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1. Basis of Insurance and reinsurance 
Law
1.1 Sources of Insurance and reinsurance Law
The sources of insurance and reinsurance law in the Cay-
man Islands primarily comprise the Insurance Law 2010 
(“Insurance Law”) and the regulations made thereunder. 
The Insurance Law came into force on 1 November 2012, 
enhancing the previous legislation and reflecting develop-
ments in international standards and global industry, as well 
as facilitating the development of insurance and reinsurance 
linked securities business. The regulations made under the 
Insurance Law relate primarily to licensing applications and 
fees, capital and solvency, portfolio insurance companies and 
reporting. The Cayman Islands has a combined common law 
and statute-based legal system. While the Cayman Islands 
has its own body of case law, English case law is also of per-
suasive authority and may often be cited in court.

The Cayman Islands market includes insurers and reinsurers 
of domestic and non-domestic risk. The Cayman Islands is 
the second largest domicile for captives and holds the num-
ber one position worldwide for healthcare captives. As at 30 
September 2018, medical malpractice liability continues to 
be the largest primary line of business, with worker’s com-
pensation the second largest.

Around 90% of the risks insured by the Cayman Islands’ 
international insurance industry are in North America. The 
next most important geographical source is the Caribbean 
and Latin America, collectively. Perhaps unsurprisingly, 
therefore, the Cayman Islands has not sought equivalency 
with the EU Solvency II Framework to date, with the US 
National Association of Insurance Commissioners model 
regarded as more favourable.

2. regulation of Insurance and 
reinsurance
2.1 regulatory Bodies and Legislative Guidance
The Insurance Law strengthened the supervisory powers of 
the Cayman Islands Monetary Authority (CIMA). CIMA 
regulates the insurance sector in accordance with the Insur-
ance Law and regulations, together with the rules, statements 
of guidance, policies and procedures issued by CIMA and 
the Core Principles of Insurance Supervision issued by the 
International Association of Insurance Supervisors (IAIS). 
The policies and procedures to be followed by CIMA itself, in 
performing its regulatory functions, are set out in its regula-
tory handbook. 

Insurers, insurance managers, insurance agents and insur-
ance brokers are subject to the Cayman Islands Anti-Money 
Laundering Regulations (2018 Revision). Along with all 
other key financial sector jurisdictions, the Cayman Islands 

has implemented US FATCA and the OECD’s Common 
Reporting Standard, pursuant to which certain insurers writ-
ing cash value insurance or annuity contracts are regarded 
as financial institutions with resulting reporting and other 
obligations. 

Any person carrying on insurance business, reinsurance 
business or business as an insurance agent, insurance bro-
ker or insurance manager (collectively, “Regulated Busi-
ness”) in or from the Cayman Islands is required to hold 
a valid licence issued for that purpose under the Insurance 
Law. As set out in further detail below, domestic insurers 
offer insurance to Cayman Islands’ residents and businesses 
under a class A licence. The non-domestic market comprises 
both insurers that insure non-domestic risks under a class 
B licence and insurance linked securities structures under 
a class C licence. Reinsurers offer reinsurance products for 
domestic or foreign risks under a class D licence. 

There were a total of 823 insurance licensees under the 
supervision of CIMA as at 30 September 2018, of which 98 
related to the domestic market and 725 related to the inter-
national insurance market. There were 28 insurers licensed 
to offer their products in the domestic market, supported by 
70 insurance intermediaries. 

There were a total of 699 class B, C and D insurer and rein-
surers, and 26 insurance managers, at 30 September 2018. 
Pure captives and group captives represented the two main 
categories, with 313 and 120 companies respectively. Twen-
ty-one percent of the total class B, C and D insurance com-
panies were formed as segregated portfolio companies, with 
over 600 segregated portfolios.

2.2 The writing of Insurance and reinsurance
Any person carrying on Regulated Business in or from the 
Cayman Islands is required to hold a valid licence issued for 
that purpose under the Insurance Law. A person or entity 
who contravenes this requirement commits an offence and 
is liable on summary conviction to a fine of KYD100,000 
(approximately USD125,000) or imprisonment for a term 
of five years, or to both.

