulations. The 
Money Laundering Regulations require the implementation of systems 
to be in place for identification, record-keeping, internal reporting and 
training, as well as the appointment of Money Laundering Reporting and 
Compliance Officers to ensure effective onboarding and monitoring of 
financial business. 

The Terrorism Law enacted in 2003 defines the offence of terrorism 
and criminalises the act of terrorism. The law applies to actions, persons 
and property both inside and outside of the Cayman Islands. Any person 
who believes or suspects that another person has committed an offence 
under the law must disclose this information to the Financial Reporting 
Authority or to a constable as soon as is reasonably practical. 

Money laundering

2 Criminal enforcement

Which government entities enforce your jurisdiction’s money 
laundering laws?

The Financial Crimes Unit of the Royal Cayman Islands Police is the law 
enforcement arm of the government that investigates and enforces money 
laundering laws in the Cayman Islands. Money laundering offences are 
prosecuted by the Director of Public Prosecutions, who is responsible for 
all criminal proceedings brought within the Cayman Islands.

3 Defendants

Can both natural and legal persons be prosecuted for money 
laundering?

The Proceeds of Crime Law and the Money Laundering Regulations 
provide that both a natural person as well as a body corporate, including 
certain levels of officers such as directors, managers or secretaries of the 
entity, where attributable by their consent, connivance or neglect, shall be 
liable for prosecution and punished accordingly. The Money Laundering 
Regulations also extend to partnerships and unincorporated associations.

4 The offence of money laundering

What constitutes money laundering? 

The main offences of money laundering involve knowing or suspecting that 
the property being dealt with constitutes a benefit from criminal conduct. 
Therefore, there must be the mental intention for the offence to be proved. 
However, in certain offences, there is no requirement for the act – the actus 
reus – to have occurred. This is evidenced in the offence of entering into 
or becoming concerned with an arrangement that one knows or suspects 
facilitates the use or control of criminal property. The law is based on the 
objective test as opposed to the subjective test and therefore this places a 
higher standard on anyone charged with the offence.

Financial institutions, once carrying out relevant financial business, 
are subject not only to the Proceeds of Crime Law but also to the Money 
Laundering Regulations. Financial institutions can be fined and penalised 
under both the principal law (the Proceeds of Crime Law) and the sub-
sidiary regulations (the Money Laundering Regulations) as well as under 
any regulatory law they are regulated under. The financial regulator, the 
Cayman Islands Monetary Authority, can not only take legal action against 
financial institutions, but also place requirements on these entities for not 
having the proper systems and processes in place to detect money launder-
ing. Action may also be brought against directors or officers for not being 
fit and proper if systems and procedures are not in place to detect and deter 
money laundering as required under the Money Laundering Regulations.

5 Qualifying assets and transactions

Is there any limitation on the types of assets or transactions 
that can form the basis of a money laundering offence?

The Cayman Islands has an ‘all crimes’ regime and accordingly there is 
no limitation on what can form the basis of a money laundering offence. 
Criminal property can relate to anything in which there is a benefit to be 
gained. There is also no monetary threshold before prosecution of money 
laundering offences.

6 Predicate offences

Generally, what constitute predicate offences? 

Any crime committed in the Cayman Islands can be a predicate offence 
for money laundering. There is also dual criminality. If an offence has 
been committed in a foreign jurisdiction and also in the Cayman Islands 
it would then be an offence under the anti-money laundering regime of 
the jurisdiction. 
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7 Defences

Are there any codified or common law defences to charges of 
money laundering?

The Proceeds of Crime Law sets out defences to the charges of money 
laundering and while these vary slightly depending on the actual offence 
committed, they include assisting in the carrying out of a function of the 
Law where the property has been acquired for adequate consideration or 
legal professional privilege except in furtherance of a criminal purpose .

8 Resolutions and sanctions

What is the range of outcomes in criminal money laundering 
cases? 

