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Chapter 10

Cayman Islands

Maples Group

1 Setting the Scene — Sources and
Overview

1.1 What are the main substantive ESG-related

regulations and who is driving the regulatory agenda
in your jurisdiction?

The Cayman Islands do not currently impose ESG-related
obligations on financial services industry participants. As
such,therearenoprescribed ESG-relatedregulationsthatapply
to Cayman Islands-domiciled vehicles beyond governance-
related obligations. Accordingly, contracting parties may
freely legislate the nature and scope of any ESG-related
criteria that will apply to their arrangements.

The Cayman Islands, as an adherent to global best practices
and standards, actively monitors international trends and
developments in ESG. This deliberate approach recognises the
need for careful and measured consideration, ensuring that
any ESG-related regulatory proposals would need to provide
flexibility and align with the expectations and interests of a
broad range of financial services industry participants recog-
nising the Cayman Islands’ unique status as a world-leading
investment funds and capital markets domicile. It is antic-
ipated that any regulatory regime to be introduced in the
Cayman Islands would be an opt-in regime and would offer
flexibility in line with current local laws, allowing entities to
adopt effective ESG policies and strategies suitable for their
particular businesses.

The regulatory agenda in the Cayman Islands is shaped
by the collaborative efforts of the Cayman Islands Monetary
Authority (“CIMA”), the Cayman Islands government and the
private sector, aligning with investor demands, global trends
and the country’s commitment to sustainable development.
CIMA plays a crucial role in regulating and supervising the
financial services industry, ensuring compliance with inter-
national standards and best practices. The Cayman Islands
government, through its Ministry of Financial Services,
Commerce, and Environment, along with CIMA, engages with
industry stakeholders and international bodies to gather data
to inform future legislation and regulatory framework devel-
opment. The private sector, including financial services firms
and industry associations, actively participates in consulta-
tions to ensure that the jurisdiction remains competitive and
compliant with global standards.

In terms of governance obligations for investment funds
that are regulated by CIMA, Cayman Islands legislation,
regulations and guidance recognises that the operators of a
Cayman Islands vehicle hold ultimate responsibility for effec-
tively overseeing and supervising the activities and affairs of
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regulated investment funds and protecting the interests of
key stakeholders. The term “operator” refers to an entity’s
governing body; being the board of directors of a company,
the general partner of a partnership, the manager of a limited
liability company or the trustee of a trust, as applicable. The
governing body should comprise sufficient appropriately
qualified individuals. It is for the governing body’s members
to self-assess as to an individual’s suitability and, although
any such persons need not be independent of a management
company, each such person must exercise independent judg-
ment in fulfilling their duties as required by Cayman Islands
law, regulations, and the regulated investment fund’s consti-
tutional documents.

The key legislation and regulation that imposes governance
standards of which operators of a regulated investment fund
should be aware include:

(@) The Private Funds Act (As Revised), and the Mutual
Funds Act (As Revised) which regulates entities consti-
tuting private funds and mutual funds for Cayman
Islands law purposes.

(b) The Directors Registration and Licensing Act (As
Revised) (the “DRLA”) which provides for the registra-
tion and licensing of directors of CIMA regulated entities
and assists CIMA with verifying the basic information of
such directors.

(©) The Anti-Money Laundering Regulations (As Revised)
and the Guidance Notes on the Prevention and
Detection of Money Laundering, Terrorist Financing and
Proliferation Financing in the Cayman Islands, which
relate to persons carrying out “relevant financial busi-
ness in or from the Cayman Islands”, forming a business
relationship, or carrying out a one-off transaction, and
are aimed at preventing and detecting money laundering,
and combatting terrorism and proliferation financing.
There is additional oversight in the form of The United
Nations and United Kingdom sanctions extended to
the Cayman Islands by Orders in Council and sanctions
imposed by Cayman Islands authorities under Cayman
Islands legislation.

