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are tax resident outside the Cayman Islands must also make an 
annual filing with the TIA.  A Relevant Entity that is carrying 
on a Relevant Activity will generally be required to have substan-
tial activities in the Cayman Islands, also known as “economic 
substance”, and satisfy the applicable economic substance test 
(the “ES Test”).  Where a Relevant Entity carries on more than 
one Relevant Activity, it will be required to satisfy the ES Test in 
respect of each activity.

The ES Test varies depending on the Relevant Activity being 
conducted.  Generally speaking, in order to satisfy the ES 
Test, a Relevant Entity will need to show that it: (a) conducts 
core income-generating activities (“CIGA”) in relation to 
that Relevant Activity in the Cayman Islands; (b) is directed 
or managed in an appropriate manner in or from the Cayman 
Islands in relation to that Relevant Activity; and (c) having 
regard to the level of relevant income derived from the Relevant 
Activity carried out in the Cayman Islands: (i) has an adequate 
amount of operating expenditure incurred in the Cayman 
Islands; (ii) has an adequate physical presence (including main-
taining a place of business or plant, property and equipment) in 
the Cayman Islands; and (iii) has an adequate number of full-
time employees or other personnel with appropriate qualifica-
tions in the Cayman Islands.

The TIA shall impose a penalty of approx. US$12,500 on 
a Relevant Entity for failing to satisfy the ES Test or approx. 
US$125,000 if it is not satisfied in the subsequent financial year 
after the initial notice of failure.  After two consecutive years of 
failure, the Grand Court in the Cayman Islands may make an 
order requiring the Relevant Entity to take specified action to 
satisfy the ES Test or an order that it is defunct or to be struck off. 

The COVID-19 pandemic has had little impact on the 
governance of Cayman Islands entities.  In general, due to the 
geographical location of the Islands and the registered office/
agent system, most entities already conducted most of their 
governance by remote means.  The financial services, legal, and 
administration industries, as well as the Cayman Islands itself, 
have fared well during the pandemic.

1.4 What are the current perspectives in this 
jurisdiction regarding the risks of short-termism and the 
importance of promoting sustainable value creation over 
the long-term?

The Cayman Islands financial service sector and legal sector 
always strive with long-term goals in mind.  The jurisdiction is 
mature having been in the financial service sector for over 60 
years.  In this time, the jurisdiction has gone from strength to 
strength with a sustainable and value-driven financial economy 
that has survived and thrived throughout despite the many chal-
lenges it has faced over the years.

1 Setting the Scene – Sources and 
Overview

1.1 What are the main corporate entities to be 
discussed?

For international clients, the three most common forms of 
legal entity registered or formed in the Cayman Islands are 
(1) Exempted Companies, (2) Limited Liability Companies 
(“LLCs”), and (3) Exempted Limited Partnerships (“ELPs”).

1.2 What are the main legislative, regulatory and other 
sources regulating corporate governance practices?

The primary, over-arching legislation governing the three primary 
forms of legal entity are the Companies Act (2021 Revision) 
(“CA”), the Limited Liability Companies Act (2021 Revision) 
(“LLCA”), and the Exempted Limited Partnership Act (2021 
Revision) (“ELPA”).

In addition, if the entity acts as a mutual or private fund then 
it will be subject to either the Mutual Funds Act (2021 Revision) 
(“MFA”), or the Private Funds Act (2021 Revision) (“PFA”).  An 
entity that operates as a fund and is required to register with the 
Cayman Islands Monetary Authority (“CIMA”) under either the 
MFA or PFA will also be subject to the published rules, guid-
ance, and policies of CIMA.

The International Tax Co-operation (Economic Substance) Act 
(2021 Revision) (“ESA”) will also apply to most entities formed 
and registered in the Cayman Islands.  The precise nature and 
extent of the application of the ESA will depend on the precise 
nature of the entity’s activities and methods of income generation.

Other Acts may also apply depending on the activities of the 
entity.