Under the Proceeds of Crime Law, in addition to fines and penalties includ-
ing imprisonment levied in relation to the predicate offence, the criminal 
property of the crime would constitute the proceeds of crime and there-
fore the defendant would also be subject to the fines and penalties of the 
Proceeds of Crime Law (in addition to the other conviction). Under the 
Proceeds of Crime Law the offence of money laundering carries a maxi-
mum 14-year term of imprisonment and discretionary fines. At the lower 
level there is an imprisonment term of two years and a fine of approxi-
mately US$6,250.

9 Forfeiture

Describe any related asset freezing, forfeiture, disgorgement 
and victim compensation laws.

Under the Proceeds of Crime Law the Director of Public Prosecutions may 
bring proceedings for a property freezing order as well as interim receiving 
orders for the detention, custody or preservation of property . A discretion-
ary exclusion applies for the purpose of enabling any person to meet their 
reasonable livings expense or to carry on any trade, business, profession or 
occupation. There are also provisions under the law for compensation by 
the affected person on application to the Cayman Islands court.

10 Limitation periods

What are the limitation periods governing money laundering 
prosecutions?

Money laundering is a criminal offence and accordingly there is no limita-
tion as to when an action can be brought once it has come to the awareness 
of the authorities.

11 Extraterritorial reach

Do your jurisdiction’s money laundering laws have 
extraterritorial reach? 

Money laundering laws apply to anyone who commits an offence within 
the Cayman Islands, whether a citizen, resident, non-resident or visitor. 
The law also applies to property wherever situated once it is has derived 
from criminal conduct that occurred in the Cayman Islands or the pro-
ceeds that are located in the Cayman Islands.

AML requirements for covered institutions and individuals

12 Enforcement and regulation

Which government entities enforce your jurisdiction’s AML 
regime and regulate covered institutions and persons? Do the 
AML rules provide for ongoing and periodic assessments of 
covered institutions and persons?

The Cayman Islands Monetary Authority is the statutory body that has 
responsibility for the review and regulation of regulated businesses and 
businesses conducting relevant financial business. The regime covers 
ongoing monitoring as well as periodic audits and testing of the func-
tions to ensure systems work properly (as set out in the Money Laundering 
Regulations and the Guidance Notes on the Prevention and Detection of 
Money Laundering and Terrorist Financing in the Cayman Islands, issued 
by the Cayman Islands Monetary Authority). 

13 Covered institutions and persons

Which institutions and persons must carry out AML 
measures?

All institutions carrying on ‘relevant financial business’ are covered by the 
regime. Relevant financial businesses include any entity regulated by the 
Cayman Islands Monetary Authority, which includes building societies 
and cooperative societies, as well as any persons engaged in the businesses 
listed in Schedule 2 of the Money Laundering Regulations. Schedule 2 lists 
activities such as money transmission services; anyone involved in the par-
ticipation of securities issues; financial, estate agency and legal services in 
the course of business relating to the sale, purchase or mortgage of land 
or interests in land on behalf of clients; services of listing agents and bro-
ker members dealing in precious metals, stones or cash over US$18,750; 
among others. 

14 Compliance

Do the AML laws in your jurisdiction require covered 
institutions and persons to implement AML compliance 
programmes? What are the required elements of such 
programmes?

Any institution or person to which the money laundering regulations apply 
must have in place the six tenets of AML: 
• customer identification procedures; 
• record keeping; 
• internal reporting procedures;
• ongoing monitoring;
• training of all staff, initially and ongoing, as well as screening of 

employees; and
• appointment of a money laundering reporting officer and a money 

laundering compliance officer.

15 Breach of AML requirements

What constitutes breach of AML duties imposed by the law? 

Breaches of anti-money laundering duties include ‘failure to disclose’ sus-
picion that another is engaged in criminal conduct to the nominated officer, 
as well as ‘tipping off ’. Tipping off involves a disclosure of information 
where under the Law a disclosure is required to be made to the reporting 
authority and the disclosure of that information prejudices any investiga-
tion that might be conducted following the disclosure referred to above. 