A person wishing to carry on Regulated Business in or from 
within the Cayman Islands shall make an application in writ-
ing to CIMA for a licence under one or more of the following 
categories:

•	Class A insurer licence for carrying on domestic insur-
ance business by a local insurer or external insurer, or 
limited reinsurance business as approved by CIMA;

•	Class B insurer licence, for the carrying on of insur-
ance business other than domestic business in respect of 
which:
(a) at least 95% of the net premiums written will origi-

nate from the insurer’s related business;
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(b) over 50% of the net premiums written will originate 
from the insurer’s related business; or

(c) 50% or less of the net premiums written will origi-
nate from the insurer’s related business;

•	Class C insurer licence, for the carrying on of insurance 
business involving the provision of reinsurance arrange-
ments in respect of which the insurance obligations of 
the class C insurer are limited in recourse to and col-
lateralised by the class C insurer’s funding sources or 
the proceeds of such funding sources, which include the 
issuance of bonds or other instruments, contracts for dif-
ferences and such other funding mechanisms approved 
by CIMA;

•	Class D insurer licence, for the carrying on of rein-
surance business and such other business as may be 
approved in respect of any individual licence by CIMA;

•	Insurance agent licence for the soliciting of domestic 
business on behalf of not more than one general insurer 
and one long term insurer;

•	Insurance broker licence for arranging or procuring, 
directly or through representatives, insurance or reinsur-
ance contracts or the continuance of such contracts on 
behalf of existing or prospective policyholders; and

•	Insurance manager licence for providing insurance 
expertise to, or for, class B insurers or class C insurers.

An application for a licence under the Insurance Law must 
contain prescribed information and be accompanied by a 
business plan and an application fee that depends on the 
license applied for. CIMA may approve an application for 
a licence subject to such conditions as CIMA determines 
for the proper operation and supervision of the licensee. A 
licensee must carry on business only in accordance with the 
information provided in its licence application and business 
plan. The business plan should contain details of the reasons 
for the business to establish an operation in the Cayman 
Islands, the short- and long-term objectives and how these 
will be achieved. The applicant must be able to demonstrate 
that it has adequate resources, in terms of manpower, sys-
tems and expertise, to meet its objectives. Further detailed 
guidance on the contents of business plans is available and 
depends on the type of license required. 

To satisfy CIMA’s licensing requirements, an applicant is 
required to ensure that:

•	the persons carrying on the business to which the appli-
cation relates are fit and proper to be directors, managers 
or officers in their respective positions;

•	it is able to comply with the Insurance Law and the 
Anti-Money Laundering Regulations (2018 Revision) as 
applicable;

•	the grant of a licence will not be against the public inter-
est of the Cayman Islands;

•	it has personnel with the necessary skills, knowledge 
and experience, and such facilities and such books and 
records as CIMA considers appropriate, having regard to 
the nature and scale of the business;

•	the structure of its insurance group, if any, will not hinder 
effective supervision; and

•	its capital complies with the prescribed level.

In terms of ownership, the names, addresses, nationalities 
and percentages of shareholdings of all shareholders must be 
provided to CIMA at the time of licensing. If the shares are 
held by a body corporate, details of ultimate beneficial own-
ership and the chain of connection must be provided. CIMA 
will request additional information in respect of any share-
holder, whether a body corporate or an individual, hold-
ing more than 10% of the company’s issued capital or total 
voting rights. For an individual shareholder the additional 
information will include a completed personal questionnaire 
and supporting documents. CIMA will also require details of 
an applicant’s management, including a completed personal 
questionnaire and supporting documents for each person 
who is to be or is currently performing the function of direc-
tor, officer or manager. CIMA will use the evidence provided 
to assess whether such persons are fit and proper to perform 
the relevant function based on this information. 

In terms of capital and solvency requirements, every appli-
cant is required to comply with the prescribed level of capital 
requirements under the Insurance Law. The prescribed capi-
tal and solvency requirements for each category of licence are 
set out in the relevant regulations made thereunder. CIMA 
reserves the power to prescribe a higher level of capital based 
on risk factors specific to the applicant and can exclude from 
the calculations assets that it deems inappropriate. 