1.3 What are the current topical issues, developments, 
trends and challenges in corporate governance?

The application and effect of the ESA has been the main corpo-
rate governance issue facing Cayman Islands registered entities 
in recent years.  The ESA requires all Cayman Islands entities 
(and foreign entities registered in the Cayman Islands) which, 
in summary, includes all legal persons that are registered with 
the Cayman Islands Register of Companies, to make an annual 
notification to the Cayman Islands Tax Information Authority 
(“TIA”).  In addition, entities (known as “Relevant Entities” as 
further defined below) who carry on certain activities (known 
as “Relevant Activities” as further detailed below) must report 
on such activities to the TIA on an annual basis.  Entities that 
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LLCA for general meetings or their equivalent.  If members 
have a right to vote upon a matter, it will be up to the managing 
member to ensure that such vote is conducted in accordance 
with the LLC Agreement.

Exempted Limited Partnerships
The rules governing meetings of the partners of an ELP will be 
set out in the Limited Partnership Agreement; there is no provi-
sion in the ELPA for general meetings or their equivalent.  Often 
no provision will be made for meetings, and instead limited part-
ners will receive reports regarding the partnership’s progress. 

2.4 Do shareholders owe any duties to the corporate 
entity/entities or to other shareholders in the corporate 
entity/entities and can shareholders be liable for acts or 
omissions of the corporate entity/entities? Are there any 
stewardship principles or laws regulating the conduct 
of shareholders with respect to the corporate entities in 
which they are invested?

Shareholders or stakeholders owe limited duties to their fellow 
stakeholders, but these are not extensive.  Beyond their liability 
to the company or partnership upon a winding up, the share-
holders, members or limited partners do not generally owe any 
duties to the company or partnership. 

2.5 Can shareholders seek enforcement action against 
the corporate entity/entities and/or members of the 
management body?

Exempted Companies
Where a director breaches any of his common law or fiduciary 
duties, the company can take action to recover its property or to 
obtain payment of damages from the director as compensation 
for any loss incurred.  The company is also entitled to recover 
any personal profit a director may have made by exploiting his 
position.  In addition, it should be noted that a minority share-
holder may bring a derivative action on behalf of a company 
against the directors if they use their powers either fraudulently 
or negligently with the intention of benefitting themselves at the 
expense of the company for whom they act.

Generally, directors’ duties are owed to the company as 
a whole and not to individual members.  It follows that the 
general rule is that the enforcement of a director’s duties is for 
the company alone and this rule is subject to only limited excep-
tions, for instance, where derivative claims can be bought by a 
minority shareholder.

Exempted Limited Partnerships
The primary power of the Limited Partners of an ELP is to 
replace the general partner with another.  Any further enforce-
ment action would need to be commenced in the courts.

2.6 Are there any limitations on, or disclosures 
required, in relation to the interests in securities held by 
shareholders in the corporate entity/entities?

There are no limitations on the percentage or number of inter-
ests or shares held.

The registers of shareholders, members, and limited part-
ners (as applicable depending on the nature of the entity) are all 
private documents in the Cayman Islands and do not need to be 
displayed publicly or made available for inspection to the public.  
They are also not filed with the registrar. 

2 Shareholders

2.1 What rights and powers do shareholders have in 
the strategic direction, operation or management of the 
corporate entity/entities in which they are invested?

Other than appointing or removing the members of the manage-
ment body, shareholders of Exempted Companies and non-man-
aging members of LLCs do not generally have rights or powers 
over the strategic direction, operation or management of the 
corporate entity/entities in which they are invested, unless 
expressly stated in the constitutional documents.

Exempted Limited Partnerships
The general partner of the ELP is responsible for its manage-
ment.  It is important to note that a limited partner may lose 
the benefit of limited liability if it engages in the conduct of the 
business of the ELP with persons who are not partners in the 
ELP.  A limited partner will only be held liable in such circum-
stances to a person who is a person who transacted business 
with the ELP during the relevant period with actual knowledge 
of such participation and who then reasonably believed that the 
limited partner was a general partner.

The ELPA provides several “safe harbour” activities which 
a limited partner may undertake without being deemed to take 
part in the conduct of the business of the ELP.  Examples 
include acting as a director of the general partner, consulting/
advising the general partner and appointing a person to serve on 
a committee of the ELP. 

2.2 What responsibilities, if any, do shareholders have 
with regard to the corporate governance of the corporate 
entity/entities in which they are invested?

Shareholders, non-managing members and limited partners 
do not have responsibilities in this regard as they do not have 
responsibility for the day-to-day management of the entity.  