(d) CIMA’s Rule — Corporate Governance for Regulated
Entities, which places an obligation on all CIMA regu-
lated entities to establish and maintain a corporate
governance framework addressing, at a minimum: (i) its
objectives and strategies; (ii) the structure and govern-
ance of the governing body; (iii) appropriate allocation
of oversight and management responsibilities; (iv) inde-
pendence and objectivity; (v) collective duties of the
governing body; (vi) duties of individual directors; (vii)
appointments and delegation of functions and respon-
sibilities; (viii) risk management and internal control
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systems; (ix) conflicts of interest and code of conduct;
(x) remuneration policy and practices; (xi) reliable and
transparent financial reporting; (xii) transparency of
communications; (xiii) duties of senior management;
and (xiv) the entity’s relations with CIMA.

(e) CIMA’sRule-Contents of Offering Document —Regulated
Mutual Funds; and CIMA’s Rule — Contents of Marketing
Materials — Registered Private Funds (“CIMA’s Contents
Rules”) which prescribe CIMA’s disclosure requirements
for fund offering documents and marketing materials.

(f) CIMA’s Regulatory Procedure — Assessing Fitness and
Propriety which outlines CIMA’s procedure in assessing
the fitness and propriety of directors and senior officers
of financial service providers.

(g) CIMA’s Statements of Guidance — Corporate Governance
for mutual (open-ended) funds, private (close-ended)
funds, and licensees, which aim to provide regulated
entities with guidance as to CIMA’s minimum expecta-
tions for sound and prudent governance.

1.2 What are the main ESG disclosure regulations

and how have they evolved during the past 12 months?

There are currently no ESG-specific disclosure regulations in
the Cayman Islands.

ESG disclosures are important to incorporate into offering
and other documents so far as ESG considerations are rele-
vant to a regulated investment fund’s risk profile or busi-
ness affairs. CIMA recognises that robust approaches for
identifying, measuring, monitoring and managing mate-
rial ESG-related risks are important. As such, CIMA requests
ESG-focused registered investment funds to self-identify
voluntarily by way of a short notification in the investment
strategy disclosure contained within such investment fund’s
registration application, and in fund annual return forms.

With respect to governance obligations, the main regula-
tions are those listed in (a), (d), (e) and (g) of question 1.1.

The disclosures required in these regulations are varied and,
in summary, relate to the disclosure of: (a) conflicts and the
involvement by parties affiliated with the investment manager
and the relevant entity; (b) material adverse effects which may
impact the entity or its investors; (c) changes to information
filed with CIMA; and (d) certain investment objectives, strate-
gies, policies and procedures in offering materials.

On the subject of disclosure requirements which assist in
combatting greenwashing and social-washing and enhancing
transparency, pursuant to the Mutual Funds Act, a mutual
fund’s offering document to be issued to investors and filed with
CIMA must (subject to certain exceptions) describe the fund’s
equity interests in all material respects, and contain such other
information as is necessary to enable a prospective investor
in the fund to make an informed decision as to whether or not
to invest. In addition, the pre-existing statutory obligations
with regard to misrepresentation and the general common law
duties with regard to proper disclosure of all material matters
continue in effect.

The above statutory requirements are supplemented by
CIMA’s Contents Rules which require, among other matters,
disclosure in the offering documents/materials with respect
to the fund’s investment objectives and strategies, risk factors,
conflicts of interest, service providers and fee levels, material
agreements, net asset value calculation in accordance with
CIMA’s Rule — Calculation of Asset Values, and other financial
reporting matters.
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1.3 What voluntary ESG disclosures, beyond those

required by law or regulation, are customary?

ESG disclosures vary greatly by location of managers, oper-
ator(s) and/or investor base. Such disclosures may include
consideration of principal adverse impacts of investment
decisions on sustainability factors, among other matters.
ESG disclosures will typically follow the form of those incor-
porated in equivalent onshore documents or which reflect
arrangements which have been contractually agreed with
counterparties. By way of example, voluntary regimes
currently in existence with respect to ESG include the Global
Reporting Initiative and the International Sustainability
Standards Board (“ISSB”) (which consolidated the Climate
Disclosures Standards Board, the Sustainability Accounting
Standards Board and the International Integrated Reporting
Council with the IFRS Foundation).

