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Introduction

Across global investment markets, the Cayman Islands continues to set the benchmark

for fund structuring, investor protection and governance transparency. Yet amid the
rapid evolution of fund products and the heightened expectations of institutional
investors, one element consistently defines whether a Cayman fund earns lasting
credibility: the quality and independence of its directors.

Independent directors serve as the stabilising influence within a fund’s
governance structure. They provide impartial judgment, continuity, and a
safeguard against groupthink or conflict-driven decisions. For Cayman funds,
their presence is no longer an optional enhancement but a practical necessity
for sound operation and investor trust.

At Stuarts Humphries, we regularly advise boards, promoters, and service
providers on governance frameworks that align with international best practice
and the Cayman Islands Monetary Authority’s (“CIMA”) expectations. This note
outlines why independent directors have become central to the success and
sustainability of Cayman Islands funds and why Stuarts Humphries is a natural
partner for implementing robust, compliant governance models.

The Governance Imperative

A well-constituted fund board does more than meet regulatory formality. It
forms the core of a fund’s accountability system. Independent directors
reinforce this accountability by ensuring that decisions are made in the best
interests of investors, not just managers or promoters.

Their contribution spans several critical areas:

e Governance Balance: Independence provides the counterweight that ensures
fund management remains transparent and aligned with stated investment

objectives.
e Conflict Management: Independent directors are positioned to identify,

address and record potential conflicts of interest before they evolve into

regulatory or reputational risk.

e Investor Assurance: Institutional investors increasingly view the inclusion of

independent directors as a baseline requirement when assessing fund
governance quality.

e  Continuity and Stability: When personnel change within management or the
administrator, independent directors provide ongoing familiarity with the

fund’s structure and obligations

Independence as a Strategic Advantage

While many fund promoters treat the appointment of independent directors as
compliance-driven, it is more accurate to view independence as a strategic
advantage. Objective board members enhance credibility, create better
decision-making environments, and demonstrate to investors that the fund
takes governance seriously.

In Cayman’s global marketplace, where fund managers operate across multiple
time zones and legal systems, independent directors provide vital local insight.
They understand the jurisdiction’s expectations for documentation, filings, and
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conduct, ensuring that the board’s activities remain defensible and compliant
with CIMA and statutory standards.

Selecting the Right Independent Directors

Appointing independent directors is not a box-ticking exercise. Boards should seek
individuals with demonstrable integrity, sound judgment, and experience in fund
governance and operations.

Practical considerations include:

e Experience with Cayman fund structures: Knowledge of exempted
companies, limited partnerships, and segregated portfolio companies is
essential.

e Capacity and engagement: A director should have the time and commitment
to actively participate in board meetings and reviews.

e Documented independence: The relationship between the director and the
fund’s promoter, investment manager, and service providers should be
clearly defined and disclosed.

e Constructive challenge: The ability to question, test, and verify management
assumptions without disrupting board cohesion distinguishes a valuable
independent director.

Boards that take these elements seriously position themselves to meet investor
expectations and regulatory scrutiny confidently.

Stuarts Humphries provides professional director services through qualified and
experienced professionals who act on the boards of Cayman funds, management
companies, and special purpose vehicles. Our independent directors bring proven
expertise in fund administration, compliance, and regulatory affairs, ensuring that
boards maintain the right balance of independence and operational understanding.
Each appointment is supported by the firm's institutional infrastructure, giving
clients the reassurance of both personal accountability and organisational
continuity.

The Cayman Context

Cayman’s reputation as the leading offshore domicile rests on its combination of
flexibility, investor protection, and robust regulation. Independent directors play a
central role in maintaining that reputation.

Recent years have seen CIMA intensify its focus on corporate governance through
statements of guidance and enhanced supervisory engagement. Funds that
demonstrate proactive oversight through capable independent directors are better
equipped to respond to regulatory changes and market shocks alike.

In an environment where investor due diligence is increasingly rigorous,
independent directors are both a governance safeguard and a competitive
differentiator.

Why Stuarts Humphries

Stuarts Humphries offers a unique advantage in this space. Our firm combines deep
Cayman legal expertise with practical governance insight drawn from decades of
advising investment funds, their boards, administrators, and acting as independent
directors.

3B STUARTS HUMPHRIES

Independent
Directors in Cayman
Funds and Why
Every Cayman Fund
Needs Them

3rd Floor Kensington House,
69 Dr. Roy'’s Drive,

PO Box 2510, Grand Cayman,
KY1-1104, Cayman Islands

Tel: +1(345)949-3344
info@stuartslaw.com

stuartslaw.com

www.stuartslaw.com 7




Guidance Note

What sets us apart:

e Comprehensive Governance Support: We assist with director appointments,
board charters, governance frameworks, and regulatory filings.

¢ Local Knowledge and Global Perspective: Based in the Cayman Islands, our team
operates at the intersection of local compliance and international investor
expectation.

¢ Collaborative Approach: We work alongside fund administrators, auditors, and
managers which we have long established relationships with to ensure cohesive
board processes and strong information flow.

¢ Commitment to Integrity: We prioritise independence and oversight above all
else. This approach has earned Stuarts Humphries enduring relationships with
fund sponsors and fiduciaries globally.

Our guidance is not limited to setup or documentation; we remain a trusted partner
throughout the lifecycle of the fund, ensuring that governance standards are
continuously upheld and adapted to emerging regulatory developments.

Closing Observation

The appointment of independent directors reflects a fund’s values as much as its
compliance posture. Independence promotes transparency, protects investor interests,
and underpins the credibility of Cayman'’s financial services industry.

Stuarts Humphries remains committed to advancing these standards. We assist boards in
appointing capable independent directors and in building governance frameworks that
not only satisfy regulation but also earn investor confidence.

Guidance Note

This publication is for general guidance and is not intended to be a substitute for
specific legal advice. Specialist advice should be sought about specific circumstances.
If you would like further information, please contact:

Chris Humphries, Managing Director and Head of Funds

Tel: +1(345) 814-7911 | chris.humphries@stuartslaw.com

Jonathan Mclean, Partner and Head of Banking & Regultory
Tel: +1(345) 814-7930 | jon.mclean@stuartslaw.com
Megan Wright, Partner and Head of Corporate

Tel: +1(345) 814-7904 | megan.wright@stuartslaw.com

Stuarts Humphries is a leading Cayman Islands legal practice with international reach.
Offering a full range of corporate and commercial legal advice together with a
constant client focus, our experienced attorneys assist our clients on their most
significant and challenging commercial transactions, structures, liabilities and
obligations.

Our proven track record in advising leading international Law Firms, Investment
Managers, Investment Companies and High-Net-Worth individuals is a result of
the deep understanding of our markets.

At Stuarts, we strive to build and maintain lasting relationships with our clients
through the combined legal expertise and business acumen of our practice groups
and by providing outstanding service.
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