Every licensee is required to comply with annual and ongo-
ing requirements. Every licensee is required to pay the pre-
scribed annual fee on or before 15 January every year after 
the first grant of its licence. The annual licence fee varies 
depending on the class of licence, and is currently equal to 
the application fee for each class of licence. A licensee who 
fails to pay the prescribed annual fee on time may be subject 
to penalty fees.

Subject to any waiver, an annual audit must be carried out 
in accordance with internationally recognised accounting 
standards by an independent auditor approved by CIMA. It 
is normally required that local auditors be appointed.

The annual reporting requirements of a licensee vary 
depending on the type of licence that it holds. Each licensee 
will be required to complete and submit to CIMA a pre-
scribed form together with a number of documents, includ-
ed audited financial statements.



CAYMAN ISLANDS  LAw AND PrACtICe

6

Licensees are subject to ongoing conduct of business require-
ments, including in relation to outsourcing, corporate gov-
ernance, internal controls, record keeping, market conduct, 
reinsurance arrangements and business continuity. Ongo-
ing prudential requirements include capital adequacy and 
investment and risk management. All licensees must have 
in place compliance and procedural manuals and internal 
controls to ensure effective management and compliance. 
Any changes to a licensee’s business plan must be notified 
to CIMA.

Generally, licensees are Cayman Islands incorporated com-
panies or exempted companies as discussed further at 2.2 
The Writing of Insurance and Reinsurance . However, two 
forms of company are particularly relevant and useful for 
certain types of insurance and reinsurance business. A 
segregated portfolio company (SPC) is a single legal entity 
divided into an unlimited number of portfolios, the assets 
and liabilities of which are legally segregated from each oth-
er. The Insurance Law permits SPCs to register subsidiary 
companies as portfolio investment companies (PICs) with 
CIMA. A PIC of a licensed SPC may write insurance busi-
ness without the need for a separate insurance licence. PICs 
have the express power to contract with the parent SPC, any 
segregated portfolio of the parent SPC and any other PIC 
related to the parent SPC. Each PIC is a separate legal entity 
from the SPC and any other PIC. This facilitates the draft-
ing of legal documentation as each entity is a distinct legal 
person. 

2.3 The taxation of Premium
No income, capital gains or corporation taxes are payable in 
the Cayman Islands.

3. Overseas Firms Doing Business in the 
Jurisdiction
3.1 Overseas-Based Insurers or reinsurers
The requirement to obtain a licence under the Insurance 
Law to conduct Regulated Business applies only in so far 
the business is being conducted in or from within the Cay-
man Islands.

Only a person incorporated under the Companies Law 
(2018 Revision) (“Companies Law”) may be an insurance 
broker, insurance manager, a “local” class A insurer or a class 
D insurer. However, it is also possible to be licensed as an 
“external” class A insurer, meaning an insurer that is not a 
local class A insurer and whose principal or registered office 
is in a jurisdiction outside the Cayman Islands where the 
legislation for the regulation and supervision of insurers is 
acceptable to CIMA. A licensee that is an insurance broker, 
an insurance manager, a class A insurer or a class D insurer 
must have a place of business in the Cayman Islands. 

Only a person incorporated as an exempted company under 
the Companies Law and that has at least two directors may be 
licensed as a class B insurer or a class C insurer. An exempted 
company is one whose founding shareholder has sworn an 
affidavit that it will carry on business mainly outside the 
Cayman Islands. A class B or class C insurer, unless it main-
tains permanently a place of business in the Cayman Islands 
approved by CIMA, must appoint an insurance manager and 
maintain, at the insurance manager’s place of business or at 
another location approved by CIMA, full and proper records 
of the class B or class C insurer.

3.2 Fronting
Fronting is permitted in the Cayman Islands. 

4. transaction Activity

4.1 M&A Activities relating to Insurance 
Companies
Merger and acquisition activity is not high, with existing 
owners often being established businesses or families with 
little reason to sell.