16 Customer and business partner due diligence

Describe due diligence requirements in your jurisdiction’s 
AML regime. 

It is essential to know who your client is. As part of that regime it is impor-
tant to obtain sufficient information and documents to identity the ben-
eficial owner of the entity for which the work is being undertaken. Due 
diligence is therefore required at the start of the business relationship to 
ensure the client is who they purport to be and to ensure that business is 
not being transacted with an entity with which an underlying owner is not 
suitable to enter into a business relationship. Under the Cayman Islands 
regime, documentation is required to be certified by a notary public or by a 
suitable certifier. The identity of the ultimate beneficial owner is required 
for all clients that are entities or legal arrangements for anyone ultimately 
owning or controlling 10 per cent or more of the shares or voting rights 
or who otherwise exercises control over the management of the entity. 
Where there is an ongoing relationship, consideration must be given to 
ensuring due diligence documents are up to date and remain current. It 
is also essential that the business relationship be monitored to ensure the 
conduct of the relationship and the account is consistent with the nature 
of the business.

17 High-risk categories of customers, business partners and 
transactions

Do your jurisdiction’s AML rules require that covered 
institutions and persons conduct risk-based analyses? Which 
high-risk categories are specified? 

The Cayman Islands regime is risk-based and each service provider must 
determine their level of risk. The Guidance Notes on the Prevention and 
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Detection of Money Laundering and Terrorist Financing set out rules when 
entering into business relationships with high-risk clients. Not only does 
the regime set down rules for high-risks clients, such as politically exposed 
persons, clients not physically present in the jurisdiction and correspond-
ent banking relationships, but it also provides rules for high-risk scenarios. 
Furthermore, the Cayman Islands also does not permit business with shell 
banks and has abolished bearer shares.

Correspondent banking is a bank that can conduct business transac-
tions including the acceptance of deposits on behalf of another financial 
institution. They are more likely to be used to conduct business in foreign 
countries and act as a domestic bank’s agent overseas.

The Cayman Islands also has a list of countries which, it has been deter-
mined, have similar or equivalent levels of anti-money laundering laws in 
place, making conducting business with these jurisdictions more efficient 
based on the risk ratings. Countries that are not on this list pose a higher 
risk of money laundering and require enhanced customer due diligence.

18 Record-keeping and reporting requirements

Describe the record-keeping and reporting requirements for 
covered institutions and persons. 

All records must be kept for a minimum period of five years from the ter-
mination of the business relationship. Suspicious activity must be reported 
as soon as is practicable after the information comes to the knowledge 
of the person. Suspicious activity is defined in the Guidance Notes on 
Prevention and Detection of Money Laundering and Terrorist Financing 
as an activity that is inconsistent with the customer’s known legitimate 
activities or with the normal business for that type of account. Once there 
is suspicion of criminal conduct then this must be reported to the Financial 
Reporting Authority.

19 Privacy laws

Describe any privacy laws that affect record-keeping 
requirements, due diligence efforts and information sharing.

Under the Cayman Islands law, various regulators such as the Cayman 
Islands Monetary Authority, the Tax Information Exchange Authority, 
the Financial Reporting Authority can obtain due diligence informa-
tion through the appropriate channels placed in the Monetary Authority 
Law, the Tax Information Authority Law and the Proceeds of Crime Law, 
regardless of whether the information is deemed to be confidential, once 
the appropriate measures under the gateways to permit the exchange of 
information in the various laws are observed. 

20 Resolutions and sanctions

What is the range of outcomes in AML controversies? What 
are the possible sanctions for breach of AML laws?

