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Guidance Notes: Know Your Donor/Refusing Donations 
 

 

1. General 

1.1 This guidance is intended to help charity trustees understand what their legal 
duties and responsibilities are in relation to the issue of accepting or refusing 
financial or other donations to their charity. As to returning donations already 
accepted by a charity, see “Returning Donations” below. 

1.2 The starting point is that trustees are bound to ensure that their charity 
accepts all donations unless there is a good reason in a particular case for 
refusing a donation. What would be such a good reason, and how should 
charities ensure that, to the extent reasonably possible, they identify proposed 
donations that should be refused?  

2. Why should charities ever refuse donations? 

2.1 Certain donors or donations could pose a problem to a charity, and it is vital to 
seek to guard against such a problem. Charity trustees must try to avoid - and 
they will naturally wish to avoid - being in any way involved with donors or 
donations which might give rise to reputational or financial or other loss or 
damage, or other real problems for that charity.  

2.2 The potential for damage to reputation of charities due to receipt of certain 
donations is a subject that has been frequently covered in the media over the 
years. (Reputational damage can arise long after the time when the charity 
received the donation in question.) Where there will or might be an adverse 
effect on its reputation if a donation is accepted, a charity must weigh up the 
benefits of receiving the donation versus the reputational damage that may be 
caused by accepting it.  

2.3 Another reason for considering refusal of a donation might be that a particular 
donor is not acceptable to a particular charity because the donor is not liked 
by the charity, or the donor’s purpose or aims, business or activities might be 
in conflict with the purposes or values of the charity.  

2.4 There might also be other good reasons for refusal of a donation. Some 
examples of such reasons might be as follows: 

2.4.1 where there is a legal requirement to refuse it, or it is derived from 
proceeds of crime, or it is a bribe, or it would be in breach of the law to 
use it in accordance with conditions attached to it, or it is otherwise 
tainted by some illegality;  

2.4.2 it is not lawful under its constitution for the charity to receive it; 

2.4.3 the donor lacks mental capacity (ability) to decide to donate; 

2.4.4 the donor does not own the property to be donated; 

2.4.5 the donation is of property which would bring an unacceptable burden 
on the charity (e.g. land encumbered by an unaffordable mortgage);  

2.4.6 a condition is attached to it whereby it must be returned in certain 
circumstances (e.g. where grant funds donated must be returned to the 
extent that they are unused by a certain date); 

2.4.7 it would involve unacceptable private benefit to a person or 
organisation;  
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2.4.8 acceptance of it would result in a risk of a valid legal claim being made 
against the charity; or 

2.4.9 acceptance would cause direct or indirect loss to the charity (see 
below). 

3. Due diligence 

3.1 In order to minimise the risk of accepting any problematical donation, charities 
should carry out appropriate “due diligence” and have a policy and system for 
doing so. Due diligence is an important part of trustees’ duties, and in the 
present context it comprises the range of practical steps that need to be taken 
by trustees in order for them to be reasonably assured of the provenance of 
charitable funds, to be confident that they know the people and organisations 
the charity works with, and to be able to identify and manage associated risks. 
It entails carrying out proper checks on those individuals and organisations 
that give money to the charity. 

4. The “Know your” principles 

4.1 The 'know your' principles should be applied to due diligence when selecting 
and monitoring donors. Charities should take reasonable steps to ensure that 
they: 

4.1.1 'identify' - know who they are dealing with  

4.1.2 'verify' - where reasonable, and the risks are high, verify identities  

4.1.3 'know what the organisation's or individual's business is' and can be 
assured this is appropriate for the charity to be involved with 

4.1.4 'watch out' for unusual or suspicious activities, conduct or requests.  

4.2 Trustees should take reasonable and appropriate steps to know who the 
charity's donors are, particularly where significant sums are being donated or 
the circumstances of the donation give rise to notable risk. This will help to 
ensure that: 

4.2.1 it is appropriate for the charity to accept money from the particular 
donor, whether that is an individual or organisation. 

4.2.2 give trustees reasonable assurance that the donation is not from any 
illegal or inappropriate source. 