The issue or transfer of shares of more than 10% of an insurer 
or reinsurer requires the prior approval of CIMA. CIMA, in 
assessing the application, will evaluate factors including the 
fitness and propriety of the proposed shareholder and rel-
evant directors, senior officers and managers; the proposed 
shareholder’s sources of funds; CIMA’s ability to supervise 
the proposed group structure; and, if the acquiring entity is 
regulated as a financial services provider in a foreign juris-
diction, the ability of the foreign regulator to conduct con-
solidated supervision of the group that will include the Cay-
man Islands insurer or reinsurer. CIMA will also consider 
whether any proposed business plan changes are sound and 
feasible and whether the interests of policyholders, investors, 
clients, creditors or the public would be negatively impacted 
by the proposed acquisition or merger. 

5. Distribution

5.1 Distribution of Insurance and reinsurance 
Products
Insurers within the domestic market offer their products 
directly as well as through intermediaries, namely insur-
ance brokers and insurance agents. Intermediaries fall into 
two categories in the Cayman Islands. An insurance bro-
ker means a holder of a valid insurance broker licence for 
arranging or procuring, directly or through representatives, 
insurance or reinsurance contracts or the continuance of 
such contracts on behalf of existing or prospective policy-
holders. An insurance agent means a holder of a valid insur-
ance agent licence for the soliciting of domestic business on 
behalf of not more than one general insurer and one long-
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term insurer. Intermediaries range from individuals to large 
international firms. Intermediaries can operate as enter-
prises or divisions of insurers or other financial institutions 
including banks, or as part of non-financial organisations. 
CIMA expects all licensees to demonstrate a high level of 
responsibility in the marketing of all their services. 

6. Making an Insurance Contract

6.1 Obligations of the Insured and Insurer
Contracts of insurance are based upon the principle of 
utmost good faith, and the general principles of English 
insurance common law regarding non-disclosure and mis-
representation have been followed in the Cayman Islands. 
Thus, each contracting party is obliged to disclose all cir-
cumstances material to the risk to the other contracting 
party. 

An insured will therefore generally be under a positive duty 
to disclose to the insurer all circumstances material to the 
risk to be insured, regardless of whether the insurer has spe-
cifically asked about those matters. Circumstances are mate-
rial for these purposes if they would influence the judgement 
of a prudent insurer in determining the premium or whether 
to insure the risk at all. Any failure to make such disclosure 
could provide grounds for the insurer to void the contract.

6.2 Failure to Comply with Obligations
When an insurer has entered into a contract of insurance 
in reliance of a misrepresentation by the insured, or where 
the insured has failed to disclose a material fact which, if 
disclosed, would have led the insurer to enter into the con-
tract upon different terms, or not to enter into the contract 
at all, the insurer may have the right to rescind the contract. 
The insurer may also have a claim for damages against the 
insured where it has suffered loss due to misrepresentation 
or non-disclosure by the insured.

6.3 Intermediary Involvement
Intermediaries fall into two categories in the Cayman 
Islands. An insurance broker means a holder of a valid insur-
ance broker licence for arranging or procuring, directly or 
through representatives, insurance or reinsurance contracts 
or the continuance of such contracts on behalf of existing 
or prospective policyholders. An insurance agent means a 
holder of a valid insurance agent licence for the soliciting of 
domestic business on behalf of not more than one general 
insurer and one long term insurer. 

6.4 Legal requirements and Distinguishing 
Features of an Insurance Contract
Consistent with English common law, contracts under Cay-
man Islands law do not need to be in writing. In practice, 
policies are issued in writing and, for the purposes of regula-
tory policy, documentation must be available for inspection 

by CIMA and meet certain requirements. There is no statu-
tory requirement for insurable interest in Cayman Islands 
law, although English common law may be taken to imply a 
requirement for insurance interest in all types of indemnity 
insurance. Before or at the time of concluding the contract, 
the customer must be provided with a range of prescribed 
written information including, in relation to the insurer, any 
intermediaries, the product and claim and complaints pro-
cedures. In addition, certain commissions and any conflicts 
of interest must be disclosed. 

