
loebsmith.com

Fund Management 
in Cayman Islands

(part 1)



FUND MANAGEMENT REGULATION

Regulatory framework and authori�es

How is fund management regulated in 
the Cayman Islands? Which authori-
�es have primary responsibility for 
regula�ng funds, fund managers and 
those marke�ng funds?

The main regulatory body in the 
Cayman Islands that regulates open-
ended investment funds, closed-ended 
investment funds, fund managers and 
par�es marke�ng investment funds is 
t h e  C ay m a n  I s l a n d s  M o n e t a r y 
Authority (CIMA). The main statutes 
from which CIMA derives its supervi-
sory powers and du�es in respect of 
investment funds are the Mutual Funds 
Act and the Private Funds Act, and in 
respect of fund managers, is the 
Securi�es Investment Business Act (the 
SIB Act).

Fund administra�on

Is fund administra�on regulated in 
your jurisdic�on?

A Cayman Islands-domiciled en�ty that 
carries on business as a mutual fund 
administrator is required to have a valid 
licence for doing so and is required to be 
regulated by CIMA. There is more than 
one type of mutual fund administrator 
licence and CIMA will assess, among 
other things, whether the applicant has 
sufficient exper�se to administer 
regulated investment funds (both 

open-ended and closed-ended) and 
whether the business as a mutual fund 
administrator will be administered by 
persons who are fit and proper to be 
directors or, as the case may be, manag-
ers or officers in their respec�ve 
posi�ons.
Mutual fund administra�on is defined 
in the Mutual Funds Act as the manage-
ment or administra�on of a mutual 
fund to provide the principal office of 
the mutual fund in the Cayman Islands 
or the provision of an operator to the 
mutual fund. An overseas fund adminis-
trator that is not established in the 
Cayman Islands is not regulated by 
CIMA and may be the administrator of a 
Cayman Islands investor fund if the 
administrator is authorised or other-
wise permi�ed to carry out administra-
�on ac�vi�es to investment funds in 
any non-high risk jurisdic�on.

Authorisa�on

What is the authorisa�on or licensing 
process for funds? What are the key 
requirements that apply to managers 
and operators of investment funds in 
the Cayman Islands?

The vast majority of open-ended funds 
will qualify as mutual funds under the 
Mutual Funds Act (as amended), which 
requires mutual funds to be licensed or 
regulated as such. Closed-ended funds 
(i.e., funds that issue investment inter-
ests that are not redeemable pr 
repurchasable at the op�on of the 
investor of record), which fall within the
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scope of the Private Funds Act, are 
required to register with, and conse-
quently become regulated by, CIMA.

The authorisa�on process for an open-
ended fund will depend on the regula-
tory category it chooses to register 
under (e.g., a licensed fund under 
sec�on 4(1)(a) of the Mutual Funds Act, 
an administered fund under sec�on 
4(1)(b) of the Mutual Funds Act, a 
registered fund under sec�on 4(3) of 
the Mutual Funds Act, or a limited 
investor fund under sec�on 4(4) of the 
Mutual Funds Act). For closed-ended 
funds, the authorisa�on process 
requires the private fund to:

 i. submit an applica�on for regis-
tra�on to CIMA within 21 days 
a�er its acceptance of capital 
commitments from investors for 
the purposes of investments;

 ii. file prescribed details in respect 
of the private fund with CIMA;

 iii. pay a prescribed annual registra-
�on fee to CIMA in respect of the 
private fund;

 iv. comply with any condi�ons of its 
registra�on imposed by CIMA; 
and 

 v. comply with the provisions of the 
Private Funds Act.

A Cayman Islands-domiciled fund 
manager will have to either apply to 

CIMA for a licence to undertake busi-
ness as such under the Securi�es 
Investment Business Act (as revised) or 
apply to CIMA to be registered under a 
less regulatory onerous regime as a 
Registered Person. An overseas fund 
manager can provide services to a 
Cayman Islands investment fund and 
there is no requirement for the over-
seas fund manager to be licensed by or 
registered with CIMA unless that fund 
manager establishes itself in the 
Cayman Islands. Operators of mutual 
funds, such as directors, are subject to 
registra�on or licensing requirements 
under the Director Registra�on and 
Licensing Act and are required to regis-
ter with CIMA and pay annual renewal 
fees to maintain their registra�on in 
good standing.

Territorial scope of regula�on

What is the territorial scope of fund 
regula�on? Can an overseas manager 
perform management ac�vi�es or 
provide services to clients in the 
C a y m a n  I s l a n d s  w i t h o u t 
authorisa�on?

The laws in the Cayman Islands (e.g., 
Mutual Funds Act, Private Funds Act 
and the Securi�es Investment Business 
Act are not extraterritorial in scope and 
effect. An overseas fund manager can 
provide services to a Cayman Islands 
investment fund and there is no legal 
requirement for the overseas fund 
manager to be licensed by or registered 
with CIMA unless that fund manager
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establishes opera�ons in the Cayman 
Islands.

Acquisi�ons

Is the acquisi�on of a controlling or 
non-controlling stake in a fund man-
ager in the Cayman Islands subject to 
prior authorisa�on by the regulator?

There is no requirement for an overseas 
fund manager to be licensed by or be 
registered with CIMA unless that fund 
manager establishes itself in the 
Cayman Islands. Accordingly, there 
would be no need for any prior no�fica-
�on to, or authorisa�on by, CIMA of a 
change in controlling or non-controlling 
stake in a fund manager established 
overseas. A fund manager regulated in 
the Cayman Islands (i.e., whether as a 
CIMA licensee or a registered person) 

under the SIB Act is prohibited from 
issuing, voluntarily transferring or 
disposing of any shares or partnership 
interests (as applicable) without the 
prior approval of CIMA, but CIMA may 
grant an exemp�on from this prior 
approval requirement where the fund 
manager’s securi�es are publicly traded 
on a recognised securi�es exchange.

Restric�ons on compensa�on and 
profit sharing

Are there any regulatory restric�ons 
on the structuring of the fund man-
ager ’s compensa�on and profit-
sharing arrangements?

There are no regulatory restric�ons on 
the structuring of the fund manager’s 
compensa�on and profit-sharing 
arrangements.
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