In addition, certain ESG-related regulations have intro-
duced voluntary disclosures; for example, Regulation (EU)
2019/2089 of the European Parliament and of the Council of
27 November 2019 amending Regulation (EU) 2016/1011, as
regards EU Climate Transition Benchmarks, EU Paris-aligned
Benchmarks and sustainability-related disclosures for bench-
marks, has introduced two new categories of low-carbon
benchmarks, namely: (i) a climate-transition benchmark; and
(ii) a specialised benchmark that brings investment portfolios
in line with the Paris Climate Agreement regarding the goal
to limit the global temperature increase. The categories are
voluntary labels designed to assist investors who are looking
to adopt a climate-conscious investment strategy.

1.4 Are there significant laws or regulations currently

in the proposal process?

As mentioned, the Cayman Islands government, through
the Ministry of Financial Services, is currently reviewing
ESG-related trends and developments in the global market, and
may eventually propose a voluntary framework which parties
may choose to adopt if they wish to implement an ESG compo-
nent to their contractual arrangements. In parallel, CIMA may
develop a standardised disclosure and supervisory regime for
regulated investment funds that voluntarily elect to be subject
to ESG investment criteria and reporting obligations.

In the past year, there has been increasing dialogue among
stakeholders regarding the optional adoption of propor-
tionate and measured sustainable finance policies for invest-
ment funds that are pursuing an ESG primary investment
strategy. As part of these initiatives, in June 2024, CIMA
re-issued its voluntary Climate Change and Environmental-
Related Risks survey (originally issued in February 2024) with
the intention of gaining a better understanding of the current
landscape of the climate-related risks management processes
within Cayman Islands registered funds and other entities,
including across the asset management, banking, and insur-
ance sectors. A number of managers/investment advisers
engaged with CIMA, including outside the formal construct
of the survey, to provide feedback on market perspectives on
approach in different regions, including the US and Asia.

Additionally, there has been an effort to prioritise domestic
policy to demonstrate the benefits of pursuing ESG initia-
tives locally, with the aim of increasing public awareness of
sustainable finance/ESG.
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1.5 What significant private sector initiatives

relating to ESG are there? To what extent are private
companies reporting on ESG issues?

From a private sector perspective, many global financial insti-
tutions, including the Maples Group, are highly focused on the
impact that ESG factors and responsible investment have on
the financial services sector and are continuing to implement
voluntary initiatives, establish internal ESG advisory steering
groups and collaborate with (i) clients and investors to develop
and offer solutions and ESG products to achieve their respec-
tive ESG objectives, and (ii) governments, regulators, industry
leaders and associations, and other key stakeholders locally
and in various other jurisdictions, to help shape the Cayman
Islands financial services industry’s response to develop-
ments in ESG and sustainable finance regulation.

While there is currently no mandatory ESG reporting in
the Cayman Islands, many private companies in the finan-
cial services sector are increasingly adopting voluntary ESG
reporting to either address overseas regulator-related disclosure
obligations to which managers/investment advisers are subject,
or investor requirements. The extent of these efforts varies
based on the company’s size, global reach and investor demands.

2 Principal Sources of ESG Pressure

2.1 What are the views and perspectives of investors
and asset managers toward ESG, and how do they

exert influence in support (or in opposition) of those
views?

Specific views and approaches towards ESG vary among
investors and asset managers as well as among the jurisdic-
tions in which they are based. Notably, Europe has been an
early adopter in implementing ESG regulatory obligations. In
contrast, in the United States ESG has become the subject of
political debate with some states implementing bans on ESG
funds and bonds.

That said, investors and asset managers using Cayman
Islands structures are increasingly electing to adopt and inte-
grate ESG principles into their business affairs on the premise
that ESG considerations are ethical and can prove to be finan-
cially prudent in the long run.