4.2.3 ensure that any conditions that may be attached are appropriate and 
can be accepted. (If they are not appropriate, it might be possible to 
negotiate changes to them that are acceptable to the charity.)  

5. Due diligence and “Know your” Principles: further details 

5.1 Charity trustees need to put effective processes in place to provide adequate 
assurances about the identity of donors, particularly substantial donors, taking 
steps to verify this where reasonable and it is necessary to do so (i.e. 'identify' 
and 'verify').  

5.2 Where individuals and organisations donate regularly and set up regular 
payments through direct debits, trustees will already have the name, address 
and details of those donors and their bank details and so it is unlikely that a 
charity will need to take any further steps in those cases.  

5.3 Some donors may give significant grants to charity (and it may have a close 
working relationship with them). In such cases, trustees are likely to need to 
carry out further due diligence and take steps to identify and verify the identity 

S 
A 
M 
P 
L 
E 



© Simply-Docs - CO.CHA.173 - Guidance Note: Know Your Donor/Refusing Donations   3 

 

of the donor so they can assess any risks.  

5.4 This does not mean that charities have to question every donation. Nor do 
they have to know lots of personal and other details about every donor. 
Charities are not expected to know the identity or take steps to find out the 
identity of every small cash donor.  

5.5 A charity can accept anonymous donations. Some donors want to remain 
anonymous, and this is perfectly acceptable providing trustees look out for 
suspicious circumstances and put adequate safeguards in place.  

5.6 The use of commercial participators and professional fundraisers does not 
relieve charity trustees of their responsibilities, so they should ensure that they 
monitor the activities of such third parties.  

5.7 For charities that receive legacies from wills, ensuring good receipt from the 
executor of the will is important.  

5.8 Trustees should also have assurance on the provenance of funds and the 
conditions attached to them 'i.e. know what the donor's specific business is 
with your charity'  

5.9 A charity's responsibility is not to work out if a donation is illegal or if it may be 
asked to use it for illegal purposes. However, trustees should carry out good 
due diligence and report concerns and suspicious activities to the appropriate 
authorities, including the Charity Commission.  

5.10 How can trustees identify suspicious donations? The key to identifying 
suspicious donations is to look out for exceptional features, such as unusually 
large amounts, conditions or complex banking and transfer arrangements. 
Although such exceptional features may be present, the donations may still be 
made in good faith, but other factors combined with these examples may alert 
the trustees that the donation or circumstances could be suspicious. For 
instance, trustees should consider the timing of the donation, the country of 
origin, the amount donated and the frequency of the donations. Similarly, they 
should question payments received from a known donor but through an 
unknown party or an unusual payment mechanism where this would not be a 
typical method of payment.  

5.11 What do trustees need to do if they identify a suspicious donation? If due 
diligence checks reveal evidence of crime, trustees must report the matter to 
the police and/or other appropriate authorities. Where trustees judge these 
incidents to be serious, they should be reported to the Charity Commission via 
RSI@charitycommission.gsi.gov.uk.  

5.12 A charity can accept donations that have conditions attached provided that 
those conditions are not illegal and they are compatible with the purposes, 
priorities and activities of the charity. If the conditions are so stringent that they 
could undermine the charity's independence, the trustees may need to refuse 
the donation if they are not able to negotiate suitable changes to the 
conditions. Where there is a cause for concern about a particular conditional 
donation the trustees can seek advice or authority from the Charity 
Commission.  

6. Making and Recording Decisions and Reasons for Decisions 

6.1 It can sometimes be challenging for trustees involved in the decision to 
separate their own moral views from what is in the best interests of the charity, 
taking into account the presumption that charities should accept donations. 
The bar is a high one, and these are difficult decisions.  

6.2 A donation should only be refused after careful assessment based on 
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evidence and after carrying out appropriate due diligence. Trustees should 
pro-actively seek to gather any evidence that might assist them in reaching 
their decision, e.g. they might consult stakeholders. 

