
THE CAYMAN ISLANDS AS A COUNTRY 

The Cayman Islands (Cayman) is a British Overseas Territory located in the Western 

Caribbean, 150 miles south of Cuba, 167 miles northwest of Jamaica and 480 miles 

southwest of Miami. It comprises three islands with a total area of 101 square miles: 

Grand Cayman, Cayman Brac and Little Cayman. George Town, the capital, is on Grand 

Cayman. The Cayman Dollar is pegged to the US Dollar at a rate of exchange of US$1.25 

to CI$1.00. GDP per capita is CI$42,605 (2010) and the population is 54,397 (2010).  

 

The country’s beautiful beaches, clear green sea, year-round warm temperatures and 

friendly inhabitants ensure tourism is a key industry.  A sound regulatory regime, 

political and economic stability, tax neutrality and a deep pool of highly skilled and 

experienced service providers have contributed to financial services being the other. 

 

Cayman is one of the world’s leading providers of both institutional and private client-

focused financial services and is a preferred destination for the structuring and 

domiciling of sophisticated financial products. Forty of the world’s 50 largest banks have 

branches on Cayman. It is home to around 10,000 funds and is the second largest 

captive insurance domicile in the world.  It also boasts a secure legal framework for 

trusts, based on English common law principles and local legislation in the form of the 

Trusts Law (2011 Revision). 

 

GOVERNMENT  

Cayman is a parliamentary democracy with judicial, executive and legislative branches. 

It has a Governor appointed by the UK government and an elected Legislative Assembly 

comprising 15 members.  The governor presides over an 8-member Cabinet, which is 

headed by a Premier selected from the 5 ministers elected to the Cabinet from the 

Legislative Assembly. In addition to the Governor there are two appointed civil servants 

in the Cabinet.  

After consulting with the Premier, the Governor allocates a portfolio of responsibilities 

to each Cabinet member. Under the principle of collective responsibility, all ministers 

are obliged to support in the Assembly any measures approved by Cabinet.  The 

Governor must take the Cabinet’s advice, except in matters of defence, external affairs, 

internal security, the police and the civil service, or if he or she considers it against the 

public's interest. 

LEGISLATION 

Bills which have passed the Legislative Assembly require Royal Assent before becoming 

effective. The Constitution empowers the Governor to withhold Royal Assent in cases 

where the legislation appears to him or her to be inconsistent with the Constitution or 

affects the rights and privileges of the Legislative Assembly or the Royal Prerogative. 

 

 

 



REGULATION 

The Banks and Trust Companies Law (2009 Revision) and the Private Trust Companies 

Regulations, 2008 give the Cayman Islands Monetary Authority the responsibility of 

regulating the trust industry in Cayman. This includes licensing and registration, as well 

as ongoing supervision. 

 

TAXATION 

No direct taxation is imposed on residents and Cayman Islands companies. The 

government receives the majority of its income from indirect taxation. Duty is levied 

against most imported goods, typically in the range of 12% to 27%. The government 

charges flat licensing fees on financial institutions that operate in the islands and there 

are work permit fees on foreign labour. A 10% government tax is placed on all tourist 

accommodation, in addition to a US$25 airport departure tax. 

 

There are no taxes on profits, capital gains, income or any withholding taxes charged to 

foreign investors. There are no estate or death duties payable on Cayman real estate or 

other assets held in Cayman. 

The government charges stamp duty of 6 per cent (rising to 7.5 per cent in a few areas) 

on the value of real estate at sale, with reduced rates available for Caymanians. There is 

a 1 per cent fee payable on mortgages of less than CI$300,000, increasing to1.5 per cent 

on mortgages of CI$300,000 or higher.  

REASONS FOR INCLUDING A CAYMAN TRUST IN INTERNATIONAL TAX AND ESTATE 

PLANNING 

Cayman trust law provides an extensive, flexible and robust tax and estate planning 

framework, which is based on English common law and is similar to the trust laws of the 

United Kingdom. The available structures within the Cayman trust regime allow trusts 

for almost any purpose.    