Any breach of the AML laws can result in a criminal offence that is liable to 
a fine and imprisonment for two years, or a fine of a minimum of US$6,250. 
This does not cover breaches under the Proceeds of Crime Law, which can 
result in, at maximum, a fine and imprisonment for two years. Regulatory 

action may also be taken against the regulated entity and its officers for 
non-compliance with the guidance issued by the regulator and which 
would be a condition of doing regulated business.

21 Limitation periods

What are the limitation periods governing AML matters?

As AML matters are criminal there is no limitation period from when the 
offence was committed. 

22 Extraterritoriality

Do your jurisdiction’s AML laws have extraterritorial reach?

The AML laws of the Cayman Islands apply to anyone conducting relevant 
financial business in or from within the Cayman Islands. Therefore entities 
conducting relevant financial business can be subject to Cayman Islands 
AML legislation even if conducting business outside the Cayman Islands, 
and therefore the penalties for non-compliance are applicable. This is spe-
cifically relevant if the entity also holds a licence to conduct business from 
the regulator.

Civil claims

23 Civil claims and private enforcement

Enumerate and describe the required elements of a civil 
claim or private right of action against money launderers and 
covered institutions and persons in breach of AML laws. 

A civil action may be brought by someone affected by the money laun-
dering and seeking damages against the launderer. A claim may also lie 
against an institution where procedures were not followed. There is no 
monetary threshold on the amount of a claim being pursued. The burden 
of proof will be the balance of probabilities test where the plaintiff will only 
need to prove that their case is more probable than the other.  

International anti-money laundering efforts

24 Supranational 

List your jurisdiction’s memberships of supranational 
organisations that address money laundering.

The Cayman Islands is an associate member of the regional style body of 
the FATF: the CFATF.

Update and trends

As a part of the Cayman Islands’ commitment to anti-money laun-
dering and combating terrorist financing, the jurisdiction continu-
ously monitors and reviews its legislation. It is therefore anticipated 
that changes to the laws and regime could be made by June 2017. 

Rob Jackson rob.jackson@walkersglobal.com 
Sandra Edun-Watler sandra.edun-watler@walkersglobal.com

190 Elgin Avenue
George Town
Grand Cayman KY1-9001
Cayman Islands

Tel: +1 345 949 0100
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25 Anti-money laundering assessments 

Give details of any assessments of your jurisdiction’s money 
laundering regime conducted by virtue of your membership 
of supranational organisations.

Cayman received 38 out of 40 recommendations as compliant or largely 
compliant in its last round of mutual evaluations conducted by the CFAFT 
using the FATF 40 Nine Special Recommendations in 2007. The fourth 
round of evaluation should be conducted in the second quarter of 2017. 

26 FIUs 

Give details of your jurisdiction’s Financial Intelligence Unit 
(FIU).

The Financial Reporting Authority of the Cayman Islands is a member of 
the Egmont Group.

The Financial Reporting Authority 
133 Elgin Avenue, 4th Floor
Government Administration Building
George Town
Grand Cayman
Cayman Islands
Tel No. (345) 945-6267
Fax No. (345) 945-6268

27 Mutual legal assistance 

In which circumstances will your jurisdiction provide 
mutual legal assistance with respect to money laundering 
investigations? What are your jurisdiction’s policies and 
procedures with respect to requests from foreign countries for 
identifying, freezing and seizing assets?

The Cayman Islands has several mechanisms in place to provide infor-
mation with respect to money laundering investigations. Assistance can 
be given to any country seeking information for an investigation or for an 
administrative, civil or criminal action. The Cayman Islands has several 
memoranda of understanding in place between itself and other regula-
tory bodies globally. However, the absence of an MOU does not preclude 
the sharing of information as the various authorities such as the Tax 
Information Authority, the Cayman Islands Monetary Authority and the 
Financial Reporting Authority all have procedures under their laws to allow 
for assistance in the obtaining of information. There is also a Mutual Legal 
Assistance Treaty in place with the United States and for other countries 
the Criminal Justice (International Cooperation) Law for which informa-
tion can be obtained.
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