Those in support of ESG actively seek investment oppor-
tunities and regulatory frameworks aligned with strong ESG
criteria, which encourages more entities to adopt ESG prac-
tices and service providers to develop more products to support
this agenda. A number of asset managers are implementing
ESG initiatives, seeking to align stakeholders’ interests and
avoid short-term investments and results, in return for long-
term incentives aligning investment practices with social
responsibilities and principles in order to meet the demands
of certain investors. Such investors are expecting meaningful
reports on adherence to ESG criteria and the impact that such
ESG factors have on the valuation and performance of compa-
nies in which they are indirectly invested.

2.2 What are the views of other stakeholders toward

ESG, and how do they exert influence in support (or
in opposition) of those views?

ESG and sustainable finance is a dynamic area that is contin-
uously evolving and growing to meet the expectations of a
wide number of stakeholders, including shareholders, policy-
makers, regulators and the government.
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As noted, the Cayman Islands government and CIMA are
considering legislative and regulatory initiatives that longer-
term could provide a framework and supervisory regime for
industry participants who wish to be subject to ESG criteria.
Notwithstanding these initiatives, the current Cayman
Islands legal and regulatory framework is sufficiently flexible
to allow investment managers and other financial industry
participants to voluntarily legislate for ESG-compliant prod-
ucts, covenants and other solutions to achieve their respective
ESG and sustainable finance objectives.

2.3 What are the principal regulators with respect

to ESG issues, and what issues are being pressed by
those regulators?

CIMA is the primary regulatory authority in the Cayman
Islands responsible for supervising regulated entities in the
Cayman Islands. CIMA is engaging with industry on ESG
matters, and recent information circulars and notices stress
the importance of robust investor education with respect to
evolving risks and issues associated with ESG-related invest-
ments, and the importance of fund operators identifying,
measuring, monitoring and managing material ESG-related
risks where applicable to their investment strategies.

The Cayman Islands government has indicated that poli-
cies within the ESG legislative framework would aim to target
“greenwashing”. Greenwashing is the practice of misrepre-
senting sustainability-related practices or features of invest-
ment products, and can occur in the lack of disclosure, the
name of the fund, how it is marketed, and/or misleading claims
about a product’s sustainability-related performance, among
other matters.

Pursuant to a draft Climate Change Policy, in a local context,
the Cayman Islands government more generally aims to reduce
the islands’ vulnerability to climate change, to promote low-/
zero-carbon economic activity and to establish a governance
framework for climate action. The governmentis also considering
blue economy opportunities, such as maintaining and restoring
mangrove forests as carbon sinks, for blue carbon credits.

The Cayman Islands government and CIMA have a particular
focus on governance practices generally, specifically focusing
on governance practices and management of regulated enti-
ties. CIMA’s approach places an emphasis on transparency
through disclosure, oversight, and diligence. The jurisdic-
tion is also firmly committed to combatting anti-money laun-
dering and terrorist and proliferation financing through a
multitude of governance frameworks and regulations.

2.4 Have there been material enforcement actions

with respect to ESG issues?

There have been no material enforcement actions with respect
to ESG issues in the Cayman Islands to date.

CIMA has various powers to ensure a high level of compli-
ance by regulated entities and their operators (including
to replace management or to deregister entities in certain
circumstances), including with respect to governance matters.

CIMA regularly takes material enforcement action against
entities and/or their operators through on-site inspections,
collaboration with other regulators and monitoring of regu-
lated entities. Examples of methods of material enforcement

is through:
(i) placing regulated entities into controllership or official
liquidation;
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(ii) publicly sanctioning and cancelling the registration of
entities;

(iii) publicly sanctioning and cancelling the registration of
operators (which removes their ability to act on regulated
entities);

(iv) on-site inspection of corporate governance and AML/
CFT policies and procedures of regulated entities,
requiring updates to the same and/or taking further
actions as they see fit; and

(v) imposing administrative fines for breaches of rules and/
or regulations.

CIMA also reviews registration documents for all entities,
conducts due diligence on their operators and requires a regu-
lated entity to notify them of material changes.

