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Background

On 21 February 2022, the European Commission published an updated list of "high risk third
countries", which will come into force on 13 March 2022 (EU AML List). As expected, the Cayman
Islands has been included on that updated list. However, while this will impact a small subset of
securitisation vehicles, it is generally anticipated that this update will have limited consequences
for investors or clients using Cayman Islands structures.

The delegated regulation, which gives effect to the updates to the EU AML List, was subject to a
one month scrutiny period during which neither the European Parliament nor the EU Council raised
any objections. Accordingly, it can now be confirmed that the updated list will include the Cayman
Islands when it comes into effect.

Why is Cayman being added to the EU AML List?

The EU Commission has identified two outstanding action points from the Financial Action Task
Force (FATF) evaluation of the Cayman Islands, which saw Cayman initially added to the FATF's
Monitoring List in February 2021.

The FATF has recently confirmed that the Cayman Islands is rated compliant or largely compliant
with all of the FATF's 40 Recommendations and that the Cayman Islands has addressed all but those
two outstanding action points, both of which pertain to enforcement and are being actively
addressed. This places Cayman in an excellent position regarding potential removal from the FATF's
Monitoring List at the next opportunity (likely to be in late 2022), which is expected to result in
Cayman's subsequent removal from the EU AML List.

What is the impact of the listing?

The inclusion of the Cayman Islands on the EU AML List will require all EU financial services
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providers to apply enhanced due diligence measures to relationships or transactions involving the
Cayman Islands. A number of EU financial institutions already adopt this approach in practice, so
this is not expected to have a material adverse impact.

Further, there is no immediate or direct impact to existing or new investment funds formed in the
Cayman Islands, and the listing is not expected to have any consequences for investors or clients
using Cayman Islands vehicles for fund structuring or fund finance arrangements. In particular,
there is no impact on the ability of EU domiciled investors to invest in Cayman Islands investment
funds, and such funds can continue to be marketed to EU investors under existing National Private
Placement Regimes.

EU financial institutions will be prohibited from establishing tranched securitisation vehicles in the
Cayman Islands, and it's expected that EU investors will be precluded from investing in
securitisation deals with Cayman Islands issuers. This will affect new EU Risk Retention compliant
transactions and those deals with EU based equity investors. The relevant EU Securitisation
Regulation does not, however, expressly impose restrictions on EU investors who have invested in
already existing deals or transactions that close prior to 13 March 2022.

There is, however, no impact on the significant majority of Cayman Islands securitisation vehicles
where there is no EU nexus. It should also be noted that the EU Securitisation Regulation diverges
from the UK equivalent legislation, referencing the FATF list of "high risk jurisdictions" instead,
which does not (and is not anticipated to) include the Cayman Islands.

Please reach out to your usual Ogier contact, or one of the partners listed here, if you require
further guidance in relation to the above.

About Ogier

Ogier is a professional services firm with the knowledge and expertise to handle the most
demanding and complex transactions and provide expert, efficient and cost-effective services to
all our clients. We regularly win awards for the quality of our client service, our work and our
people.

Disclaimer

This client briefing has been prepared for clients and professional associates of Ogier. The
information and expressions of opinion which it contains are not intended to be a comprehensive
study or to provide legal advice and should not be treated as a substitute for specific advice
concerning individual situations.

Regulatory information can be found under Legal Notice

Key Contacts
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https://www.ogier.com/legal-notice/


James Bergstrom

Partner

Cayman Islands

E: james.bergstrom@ogier.com

T: +1 345 815 1855

Tim Cone

Partner

Cayman Islands

E: tim.cone@ogier.com

T: +1 345 815 1767

Angus Davison

Partner

Cayman Islands

E: angus.davison@ogier.com
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T: +1 345 815 1788
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Partner
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E: James.Heinicke@ogier.com

T: +1 345 815 1768

Joanne Huckle

Partner

Cayman Islands

E: joanne.huckle@ogier.com

T: +1 345 815 1895
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Partner
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Cayman Islands

E: bradley.kruger@ogier.com

T: +1 345 815 1877

Nick Rogers

Partner

Cayman Islands

E: nick.rogers@ogier.com

T: +1 345 815 1844

Mark Santangeli

Partner

Cayman Islands

E: mark.santangeli@ogier.com

T: +1 345 815 1766
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Giorgio Subiotto

Partner

Cayman Islands

E: giorgio.subiotto@ogier.com

T: +1 345 815 1872

Emma Sutherland

Partner

Cayman Islands

E: emma.sutherland@ogier.com
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Kate Hodson 凯特·赫臣

Partner and Head of ESG (Legal) 合伙人

Hong Kong

E: kate.hodson@ogier.com

T: +852 3656 6049

Lin Han 韩琳

Partner 合伙人

Hong Kong

E: lin.han@ogier.com

T: +852 3656 6011

Nicholas Plowman 包乐文

Partner 合伙人

Hong Kong
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T: +852 3656 6014

Nathan Powell

Partner 合伙人

Hong Kong

E: nathan.powell@ogier.com

T: +852 3656 6054
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