6.5 Multiple Insured or Potential Beneficiaries
The position is no different where there are multiple insureds. 

6.6 Consumer Contracts or reinsurance Contracts
The position is no different with regard to consumer con-
tracts or reinsurance contracts.

7. Alternative risk transfer

7.1 Art transactions
There has been an increase in alternative risk transfer prod-
ucts such as insurance-linked securities. The class C licence 
was introduced for the carrying on of insurance business 
involving the provision of reinsurance arrangements in 
respect of which the insurance obligations of the class C 
insurer are limited in recourse to and collateralised by the 
class C insurer’s funding sources or the proceeds of such 
funding sources which include the issuance of bonds or 
other instruments, contracts for differences and such other 
funding mechanisms approved by CIMA, facilitating alter-
native risk transfer. In recognition of their particular model, 
Class C insurers are subject to a different level of regulatory 
oversight and may in certain circumstances be able to obtain 
audit waivers.

7.2 Foreign Art transactions
See 7.1 Art transactions.

8. Interpreting an Insurance Contract

8.1 Contractual Interpretation and Use of 
extraneous evidence
Insurance contracts are subject to the same approach to 
interpretation as other contracts, save for where a term 
already has a settled judicially accepted meaning. Addition-
ally, the Insurance Law outlines certain requirements and 
considerations that need to be observed when approaching 
the entry into, enforcement and interpretation of insurance 
contracts, including but not limited to: 

•	the invalidity of terms within insurance contracts relating 
to domestic insurance business which attempt to oust the 
jurisdiction of the courts of the Cayman Islands;
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•	the validity of contracts involving parties that fail to 
operate with the requisite insurance licences; 

•	the requirement to arbitrate differences or disputes 
relating to an insurance contract that relates to domestic 
insurance business; and 

•	the regulation of agreements between insurance brokers 
and insurers. 

The courts of the Cayman Islands have also given specific 
guidance on the following matters relating to insurance con-
tracts: 

•	Factors to be considered in ascertaining the jurisdiction 
with which a contract of insurance has closest connec-
tion; 

•	The law with which a contract of insurance has closest 
connection; 

•	The degree of probability required for insurers to prove 
claims are fraudulent; 

•	How ambiguities in insurance policies are to be con-
strued;

•	The duty of parties to an insurance contract to disclose 
any material information voluntarily before entry into 
insurance contract, the standard of the duty and how the 
materiality of the information is assessed; and 

•	The importance of complying with widely-recognised 
insurance industry standards and the consequences of 
non-compliance.

When interpreting the terms of an insurance contract, or 
determining evidential matters in relation to bona fide legal 
relations between the parties, such as the parties’ subjective 
intentions, explanations and subsequent conduct, the Grand 
Court of the Cayman Islands (“Grand Court”), which is a 
superior court of record, is entitled to analyse the transac-
tion and is not restricted to merely considering the trans-
action itself. This may include the examination of external 
evidence, including but not limited to, the parties’ explana-
tions and circumstantial evidence, such as evidence of the 
subsequent conduct of the parties. Whilst there is no dedi-
cated consumer protection regime in the Cayman Islands, 
the Grand Court has held that ambiguities arising from the 
interpretation of insurance policies are to be construed in 
favour of the policyholder. 

8.2 warranties
Insurance contracts are based on utmost good faith. War-
ranties in an insurance contract may be expressly made or 
implied, but are materially of greater importance than in 
other forms of contract. Warranties in insurance contracts 
must be complied with. If not observed, a breach of warranty 
in an insurance contract, regardless of triviality or absence of 
any loss suffered, may discharge an insurer from all liability 
under the policy or may entitle the policyholder to void the 
contract.

8.3 Conditions Precedent
Conditions precedent in an insurance contract need not be 
titled as such, but will be so construed if expressly made 
(unless the term is used indiscriminately). Breach of a condi-
tion precedent, depending on the seriousness of the breach, 
may, for example, entitle an insurer to refuse payment under 
the policy without treating the policy as discharged.