2.5 What are the principal ESG-related litigation
risks, and has there been material litigation with

respect to ESG issues, other than enforcement
actions?

There have been no material decisions by the Cayman Islands
courts in relation to ESG issues as at the date of writing
(November 2024).

The principal litigation risks are likely to arise from share-
holder activism and related investor claims against compa-
nies and their directors, particularly in relation to materi-
ally false or misleading ESG disclosures or representations
made in prospectuses or investor reports. This could give rise
to claims in contract (breach of contract and misrepresenta-
tion) and tort (negligence, negligent misstatement and fraud).
In serious cases of mismanagement, investors can petition to
have even a solvent company wound up on just and equitable
grounds, though such circumstances on ESG grounds would
be novel in a Cayman Islands context.

2.6 What are current key issues of concern for the

proponents of ESG?

The key issues for the proponents of ESG are as follows:

(a) uncertainty as to form and timing for the implementation
of clear and standardised ESG regulations and guidance;
and

(b) alack of transparency and reporting of ESG related data
and metrics.

The lack of robust, comparable and reliable ESG data is
essential for assessing the environmental impact of invest-
ments and for steering financial market participants towards
sustainable objectives. It helps investors and stakeholders
make informed decisions and understand a company’s align-
ment with global sustainability goals included those outlined
by the Paris Climate Agreement and the European Green Deal.

2.7 Have ESG issues attracted shareholder activism,

and from whom?

While ESG issues driven by shareholder activism have not
led to any current litigation in the Cayman Islands, inves-
tors in ESG-subject Cayman Islands-domiciled vehicles are
increasingly looking to standardise reporting by those vehi-
cles against any ESG investment limitations or other commit-
ments which they have adopted.
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3 Integration of ESG into Strategy,
Business Operations and Planning

3.1 Who has principal responsibility for addressing
ESG issues? What is the role of the management body

in setting and changing the strategy of the corporate
entity with respect to these issues?

There are a few operating companies established in the
Cayman Islands with exposure to ESG being primarily via a
regulated investment fund’s investment strategy and other
voluntary sustainable financing initiatives.

In those structures, responsibility for addressing ESG
issues rests with the operators of Cayman Islands entities.
These operators have various duties and are generally respon-
sible for the management and affairs of the entities.

In the case of investment funds, operators often dele-
gate day-to-day management to the investment managers,
who work in collaboration with the operators to integrate
ESG considerations into the fund’s investment objectives
and strategies. In other cases, operators may establish
committees or designate officers to manage ESG responsi-
bilities. Notwithstanding delegation, operators retain ulti-
mate responsibility and are required to properly review the
conduct of any delegate and ensure compliance with any
ESG mandates which have been established.

Operators (or management bodies) play a crucial role in
identifying emerging ESG themes and aligning business goals
with investor demands with respect to ESG. To set and change
the strategy of a corporate entity with respect to ESG matters,
management bodies should establish practices to create
accountability structures for ESG, define purpose and culture,
and enhance transparency to investors.

3.2 What governance mechanisms are in place to
supervise management of ESG issues? What is the

role of the board and board committees vis-a-vis
management?

There are a number of mechanisms to supervise the manage-
ment of ESG issues. These can be considered in the context of
internal and external supervision.

With respect to internal supervision, governance mecha-
nisms vary based on the nature and scale of each company.
That said, in all cases, the board of directors holds a central role
in driving ESG development within their respective compa-
nies, and their oversight on ESG issues is instrumental in
helping companies manage ESG-related risks and opportuni-
ties. As noted in question 3.1, responsibility for ESG manage-
ment primarily falls on the shoulders of the directors, who must
always take account of their fiduciary duties in the performance
of their functions and in the delegation of any responsibilities to
committees or other persons.

The addition of independent directors to the board can also
enhance governance by providing objective perspectives and a
wealth of industry experience, mitigating conflicts of interest,
and enhancing due diligence efforts.

