
waystone.com

The Cayman Islands has long been recognised 
as a global hub for fund activity, attracting 
investors and fund managers from around  
the world. 
While various factors contribute to the success of these funds, one aspect that 
cannot be underestimated is the choice of independent directors.  With the 
recently updated Statement of Guidance for Mutual Funds and Private Funds, 
together with the new Rules on Corporate Governance, the latter coming into 
effect on 14 October 2023, it is advisable that investment managers now review 
the position of the funds and structures they oversee to ensure compliance with 
the updated requirements.  Independent directors play a vital role in shaping the 
governance and strategic decision-making processes of hedge funds and private 
funds. In this article, we will explore how the selection of independent directors 
impacts the success of Cayman Islands hedge funds and private funds.

1. Ensuring effective governance

Independent directors bring a fresh perspective and objectivity to the boardroom, 
ensuring effective governance of regulated mutual funds and private funds 
(established under the Mutual Funds Act and Private Funds Act, respectively). 
By maintaining independence from fund managers, they act as fiduciaries for the 
best interests of investors. Their expertise in areas such as risk management, 
compliance, and financial oversight helps enhance transparency, accountability, 
and regulatory compliance, fostering investor confidence.

2. Mitigating conflicts of interest

Cayman Islands funds often face complex structures and intricate investment 
strategies. Independent directors are crucial in mitigating conflicts of interest 
that may arise between the fund manager, investors, and service providers. 
Their impartiality ensures that decision-making remains focused on the fund’s 
objectives, safeguarding investors’ interests and preventing potential conflicts 
from compromising the fund’s success.
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3. Enhancing due diligence

The presence of independent directors strengthens the due diligence process for Cayman Islands funds. 
Directors are not actively involved in the day-to-day management, allowing them to objectively evaluate the 
funds activities and decisions.  Additionally, they actively participate, carrying out risk assessments and 
performance evaluations. Independent directors bring diverse skill sets, experience and market expertise, 
allowing for a comprehensive evaluation of investment opportunities and potential risks. Their involvement 
brings an additional layer of scrutiny to investment strategies and helps hedge funds make well-informed 
decisions.

4. Building credibility and investor trust

The choice of independent directors significantly influences the credibility and trustworthiness of Cayman 
Islands funds. Investors increasingly seek assurance that their investments are being managed diligently 
and ethically. Independent directors enhance the fund’s reputation by upholding best practices, ethical 
standards, and industry regulations. Their presence assures investors of a robust governance framework, 
boosting confidence and attracting potential investors.

5. Navigating an evolving regulatory landscape

Global regulatory environments for funds are continually evolving. Independent directors play a pivotal role 
in helping Cayman Islands hedge funds navigate these changes. They possess a deep understanding of 
regulatory requirements and can assist in implementing necessary compliance measures. Their expertise 
ensures the fund’s adherence to local and international regulations, reducing the risk of non-compliance 
and associated reputational damage.

The choice of independent directors is integral to the success of Cayman Islands hedge funds and 
private funds as the jurisdiction continues to enhance its regulatory regime, aiming to be “best in class”.  
It continues to demonstrate to international bodies that funds based in the jurisdiction are appropriately 
supervised, in addition to providing clarity and comfort to investors as the jurisdiction continues to enhance 
its regulatory framework. Independent directors bring impartiality, expertise, and effective governance 
to fund boards, mitigating conflicts of interest and enhancing due diligence processes. Independent 
directors foster credibility, trust, and investor confidence, making the funds more attractive to potential 
investors. Furthermore, their ability to navigate the ever-changing regulatory landscape helps hedge funds 
and private funds stay compliant and adapt to new industry standards. By recognising the vital role of 
independent directors, Cayman Islands hedge funds and private funds can strengthen their foundations for 
sustainable growth and long-term success. 

Waystone offers high-quality fund governance through experienced, independent fund directors. Our 
professional fund directors meet the fit and proper standards of the Cayman Islands Monetary Authority 
(CIMA) and work alongside our team of fund governance professionals, utilising technology that provides a 
clearly-documented audit trail to support the decision-making processes. 

If you would like to find out more about our independent director services, please reach out to your usual 
Waystone representative, or contact us below. 
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