9. Disputes

9.1 Disputes Over Coverage
The mechanism for dispute resolution will be determined by 
the applicable terms of the insurance contract and whether 
the insurance contract relates to a foreign or domestic insur-
ance business. 

However, where a dispute arises in connection with a con-
tract of domestic insurance business, and there is no valid 
arbitration agreement in place between the parties, they are 
required to agree to the appointment of one arbitrator for the 
adjudication of the dispute. Where the parties are unable to 
agree on a choice of arbitrator, CIMA will appoint an arbitra-
tor on the parties’ behalf who will conduct the arbitration 
pursuant to the Arbitration Law 2012 (“Arbitration Law”). 
The position is no different in relation to consumer contracts 
or reinsurance contracts. 

9.2 Disputes Over Jurisdiction and Choice of Law 
The Insurance Law provides that every contract of domes-
tic business shall be subject to the jurisdiction of the courts 
of the Cayman Islands, notwithstanding any provision to 
the contrary contained in the contract or in any agreement 
related to the contract.

Disputes as to choice of law and those relating to insur-
ance business conducted outside the Cayman Islands are 
addressed pursuant to Cayman Islands jurisprudence and 
English conflicts of law principles that have been adopted 
in the Cayman Islands. There are no applicable international 
conventions in this regard.

9.3 Litigation Process
Civil proceedings in the Cayman Islands, whether arising 
in contract, tort or both where the debt or damages claimed 
exceed KYD20,000 (approximately USD25,000) are com-
menced before the Grand Court. The Grand Court possesses 
and exercises a similar jurisdiction as that capable of being 
exercised in England by Her Majesty’s High Court of Justice 
and the Divisional Courts of that Court. Additionally, the 
Grand Court has the power to make binding declarations 
of right in any matter, whether any consequential relief is or 
could be claimed or not.

Civil procedure in the Grand Court is governed by the Grand 
Court Rules 1995 (as amended) (“GCR”), which closely fol-
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low the former Rules of the Supreme Court of England and 
Wales as they were prior to the introduction of the Civil 
Procedure Rules in 1999. The GCR lay down procedural 
requirements that have to be complied with at each stage of 
civil litigation, including but not limited to: 

•	the method of commencing civil proceedings (“originat-
ing process”); 

•	the issuance, service and acknowledgment of service of 
the originating process; 

•	formal requirements of pleadings; 
•	applications for interlocutory relief in advance of the 

determination of substantive issues; 
•	disclosure obligations; 
•	trial; and 
•	costs of the parties. 

Any proceeding (i) commenced in relation to an exempt-
ed insurer, including an action by or against its directors, 
insurance manager or auditor or (ii) any action for breach 
of a contract of insurance (including an application for a 
declaration) where the amount claimed exceeds KYD1 mil-
lion (approximately USD1.25 million), are deemed “finan-
cial services proceedings” and are allocated to the specialist 
Financial Services Division (FSD) of the Grand Court (one 
of the five divisions of the Grand Court). FSD proceedings 
attract fixed fees for the commencement of proceedings 
of KYD5,000 (approximately USD6,250), are assigned to 
specific commercial judges and have specific procedural 
guidelines. As a result, hearings in the FSD are generally 
fast-tracked and therefore heard within six to eight weeks 
following the closing of pleadings.

Civil actions that do not fall within the aforementioned 
scope of financial services proceedings are allocated to the 
Civil Division of the Grand Court, which typically deals with 
civil cases of a more general nature. No specific judges are 
immediately assigned to cases in the civil division, although 
judges retain a discretion to direct that they be ‘seised’ of 
any particular case. In addition to attracting certain fixed 
fees, proceedings commenced in the civil division indorsed 
with a claim for a debt or liquidated demand attract ad valo-
rem fees of 1% of the principal sum claimed in excess of 
KYD10,000 (approximately USD12,500); 0.5% of the prin-
cipal sum claimed in excess of KYD100,000 (approximately 
USD125,000) and 0.25% of the principal sum claimed in 
excess of KYD1 million (approximately USD1.25 million). 