In supervising ESG issues, boards and committees assess
ESG impacts, define key performance indicators to measure
progress, allocate responsibilities, and ensure information
sharing.
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Turning to external supervision, both regulated enti-
ties and their directors are subject to supervision by CIMA.
Regulated entities have an audit obligation, requiring the
appointment of auditors approved by CIMA. Furthermore,
directors are subject to the DRLA, and CIMA assesses the
fitness and propriety of directors through CIMA’s Regulatory
Procedure mentioned in question 1.1. CIMA also has the
power to inspect regulated entities, replace management and
appoint controllers, among other powers, in order to ensure a
high level of compliance.

3.3 What compensation or remuneration approaches

are used to align incentives with respect to ESG?

Compensation and remuneration approaches used to align
incentives with respect to ESG typically follow and are deter-
mined by onshore practices and considerations, as these
arrangements would typically be governed by onshore law.
Such practices may include tying bonuses to specific ESG
performance metrics, particularly those linked to sustain-
ability and long-term shareholder value. Compensation
committees may also use discretion to adjust pay based on
sustainability achievements.

3.4 What are some common examples of how

companies have integrated ESG into their day-to-day
operations?

In the Cayman Islands, it is commonplace for open-ended
hedge fund companies to appoint at least one independent
director. Thisis also becoming anincreasingly common theme
for closed-ended private funds. As previously mentioned,
independent directors are appointed for the purposes of trans-
parency and ensuring good governance and objectivity, and
generally ensuring that each fund has a depth of experience
within its management body with respect to the Cayman
Islands’ regulatory regimes.

In a Cayman Islands context, ESG is most commonly accom-
modated in governance and advisory boards, and oversight of
underlying portfolio companies. In that context, the governing
body of a Cayman Islands-regulated investment fund will have
oversight responsibility for ensuring that portfolio companies
which arenottypically structured in the Cayman Islandsimple-
ment policies which align with their ESG objectives, including
byway of revising reward systems, linking performance metrics
with ESG criteria, and connecting this to employee compensa-
tion. In addressing social issues relating to diversity and gender
equality, many companies are establishing committees and
policies dedicated to fostering diversity within their manage-
ment structure and workforce more broadly. With respect to
environmental considerations, companies are actively seeking
ways to reduce energy consumption and implement environ-
mentally conscious practices.

3.5 How have boards and management adapted to

address the need to oversee and manage ESG issues?

The board of directors and management teams of Cayman
Islands-based companies have assumed a critical role in
steering companies towards effectively overseeing and
managing ESG issues. Many boards are actively considering
their approaches to ESG matters with a strong focus on how
ESG can contribute to the long-term success of the companies.
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Boards and management teams are actively aligning ESG
initiatives with their company’s strategic direction. They are
developing oversight structures for ESG issues which may
involve the full board, existing committees, or newly formed
ESG committees. They are also implementing ESG policies,
practices and strategic controls to create sustainable long-
term value for companies. They recognise the need to remain
agile and adaptable in their oversight and management
approaches due to the dynamic and ever-evolving nature of
the ESG landscape.

4 Finance

4.1 To what extent do providers of debt and equity

finance rely on internally or externally developed ESG
ratings?

In the Cayman Islands, the landscape regarding ESG ratings
and their impact on debt and equity finance is evolving in
line with global trends. Issuers of debt and equity finance
are increasingly incorporating both internally and externally
developed ESG ratings into their decision-making processes.
In the past decade, we have seen an uptick in the use of
ESG information, with both financiers and investors recog-
nising the tangible value that ESG ratings bring to investment
outcomes by improving performance and reducing volatility
returns. The ratings enhance existing factors such asliquidity,
volatility and performance. Investors are now giving due
consideration to a company’s ESG rating. Companies with
lower ESG ratings may face scrutiny and criticism while those
with higher ratings often experience increased demand from
investors and subsequent influx of investment capital.

4.2 Do green bonds or social bonds play a significant

role in the market?