2.3 What kinds of shareholder meetings are commonly 
held and what rights do shareholders have with regard to 
such meetings?

A meeting of the shareholders is referred to as a general meeting.  
These come in two forms: annual and extraordinary.  There is 
no requirement for an Exempted Company, LLC or ELP to hold 
an annual general meeting, and many forego this.

Exempted Companies
The procedures surrounding the general meeting will be set 
out in the constitutional documents.  If no such procedures are 
provided, then there are provisions within the CA that stipulate 
the procedures.  Typically, all members who hold shares giving 
them a right to attend and vote at a general meeting will be enti-
tled to notice of the meeting.  Such notice will give details of 
the time, date, and place of the meeting, as well as the proposed 
business.  Proxy forms will accompany the notice.

Shareholders vote on proposed resolutions.  Initially votes are 
on a show of hands, where each shareholder has a single vote.  If 
enough shareholders make a request, then resolutions can instead 
be voted for on a poll.  In this case, each shareholder has one vote 
for each share that they hold.

Limited Liability Companies
The rules governing meetings of the partners of an LLC will 
be set out in the LLC Agreement; there is no provision in the 
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for a director of an Exempted Company to be appointed by the 
board of directors upon receipt of a letter from the new director 
accepting his or her appointment.  The other method of appoint-
ment can be by shareholder resolution. 

The Managing Member(s) of an LLC and the general partner 
of an ELP are appointed by the members and limited partners 
respectively.  Again, the precise nature of these appointments, 
and the nature of the power to remove, will be set out in the enti-
ty’s constitutional documents.

3.3 What are the main legislative, regulatory and other 
sources impacting on compensation and remuneration 
of members of the management body?

There are no legislative or regulatory restrictions on the remu-
neration of members of the management body.  An entity (via 
the directors, managing members or general partner) is free to 
set its own levels of remuneration, but when doing so must, as 
always, bear in mind the duties owed to stakeholders and to the 
entity itself.

3.4 What are the limitations on, and what disclosure 
is required in relation to, interests in securities held 
by members of the management body in the corporate 
entity/entities?

There is no limit on a member of the management body of a 
company holding shares or other equity interests in a company.

The general partner of an ELP should not hold an interest in 
the ELP that is equivalent to that held by the limited partners.  
To do so would render the general partner a limited partner.  

Generally, no disclosures are required if a director holds 
shares in an Exempted Company.  However, if by way of such 
ownership the director found that a conflict of interest arose, 
then that would need to be disclosed in certain circumstances.  
The manner of making such disclosure is normally set out in the 
constitutional documents.

3.5 What is the process for meetings of members of 
the management body?

The exact process for meetings will be set out in an entity’s 
constitutional documents.  Generally, meetings are called by 
notice on an ad hoc basis.  Meetings will require a minimum 
number of attendees to be quorate – generally this is two direc-
tors/managing members; if there is only one, then of course that 
sole manager may make decisions by themselves.  Decisions are 
normally approved by a simple majority, but the constitutional 
documents may specify otherwise. 

Alternatively, most Cayman Islands entities may pass resolu-
tions of the board or members without holding a meeting.  In 
this instance, a pack of relevant documents and draft resolu-
tions are circulated to the management body, and if approved, a 
signed set of resolutions is compiled and dated. 

3.6 What are the principal general legal duties and 
liabilities of members of the management body?

Exempted Companies
A director owes both common law and fiduciary duties to the 
company for whom he acts.  In essence, this means that direc-
tors, operating and making decisions as a board, are required to: 
(i) act in good faith in the best interests of the company; (ii) use 

These registers will be open for inspection by shareholders, 
members, and limited partners, but redactions are permitted, 
and information shared may be limited to only that which is 
necessary.

Notwithstanding the above, certain Exempted Companies 
that fall within the scope of the “Beneficial Ownership” regime 
set out in the CA need to maintain a beneficial ownership 
register.  Again, this is not a public register, but this information 
is accessible by the appointed competent authority of the Cayman 
Islands and available for automatic exchange with, and only in 
the event of a legitimate and lawful request from, the relevant 
law enforcement or tax authority in the Cayman Islands or the 
United Kingdom.  At its simplest, it is a register of those share-
holders holding more than 25% of the shares in the company, 
or who hold 25% of the voting rights, or who have the power 
to appoint and remove the directors.  The register includes their 
name, date of birth, residential address or address for service, 
information identifying the individual from their passport, driv-
er’s licence or other government-issued ID including identifying 
number, country of issue and date or issue and expiry, and the 
dates from and until which they were a beneficial owner.