9.4 The enforcement of Judgments
Foreign judgments have no direct operation in the Cayman 
Islands, so they cannot directly be enforced by execution. 
However, certain foreign judgments may be enforced pursu-
ant to Cayman Islands statutory or common law rules. 

There is a specific procedure for the registration of judg-
ments of the superior courts of Australia and its external 

territories for the purposes of their enforcement under the 
Foreign Judgments Reciprocal Enforcement Law (1996 Revi-
sion). Foreign judgments outside Australia and its external 
territories can only be enforced pursuant to common law. 

A party seeking to enforce a foreign judgment pursuant to 
the common law must commence an action in the Cayman 
Islands on the foreign judgment. The action must be brought 
in the FSD. Subject to certain exceptions, a foreign judgment 
may be enforced pursuant to Cayman Islands common law 
if all of the following conditions apply: 

•	The judgment is a determination of the existence of 
rights against a person (in personam) rather than over 
property (in rem); 

•	The foreign court had jurisdiction over the party against 
whom the plaintiff is attempting to enforce the judgment; 

•	The judgment is not impeachable under the relevant 
common law rules; and

•	The judgment is final and conclusive (notwithstanding 
that it may be subject to an appeal in the foreign courts). 

In most cases it is then possible to apply for summary or 
default judgment on the grounds that the defendant has no 
defence to the claim. Provided the aforementioned condi-
tions are met, the judgment procedure will be quicker and 
more straightforward than that for a claim which must be 
brought on its merits.

9.5 The enforcement of Arbitration Clauses
Arbitration clauses in commercial insurance and reinsur-
ance contracts can be enforced in the Cayman Islands. Fur-
thermore, unless otherwise agreed by the parties, the Grand 
Court may, on the application of a party to the arbitration 
proceedings who has given notice to the other parties, 
determine any question of law arising in the course of the 
proceedings that the Grand Court is satisfied substantially 
affects the rights of one or more of the parties. Any applica-
tion made to the Grand Court pursuant to the Arbitration 
Law will be heard in the FSD.

9.6 The enforcement of Awards
An award made by an arbitral tribunal may, with leave of the 
Grand Court, be enforced in the same manner as a judgment 
or order of the Grand Court to the same effect, and where 
leave is so given; judgment may be entered in terms of the 
award.

Foreign arbitral awards have no direct operation in the 
Cayman Islands, so, for example, they cannot directly be 
enforced by execution. However, previously, awards made 
in states that are party to the New York Convention on the 
Recognition and Enforcement of Foreign Arbitral Awards 
(“New York Convention”) could be enforced within the Cay-
man Islands (the Cayman Islands are party to the New York 
Convention). Following the enactment of the Arbitration 
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Law in July 2012, that jurisdiction has been significantly 
extended so that arbitral awards from any foreign state may 
be enforced pursuant to Cayman Islands statute, irrespec-
tive of whether or not the New York Convention is engaged. 

9.7 Penalties for Late Payment of Claims
Insurers in the Cayman Islands do face penalties for the late 
payment of claims if they improperly delay settling claims. 
Pursuant to the Insurance Law, where CIMA is of the opin-
ion that an insurance licensee (i) is committing, or about 
to commit, an act that is an unsafe or unsound practice in 
conducting the business of the licensee, or (ii) is pursuing 
or about to pursue, a course of conduct that is an unsafe or 
unsound practice in conducting the business of the licensee, 
CIMA may direct the licensee, in relation to a policy, a line 
of business or the entire business of the licensee, to cease or 
refrain from committing the act or pursuing the course of 
conduct and to perform such acts as in the opinion of CIMA 
are necessary to remedy or ameliorate the situation.

A person, who without reasonable cause, fails to comply 
with such direction given by CIMA commits an offence and 
is liable on summary conviction to a fine of KYD100,000 
(approximately USD125,000) or to imprisonment for a term 
of five years or to both and, if on conviction on indictment, 
to a fine of KYD500,000 (approximately USD625,000) or 
to imprisonment for a term of ten years or to both. Fur-
thermore, if the offence of which the person is convicted is 
continued after conviction he commits a further offence and 
is liable to a fine of KYD10,000 (approximately USD12,500) 
for every day on which the offence is so continued.