Green bonds play an increasingly significant role in the
market, with global green bond issuance reaching a record
high of US$356 billion in the first six months of 2024,
according to data compiled by Bloomberg.

Green bonds are used to finance or refinance green projects
or assets, and are structured to increase sustainable investing of
fund projects that have positive environmental and/or climate
benefits. Green bonds enhance transparency for investors by
clearly outlining the green projects being funded and they offer
investors an opportunity to engage with corporate environ-
mental strategies.

While the Cayman Islands’ green bond market is in its early
stages, there is an increasing number of ESG-focused and
sustainable financing transactions in both securitisations
and the wider finance space. Itis evident that the jurisdiction
is aligned with the global trend of promoting sustainable and
environmentally responsible investment practices. With the
increased investor appetite for ESG and green bonds, we have
seen the emergence and active promotion of dedicated ESG
and green market segments on international stock exchanges,
including the Cayman Islands Stock Exchange. Blue bonds
(instruments used to finance marine-focused projects) are
also gaining traction in the region.

4.3 Do sustainability-linked bonds play a significant

role in the market?

Like green bonds, sustainability-linked bonds (“SLBs”)
(instruments where the financial and/or structural
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characteristics are tied to a predefined sustainability/ESG
objective), have been gaining traction as an emerging finan-
cial instrument. SLBs aim to encourage and incentivise
issuers to improve their ESG performance over time. They
are structured in a way that financial terms are directly tied
to specific sustainability targets or key performance indica-
tors set by the issuer, ultimately promoting responsible and
sustainable business practices.

4.4 What are the major factors impacting the use of

these types of financial instruments?

The use of green bonds, social bonds and SLBs has been influ-
enced by internationally recognised standards and guidelines.

These standards, namely the industry-accepted green bond
principles (“GBPs”), social bond principles (“SBPs”) and
sustainability-linked bond principles (“SLBPs”), established
by the International Capital Market Association (the “ICMA”),
provide guidelines relating to green bonds, social bonds and
SLBs, respectively, including disclosure and reporting guide-
lines, and play a pivotal role in shaping the landscape for these
financial instruments.

While adherence to the GBPs, SBPs and SLBPs is voluntary
for issuers and their advisors, they provide a robust frame-
work of best practices to incorporate forward-looking ESG
outcomes and promote integrity in the development of the SLB
market, as well as providing issuers with guidance on the key
components involved in SLBs.

The GBPs, SBPs and SLBPs underscore the importance of
transparency, accuracy and integrity of information disclosed
by issuers to stakeholders through core components and key
recommendations.

4.5 What is the assurance and verification process

for green bonds? To what extent are these processes
regulated?

The Cayman Islands Stock Exchange (“CSX”), a leading, glob-
ally focused, specialist exchange for various sophisticated
products owned by the Cayman Islands Government and
subject to regulation by the Cayman Islands Stock Exchange
Market, has established the CSX ESG Market, a separate market
segment for ESG securities and sustainability-linked bonds.

The CSX ESG Market offers a comprehensive platform for
sustainable debt financing, expanding upon the specialist
listing rules devised by the CSX for Clean Technology
Companies in 2013, where issuers of ESG and sustainable secu-
rities can market their securities with a unique profile, clearly
marking these as distinct from other standard securities, and
publish any material information and reports.

Securities listed on the CSX ESG Market follow the CSX’s
standard listing process but with the following additional
elements requiring: (i) a declaration form with a description
of the ESG characteristics of the portfolio; and (ii) an external
review by a suitably qualified independent third party who
is specialised in assessing the framework of bonds’ environ-
mental or social objectives and providing an assessment of the
use of proceeds.

While there is no preference as to which framework should
be used by the independent third-party reviewer, the CSX
accepts external reviews consistent with the ICMA Guidelines
(“Guidelines”) for External Reviewers.
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These Guidelines provide voluntary guidance relating to
professional and ethical standards for external reviewers,
as well as to the organisation, content and disclosure for
their reports, and have been developed with the objective of
promoting best practice in the provision of external review
services for green, social, sustainability and sustainability-
linked bonds. The Guidelines complement the GBPs, SBPs,
Sustainability Bond Guidelines and SLBPs, and reference other
existing relevant guidance.

