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1. About this consultation 
The Office for Strategic Action on Illicit Financing (OSAIF) in the Ministry of Financial Services and Commerce, invites comments on the draft Non-Profit Organisations (Amendment and Validation) Bill, 2026 (the Bill).
This consultation represents an important step in strengthening the Cayman Islands' regulatory framework for non-profit organisations (NPOs) while ensuring alignment with international standards, particularly the Financial Action Task Force (FATF) Recommendations.
The Bill proposes amendments to the Non-Profit Organisations Act (2020 Revision) (the Act) to strengthen the regulatory and monitoring framework applicable to NPOs, enhance alignment with international standards, particularly the FATF Recommendation 8, and support effective implementation of the requirements by the Registrar of Non-Profit Organisations and other competent authorities. 

2. bACKGROUND   
The Cayman Islands has maintained a statutory framework governing non-profit organisations since the enactment of the Non-Profit Organisations Act (2017). This framework is supported by an oversight and risk-based monitoring regime, administered by the Registrar of Non-Profit Organisations within the General Registry.
Ongoing policy review, sectoral risk assessments, and changes to FATF standards have highlighted areas where the existing legislative framework would benefit from clarification, enhancement, and further development. These enhancements are necessary to ensure continued effectiveness, proportionality, and alignment with evolving international standards, particularly FATF Recommendation 8, which addresses the misuse of NPOs for terrorist financing purposes. 
The Bill has been developed to address these matters in an appropriate manner, recognizing the need to balance safeguarding the NPO sector from misuse, against promoting legitimate charitable activity, and minimizing unnecessary burden on lower risk NPOs.
In particular, these amendments are intended to:
1. Raise the jurisdiction's profile as an international financial centre with robust NPO oversight;
2. Provide greater clarity, certainty, and protection for NPOs and their beneficiaries;
3. Foster improved outcomes in future assessments by international standard-setting bodies such as the FATF; and
4. Strengthen oversight of the regulatory perimeter governing the NPO sector.

3. POLICY INTENT AND CONSIDERATIONS    
The Government’s policy intent is to better secure a regulatory framework for NPOs that balances proportionate oversight with the protection of legitimate charitable activity. The proposed amendments aim to:
Strategic Objectives
· Enhance Jurisdictional Reputation: Position the Cayman Islands as a jurisdiction that maintains robust, internationally compliant oversight of its NPO sector.

· Strengthen Sector Integrity: Provide greater transparency and accountability within the NPO sector, while protecting the ability of NPOs to operate without unnecessary burden.

· Enable Effective monitoring: Provide the Registrar of NPOs with clear, practical tools to identify and address non-compliance and potential misuse.

Risk Mitigation Considerations
These amendments seek to address several key risks:
· Terrorist Financing Risk: The NPO sector can be vulnerable to misuse for terrorist financing purposes. The amendments will strengthen risk-based monitoring to identify and mitigate such risks while facilitating legitimate activity.

· Reputational Risk: Failure to meet international standards could damage the jurisdiction's reputation as a premier financial centre and impact the broader financial services industry.

· Regulatory Gaps: The absence of sufficiently clear monitoring tools could limit the Registrar's ability to address non-compliance effectively. The amendments will provide clearer and more proportionate administrative tools.

· Information Sharing Deficiencies: Timely and effective information sharing between domestic agencies and with international counterparts is essential to combating illicit financing, and terrorist financing related activities. The Bill seeks to address gaps in these areas.

Compliance Considerations
Evolving international standards and ongoing NPO oversight have highlighted areas of the existing framework that require further enhancement to support adherence to international standards and compliance across the NPO sector. The Bill seeks to address these areas in a manner that is proportionate, legally certain, and operationally effective.

4. NON-PROFIT ORGANISATIONS (AMENDMENT AND VALIDATION) BILL, 2026
The Bill proposes substantive amendments to the Non-Profit Organisations Act (2020 Revision) to provide more appropriate monitoring of, and a more effective regulatory framework for, the NPO sector. The following sections summarise key amendments:
(1) Definitions 
Proposed Amendment (Clause 2, amending section 2 of the Act: Inserting definitions for “competent authority” and “terrorist financing”, and expanding the definition of “non-profit organisation” to include an organisation that disburses funds. 
Rationale: This amendment enhances clarity and strengthens the scope of the Act by introducing key definitions and better aligning the framework with international standards. 