6.3 All decisions to refuse donations or to accept high risk donations should be 
clearly recorded along with details of the reasons for the decision and the 
factors taken into account when reaching the decision. This will demonstrate 
that the charity has identified and properly considered the risks and is 
transparent about the decision-making process. This is important for being 
able to show that the charity trustees have acted responsibly.  

6.4 For a donation to be refused, the charity must be reasonably satisfied that the 
damage caused by accepting the donation will outweigh the monetary benefits 
of doing so.  

6.5 Where the amount of a donation would be substantial, the charity will have to 
take time and trouble in its decision making so that it properly balances the 
effects of accepting the donation against the effects of refusing it.  

6.6 Negative effects of refusing a donation will include financial loss and any 
resulting negative impact on its ability to provide its services. Negative effects 
of accepting a donation (apart from reputational damage) might be, for 
example, that donations of an equivalent or greater value will be lost, or that 
staff or volunteers would leave. 

6.7 Where a donation is of low value, a charity may reasonably conclude that it 
requires a disproportionate amount of time and resources to investigate and 
evaluate whether or not the donation should be refused or returned, and the 
charity may simply have a policy of refusing donations below a certain value in 
such circumstances without further investigation. 

7. Returning donations 

7.1 Charity trustees should be aware that it is important that their charity not return 
donations once received unless they have a very good reason not to do so 
(e.g. for ethical or reputational reasons).  

7.2 Donations should be kept and not returned unless in the particular case the 
trustees can demonstrate that it is not in the best interests of the charity to do 
so. The law generally expects charities to accept monies where they are 
available and not refuse or return them without very good reason.  

7.3 The Charity Commission will rarely intervene in decisions of a charity’s 
trustees as to acceptance or refusal of donations but may do so if the trustees’ 
decision making is materially irrational. For example, if a charity’s decision to 
refuse or return a donation simply reflects the personal worldviews or 
preferences of the relevant trustees. 

7.4 Returning a donation is more difficult than refusing to accept a donation in the 
first place because the circumstances in which charities can do this are more 
limited. Charities may need to take advice and sometimes obtain authorisation 
from the Charity Commission in order to return a donation unless the charity 
concerned has the legal power to do so. However, it might not be clear in a 
particular case whether it has such power, and the Commission has not 
provided guidance to make it clear as to when such authorisation would be 
needed. 

7.5 However, you might be legally obliged to return donations in certain situations, 
e.g. where an appeal for funds fails. (For guidance on failed appeals, see our 
Information page about Proceeds of Fundraising Appeals here and the 
guidance note about fundraising appeals referred to on that page.) 
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7.6 You might in some cases need to consider the separate rules under charity 
law relating to “ex gratia” payments. We suggest that you read our Guidance 
Note on the subject which you can find here. 

8. Further Guidance etc. 

8.1 For more detailed guidance on this topic, it is recommended that you read 
“Due diligence, monitoring and verifying the end use of charitable funds” which 
can be found on the Charity Commission’s website here. (It forms Chapter 2 of 
the Commission’s Compliance Toolkit: Protecting Charities From Harm.) 

8.2 Further, the Commission issued specific guidance on this topic (“Accepting, 
Refusing and Returning Donations”) on 4 March 2024 which can be found on 
the Commission’s website here, and we recommend that you read it and take 
it into account. Amongst other points it helpfully includes some examples of 
factors for trustees to consider when making a decision about whether to 
refuse or return a donation in the interests of the charity. You should always 
ensure that you identify the factors that are relevant to your charity when 
considering whether to accept or return a donation. 

8.3 We also suggest that you consider using the form “Donations - Due Diligence 
Questionnaire” accompanying this Guidance Note here which can help you to 
assess whether it would be appropriate to accept a particular donation that a 
person or organisation proposes to give to your charity. 

8.4 Finally, it is recommended that you consider adopting a written policy (which 
your charity makes publicly available) setting out factors which will or may 
influence a decision as to whether or not a particular donation will be accepted 
and who (either the trustees or a person or committee within the charity) has 
responsibility for making decisions about refusal or return of donations. The 
policy should relate to the charity’s charitable purposes and should set out its 
values and how, in relation to them, donations might be refused.  
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