2.7 Are there any disclosures required with respect to 
the intentions, plans or proposals of shareholders with 
respect to the corporate entity/entities in which they are 
invested?

There are no such required disclosures.

2.8 What is the role of shareholder activism in this 
jurisdiction and is shareholder activism regulated?

Shareholder activism does not play a role in the Cayman Islands.

3 Management Body and Management

3.1 Who manages the corporate entity/entities and how?

An Exempted Company will have a board of directors who are 
ultimately responsible for the management of the company.  The 
directors manage the company in accordance with the CA, the 
company’s own memorandum and articles of association, and 
their common-law fiduciary duties.  Decisions of the directors 
are recorded either in minutes of a meeting, or more often in 
written resolutions.

An LLC may be governed by some or all of its members or 
by appointed non-member managers.  Unless otherwise speci-
fied in the LLC Agreement, the management of an LLC will be 
vested in its members acting by a majority in number.

An ELP is managed by its general partner.  Where the 
general partner is itself a Cayman entity, it will normally be an 
Exempted Company and so will have a board of directors as set 
out above.  In addition, an ELP will have a Limited Partnership 
Agreement, and the general partner will use that, as well as the 
ELA, to govern the partnership.  Decisions of the directors of 
the general partner are recorded either in minutes of a meeting, 
or more often in written resolutions.

3.2 How are members of the management body 
appointed and removed?

The procedures for both appointment and removal will be set 
out in in an entity’s constitutional documents.  It is common 
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can be summarised as being (i) acting in good faith in the best 
interests of the entity, (ii) using powers conferred on them for 
their proper purpose, and (iii) exercising whatever skill they 
possess and reasonable care when acting in the entity’s interests.

In practice this means that the key corporate governance 
responsibilities/functions extend to ensuring that the entity 
remains in good standing with the relevant registrar and, if 
applicable, with CIMA.  This includes ensuring that all annual 
filings, notifications and relevant fees are made and paid prior 
to any relevant deadline.  Key decisions should be minuted 
or otherwise noted, and books and records should be kept in 
accordance with good practice.

As stated above, the main recent challenge has been the ESA 
and its implications.  

3.8 Are indemnities, or insurance, permitted in relation 
to members of the management body and others?

A general indemnity is often, if not always, included in the 
constitutional documents of each of the three entities discussed 
in this note.  This indemnity will generally exclude acts or omis-
sions in breach of the relevant document, or which constitute 
fraud, gross negligence or wilful misconduct on the part of the 
management body.

For an Exempted Company, there will normally be a provi-
sion in the articles to specify that any liability of the directors is 
several and that no director will be held accountable for the acts 
or omissions of the other directors.

Insurance is permitted and may be recommended depending 
on the business of the entity.  If the entity is regulated, insurance 
may be required.

3.9 What is the role of the management body with 
respect to setting and changing the strategy of the 
corporate entity/entities?

The management body is entirely responsible for setting and 
changing the strategy of the corporate entity/entities.  Other 
stakeholders and/or advisors may be consulted but ultimately 
it is the management body that will approve any actions to be 
taken.

4 Other Stakeholders 

4.1 May the board/management body consider the 
interests of stakeholders other than shareholders in 
making decisions? Are there any mandated disclosures 
or required actions in this regard?

The board/management body may consider the interests of other 
stakeholders.  However, it is imperative that such considera-
tion does not extend to influence or the fettering of a director’s 
discretion in making a decision.  The benefit and interests of 
the company and shareholders take priority unless the entity is 
being wound up, in which case the interests of creditors become 
of consideration.

4.2 What, if any, is the role of employees in corporate 
governance?

Employees are not involved in the governance of Cayman Islands 
entities unless they are employed as members of the manage-
ment body and otherwise delegated certain responsibilities.

powers conferred on them for their proper purpose; and (iii) 
exercise whatever skill they possess and reasonable care when 
acting in the company’s interests.  In this context, the company 
is defined usually by reference to all shareholders, as opposed to 
any particular shareholder.  As a general principle, the directors 
need to balance the short-term interests of the present members 
against the long-term interests of future members.