 

Common uses include: preserving and protecting family assets;  philanthropic purposes; 

holding shares in a private trust company; and benefiting specific persons while also 

achieving specific other purposes such as protecting a family business or for pre- 

immigration planning purposes. Depending on the jurisdiction of the settlor and 

beneficiaries there may also be tax and estate planning advantages.  Certain trusts are 

also often used as Special Purpose Vehicles in commercial transactions. 

 

There is no obligation to register any Cayman trust with the Cayman Islands Monetary 

Authority, except for exempted trusts, maintaining confidentiality.  Any person may act 

as trustee of a Cayman trust, however the trustee of a Cayman STAR trust must be or 

include a company licensed to carry out trust business in Cayman under the Bank & 

Trusts Companies Law and any Cayman Islands corporate trustee must be regulated. 

 

 



The Cayman trusts regime provides for three kinds of trusts: 

 

Ordinary Trust 

This is the most frequently used trust structure. Cayman legislation permits new trusts 

to continue for a maximum duration of 150 years, regardless of the rule against 

perpetuities, and clarifies the powers that can be reserved by the Settlor. 

 

Exempted Trust 

The Exempted Trust is registered with the Registrar of Trusts, with the trust deed 

entered in the Registry, which is not open to public inspection. An important advantage 

of an Exempted Trust is that upon application to the Governor in Cabinet the trust may 

be exempted for up to 50 years from all taxes that in future may be introduced in 

Cayman. 

 

STAR Trust (Purpose Trust) 

Introduced almost 15 years ago, Cayman’s Special Trusts (Alternative Regime) Law 

(STAR) now Part VIII of the Trusts Law substantially extended the Cayman Islands’ trust 

planning framework. STAR allows for trusts for any purpose (person trusts, charitable 

trusts, non-charitable private purpose trusts or any number or mix thereof) provided 

they are lawful and not contrary to public policy. In addition they may be created in 

perpetuity while still preserving all existing rules that relate to ordinary trusts allowing 

for true dynastic estate planning. This gem of Cayman Islands trusts allows for extreme 

flexibility and a wealth of uses for the high net worth individual and in commercial 

applications alike.  

 

A prime example and one which gives it an edge over many jurisdictions is that in an 

“ordinary” (non-STAR) trust the beneficiaries can agree to terminate or vary the trust 

and thereby circumvent wishes of the settlor. STAR solves this problem by separating 

the right of benefiting under a trust from the right of enforcement. Typically someone is 

designated as the person who is entitled to enforce the trust and that person, while not 

required to also be a beneficiary, more importantly can also be the actual or economic 

Settlor of the trust. A typical issue for the Asian client is the concept of control. STAR 

allows for greater control to be exercised over and above what is typically seen with 

ordinary trusts without compromising the validity of the trust arrangement. 

 

This synergistic combination of flexibility, control and separation of right and benefit 

may be particularly advantageous in asset protection trusts, security transactions, with 

person trusts where there are conflicts among family members and where attacks on 

the trust may be possible or simply to provide for young, vulnerable or extravagant 

beneficiaries until they are old, capable or wise enough to take responsibility for their 

own endeavors. For companies, uses include employee benefits plans, secure creditor 

holds or to own SPV’s used in financial or other structures or securitization 

arrangements may ultimately allow for personal or corporate tax minimization and or 

deferral or reducing liability exposure.   



The robust and comprehensive Cayman trust offering has the ability to provide the 

Asian client with immediate and long-term tax, estate, business and large family 

succession planning and pre-immigration advantages which outshine many jurisdictions. 

It avoids incorporation and registration costs allowing for greater privacy since there are 

no required filings with any public authority or governmental body. 

 

A FEW WORDS ABOUT THE AUTHOR 

Laura Brandon has been a resident of the Cayman Islands since 1990. She joined Trident 

Trust in August of 1993 where she has worked in several departments. Currently she is 

the Business Development Manager.  

 

Trident Trust has been present in Cayman since 1989 and is a Licensed Bank and Trust 

Company and Mutual Fund Administrator.  Our 60-strong Cayman team provides a 

broad range of trustee services to clients globally. 

For assistance with corporate, trust and fund services, please contact Trident Singapore 

at (+65) 63043288 or email at singapore@tridenttrust.com. 

 