(2) Registrar's Functions and Powers (Risk-Based Monitoring)
[bookmark: _Hlk228871637]
(a) Proposed amendment (Clause 3(a) and 3(b) of the Bill, amending section 4 of the Act): Clause 3(a) inserts obligations requiring the Registrar of NPOs to conduct periodic risk assessments of the NPO sector in the islands to identify the nature of the terrorism financing risks they face, and to apply risk-based measures to monitor the sector’s compliance with its obligations under the NPO Act. Clause 3(b)) creates additional responsibilities for the Registrar to investigate or authorise investigations into NPOs suspected of breaking the law or not following the Act. It also requires the Registrar to guide NPOs on good operating practices, including how to reduce the risk of terrorist financing.
[bookmark: _Hlk228884480]Rationale: These amendments strengthen the Registrar’s oversight of the NPO sector by introducing a risk-based approach to monitoring and providing clearer powers to investigate organisations suspected of non-compliance or unlawful activity. Also, requiring the Registrar to provide guidance to help non-profit organisations follow good practices and better understand their obligations under the Act. 
(b) [bookmark: _Hlk229040915]Proposed amendment (Clause 4 of the Bill, amending the Act by inserting a new section 4A): Expands the Registrar’s power to request information, in writing, from any controller or officer of an NPO. 
Rationale: This provision strengthens the Registrar’s monitoring and enforcement capabilities by clarifying and broadening the power to obtain information from individuals responsible for the governance and management of NPOs, and better aligning the framework with FATF standards.
(c) Proposed amendment (Clause 7 of the Bill, amending section 13 of the Act): A non-profit organisation must have its financial statements independently reviewed (by an independent person using accepted international rules) if it meets either of the following conditions in a financial year:
(i) it receives $250,000 or more in total income; or 
(ii) it sends $75,000 or more out of the Islands. 
Rationale: This amendment supports a risk-based approach to monitoring the NPO sector by enhancing financial review requirements for NPOs with higher levels of income or significant disbursements overseas. 
[bookmark: _Hlk228884580]
(3) Information Sharing and International Cooperation

Proposed amendment (Clause 4, amending the Act by inserting a new section 4(B)): Requires the Registrar, upon request from a competent authority, to provide any relevant information needed to respond to international requests concerning NPOs suspected of terrorist financing or involvement in such activities.
Rationale: This provision strengthens the jurisdiction’s ability to cooperate with international partners in addressing terrorist financing risks within the NPO sector. By requiring the Registrar to provide relevant information upon request from competent authorities, it ensures timely and effective responses to cross-border information requests. This also aligns with FATF standards by strengthening information-sharing and international cooperation measures relating to NPOs and TF risks.  

(4) Administrative Enforcement Tools

[bookmark: _Hlk229046928]Proposed amendment (Clause 8, amending section 16 of the Act): Requires that controllers and officers who fail to comply with the following provisions may be liable to a penalty:
(i) Section 4A(1) – To provide documents, statements or other information as the Registrar requests for the purpose of exercising its powers under the Act.

(ii) Section 7(5) – To notify the Registrar of any change in its purposes and activities, constitutional documents, or any of the particulars entered in the register within thirty days of such change.

(iii) Section 13(4A) – To provide access to all books, financial statements and documents relating to the NPO, in the possession or control of the controller, or to which a controller has access.  
 
(iv) Section 21(4) – To provide documentation which reflects that the non-profit organisation or entity is acting in compliance with relevant audits, licensing, registration, accounting requirements, and relevant terrorism legislation.
Rationale: The introduction and clarification of administrative enforcement tools, such as administrative fines and other penalties, will provide the Registrar with clearer, more proportionate ways of addressing non-compliance. These measures are intended to encourage compliance with the Act, strengthen accountability, and ensure that the law has effective deterrent measures to address non-compliance. This supports alignment with FATF standards which require the availability of proportionate and dissuasive sanctions for persons that fail to comply with relevant obligations. 
5. RESPONDING TO THE CONSULTATION  

This document provides an outline and background on the draft Bill. The Ministry appreciates any comments or feedback you may have. 
Please note that responses may be made public, albeit on an anonymous basis where possible. Responses may also be shared with other public bodies involved in this consultation to assist the Ministry in further developing the amendments. The Ministry also encourages stakeholders to provide as much supporting evidence as possible with their responses. 
Responses should be submitted via email, using the response template provided, to OSAIF@gov.ky on or before July 3, 2026. 

6. APPENDICES    

1) Draft Non-Profit Organisations (Amendment and Validation) Bill, 2026 (Consultation version) dated May, 2026
2) Consultation Feedback template
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