A director who fails in his duties to the company may have 
unlimited liability for a loss suffered by the company, even if 
he himself has not made any personal gain.  Similarly, direc-
tors may be directly accountable to third parties for any loss or 
damage suffered by them as a result of their actions, omissions 
or in respect of information supplied by them.  Where a director 
breaches his fiduciary duty or his duty of skill and care to the 
company, he will be liable to civil action instigated by the party, 
most often the company, to whom the duty is owed for any loss 
suffered or undisclosed profit made or advantage taken.

Limited Liability Companies
Subject to any express provision of the LLC Agreement to the 
contrary, a manager of an LLC owes no duty (fiduciary or other-
wise) other than a duty to act in good faith in respect of the 
rights, authorities or obligations of the manager.  The good 
faith duty can be expanded or restricted, but not eliminated, 
by the express provisions of the LLC Agreement.  Subject to 
any express provision of the LLC Agreement to the contrary, 
a member does not owe any duty (fiduciary or otherwise) to 
the LLC or to a member in exercising any rights or authori-
ties, or performing any obligations, in respect of the LLC.  In 
particular, the LLC Act provides that where a member is exer-
cising any vote, consent or approval right, it may do so in its own 
best interests even though it may not be in the best interests of 
the LLC or any other member.

The LLC Act also expressly provides that any person serving 
on any board or committee of the LLC may, if expressly 
permitted to do so by the LLC Agreement, act in a manner which 
the person believes to be in the best interests of a particular 
member (even though it may not be in the best interests of all the 
members or the LLC).

Exempted Limited Partnerships
The general partner has a duty under the ELPA to act at all 
times in good faith and, subject to any express provisions of the 
Limited Partnership Agreement to the contrary, in the interests 
of the partnership.

There is no specific guidance in the ELPA as to the full extent 
of this duty, and no decision of the Cayman Islands’ courts on 
the point.  It is reasonable to assume that the courts will look to 
decisions of the English and Commonwealth courts for guid-
ance.  In recent years, the English and Commonwealth common 
law authorities have placed increasing emphasis on an objective 
test to be considered alongside a subjective test when consid-
ering the standard of skill and care that should be exercised by 
directors.  It is likely that the Cayman Islands courts would look 
to these authorities for guidance.

3.7 What are the main specific corporate governance 
responsibilities/functions of members of the 
management body and what are perceived to be the key, 
current challenges for the management body?

The main requirements are that the management body manages 
the entity in accordance with the duties that it owes.  As outlined 
in other answers in this chapter, the precise nature of these 
duties varies depending on the nature of the entity, but broadly 
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In general, a Cayman Islands entity does not require an auditor.  
However, any entity that is registered with CIMA, including 
funds registered under the MFA or PFA, and virtual asset service 
providers registered under the Virtual Asset (Service Providers) 
Act (Act 14 of 2020), will be required to submit audited accounts 
to CIMA.  An audit must be approved by a CIMA-approved 
Cayman Islands auditor.  All of the big four accountancy firms 
have offices on the Islands, as well as many other large and well-
known accounting firms.

5.2 What corporate governance-related disclosures are 
required and are there some disclosures that should be 
published on websites?

None, generally.  Certain regulated entities may have certain 
corporate governance disclosure obligations.

5.3 What are the expectations in this jurisdiction 
regarding ESG- and sustainability-related reporting and 
transparency?

There are no expectations with regard to ESG and sustainability 
reporting.

4.3 What, if any, is the role of other stakeholders in 
corporate governance?

Stakeholders do not have a role in corporate governance.

4.4 What, if any, is the law, regulation and practice 
concerning corporate social responsibility and similar 
ESG-related matters?

There is no legislation or regulation of corporate social respon-
sibility or ESG-related matters.

5 Transparency and Reporting

5.1 Who is responsible for disclosure and transparency 
and what is the role of audits and auditors in these 
matters?

It is the role of the directors, the managing member, or the 
general partner (as applicable) to ensure that the entity is 
governed correctly, and this includes all matters of transparency 
and disclosure.
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