Additionally, CIMA has broad powers to take regulatory 
enforcement action, which it may exercise without notice 
on an urgent basis, where appropriate. Such actions include, 
but are not limited to: 

•	suspension of the licence of a licencee; 
•	revocation of the licence of a licencee; 
•	the imposition or amendment of conditions or further 

conditions on a licence or registration;
•	requiring the substitution of a director, operator, senior 

officer, general partner, promoter, insurance manager or 
shareholder of a licencee or registrant (as applicable);

•	appointing a person to assume control of the affairs of a 
licencee or registrant; 

•	appointing a person to advise a licencee or registrant on 
the proper conduct of its affairs; and 

•	in serious cases, applying to the Grand Court for an order 
directing that the company be wound up.

10. Insurtech 

10.1 Insurtech Developments
Whilst the game-changing qualities of InsurTech have 
been recognised as an important part of the discussion 
on the development of the insurance industry in the Cay-
man Islands, we are not aware of any specific and material 
InsurTech initiatives or developments by local regulators.

However, to facilitate the emergence of InsurTech initiatives 
and the development of InsurTech products and other fin-
tech related ventures, the Cayman Islands government has 
announced that it is planning to introduce an adaptable, 
technology-neutral, regulatory sandbox-type framework 
that will facilitate and promote innovative applications of 
technology.

10.2 regulatory response
See 10.1 Insurtech Developments.

11. emerging risks and New Products 

11.1 emerging risks
Emerging risks that affect the Cayman Islands are similar to 
those in other key financial sector jurisdictions as described 
above.

11.2 New Products or Alternative Solutions
As discussed above, there has been an increase in alterna-
tive risk transfer products such as insurance-linked secu-
rities facilitated by the class C licence regulatory regime. 
There is an increasing focus on transactions that provide 
innovative solutions to the transfer of longevity risk. The 
Cayman Islands is also the natural domicile for insurers and 
reinsurers affiliated with investment funds, given its status as 
a leading private equity and hedge funds domicile.

As an international insurance centre, the Cayman Islands 
has experienced significant growth. Stability, a sophisticated 
legal system and regulatory regime and appropriate imple-
mentation of international standards are all factors in mak-
ing the Cayman Islands ever more popular.

12. recent and Forthcoming Legal 
Developments
12.1 Developments Impacting on Insurers or 
Insurance Products
Although not specifically insurance or reinsurance related, 
there are legal developments that will have an impact on the 
insurance and reinsurance sector, amongst others. 

The Cayman Islands is a member of the OECD’s Inclusive 
Framework on Base Erosion and Profit Shifting (BEPS), 
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which brings together over 100 jurisdictions to collaborate 
on the implementation of the OECD BEPS Package. The 
Tax Information Authority (International Tax Compli-
ance) (Country-by-Country Reporting) Regulations 2017 
were gazetted on 15 December 2017 to implement BEPS 
Action 13, namely Country by Country Reporting, in the 
Cayman Islands. These regulations only apply to multina-
tional enterprise groups with consolidated group revenues 
of USD850 million or more during the previous fiscal year 
(“MNE Groups”). Groups with consolidated group revenues 
of less than USD850 million are excluded. However, Cayman 
Islands resident entities that are constituent entities of MNE 
Groups are required to take certain steps to comply. The Cay-
man Islands is also establishing a legislative framework for 
determining the extent to which it will be necessary for a 
relevant company conducting relevant business to be able to 
demonstrate appropriate “substance” in the Cayman Islands 
as part of its BEPS compliance.

The Cayman Islands Data Protection Law, 2017 (“DPL”) will 
come into force in September 2019. International financial 
sector businesses will find many similarities between the 
data protection law of the Cayman Islands and of other juris-
dictions where they are active. The DPL requires a data con-
troller to comply with eight data protection principles when 
processing personal data and to ensure that those principles 
are complied with in relation to personal data processed on 
the data controller’s behalf pursuant to a written contract. 
The DPL deals also with data security, data breaches and 
the rights of individual data subjects, including providing 
a privacy notice. 
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