4.6 What other developments and factors are driving

or hindering the financing of green projects?

The Cayman Islands is seeing growing momentum in green
project financing, driven by certain key developments and
factors:

m  The National Energy Policy 2024-2025 (“NEP”):
Approved by Cabinet on 16 April 2024, the NEP outlines
the government’s strategy for transitioning to renew-
able energy, targeting 70% renewable energy by 2037 and
100% by 2045, promotes energy conservation and effi-
ciency, and includes strategies to support financing for
sustainable or renewable energy projects that are tech-
nically and commercially viable, while ensuring respon-
sible fiscal management.

B Investor interest: The growing investor interest in
ESG-focused projects and increased awareness of climate
risks are driving more investment into green financing.

m  Local initiatives: Local bank and private sector initia-
tives are offering bank financing for solar installations,
making solar energy more accessible and driving invest-
ment into renewal energy solutions.

Despite the progress in green financing, challenges remain.
Some international stakeholders do not view ESG or sustain-
able financing as a priority, which can hinder the growth of
green financing initiatives. Additionally, the lack of transpar-
ency and standardised metrics for ESG-related data makes it
difficult to assess and compare the sustainability performance
of different projects, which can deter investment.

The development of a supportive regulatory framework and
the evolving financial landscape are essential for fostering
effective green financing mechanisms. As these areas mature,
the Cayman Islands is well positioned to encourage sustain-
able investment and development in the region.

5 Trends

5.1 What are the material trends related to ESG?

In the Cayman Islands, ESG trends are mirroring global devel-
opments, albeit driven by investor appetite rather than a
mandatory regulatory regime.

The inflows in ESG products are increasing with the launch
of new funds, as well as the repurposing of non-ESG funds.
The events of recent years appear to have acted as a cata-
lyst in broadening the types of impact funds, incorporating
ESG strategies, that are being pursued. In the fixed income
market, green bonds are becoming more popular. Asset
managers are increasingly recognising the importance of inte-
grating ESG factors into their portfolio selection, reflecting
the rising demand from investors who routinely inquire about
ESG considerations. In addition, socially responsible and
ESG exchange-traded funds have gained significant traction
among both investors and asset managers.
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Tina Meigh is the global head of the Finance team at Maples and Calder, the Maples Group's law firm. She also leads the Fund Finance
and Derivatives practice groups and has extensive experience in all aspects of banking and securitisations. Tina represents hedge
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Julian Ashworth is a partner in the Cayman Islands Funds & Investment Management team at Maples and Calder, the Maples Group's
law firm. His practice focuses on private equity, hybrid and hedge fund structures and downstream transactions, including financing
and security agreements, secondary transactions and fund restructurings. He advises sponsors and management companies on profit
sharing and funding arrangements and Cayman Islands regulatory matters. Julian is also involved in corporate finance matters, including
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Kerry Ann Phillips is a partner in the Cayman Islands Corporate and Latin America teams at Maples and Calder, the Maples Group's
law firm. Her practice areas include a wide range of corporate and commercial transactions such as restructurings and reorganisations,
structuring and maintenance of investment funds (both private equity and hedge funds), note issues and other structured finance and
capital market transactions. She also advises on general regulatory law, and through her Latin American practice advises clients both
originating from and investing into the region.
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The Maples Group, through its leading international law firm, Maples
and Calder, advises global financial, institutional, business and private
clients on the laws of the British Virgin Islands, the Cayman lIslands,

Ireland, Jersey and Luxembourg. With offices in key jurisdictions @
around the world, the Maples Group has specific strengths in areas of

corporate commercial, finance, investment funds, litigation and trusts. MAPLES
Maintaining relationships with leading legal counsel, the Group lever- GROUP

ages this local expertise to deliver an integrated service offering for
global business initiatives.
www.maples.com
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