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 - Due Diligence Policy
We may partner with a range of different organisations and on different projects, so take a risk-based approach to assessing suitability and ask for specific information to be disclosed, as part of the grant application process.  
For technical legal or financial issues, this may involve seeking appropriate professional opinion and guidance.  
The Scale of Risk - Factors to Consider
· Is the amount of money involved substantial?
· Is the project/contract particularly sensitive, important, complex or large scale?
· Is the organisation/individual well known and respected, or might they hold views, undertake activities or work in an area that may potentially be problematic?
· How much potential is there for things to go wrong and what’s the worst that could happen?
Conducting Due Diligence
In light of the degree of risk, carry out such checks as are necessary to ensure that you are able to adequately mitigate this.  
But bear in mind peoples’ right to privacy, so only carry out investigation where there is a legitimate business purpose in doing so, ensure that findings are kept securely, only disclosed to those who need to know this information and not retained any longer than necessary.  
If preparing a report, be objective, stick to facts, insofar as possible, and take into account the reliability (or not) of your sources to ensure your report is balanced.  
Fundraising Due Diligence
We will undertake reasonable due diligence of donors, to ensure they don't hold views or are involved in activities that might be incompatible with our role and damage our reputation. In terms of donations, we will ensure that any gift is safe to accept and, doing so, would be in the best interests of your charity.  
We will also consider issues, such suspicious donations, or managing large anonymous gifts, or those from vulnerable individuals. If there may be any risk in terms of our working with individuals who have been placed on the UK designated persons or sanctions lists, we will check these (below).  
Basic Checks - Organisations
· If they have a website, check that what they’re proposing fits with what’s on there.
· If available, review what it says about key members of their team and, download and review, their annual report/accounts.
· Carry out an internet search. On the company, partner, or donor, to see if there is anything of concern.
· Search the name with a relevant key word, such as “complaint,” “review,” “rating", "bullying" or “scandal.”
· Don’t just check page 1, as older issues may be sufficiently serious to still be relevant.
· Check their records with their regulator(s), such as Companies House and/or the Charity Commission E&W, OSCR or CCNI.
· Some regulators, such as OFSTED and CQC, publish inspection reports.
· Speak to someone who has worked with them, or knows their sector well.
· A phone call is best, as people tend to be more open.
· Take up references, if appropriate.
Virtue Signalling  
Virtue signalling, including 'green washing', are when companies make exaggerated or even false claims about their commitment to some form of ethical working.
· Look to see what underpins any ethical commitments in terms of specific action, funding commitment and/or evidence of delivery or impact.
· Also look back to see if the company has consistently committed to a course of action for a period of time, which it followed through on and to see if there has been any media criticism or controversies.
Additional Checks
Depending on the nature, location of a project and the degree of risk, applicable additional checks may be carried out, using the framework below. 
Ethics - activities that are illegal or incompatible with our values. Issues such as corruption/bribery, criminal activities, discrimination, exploitation of people, or the environment, or involvement with radical groups, or companies, regimes, products or services that conflict with our aims/values.
· Confirmation that there are adequate safeguarding procedures in place and being consistently applied to ensure vulnerable people are kept safe from harm. 
· For large UK organisations, compliance with the Modern Slavery Act UK, including their supply chain management.
· If appropriate, designated people and proscribed organisations checks.
For UK organisations, the Glass Door site may offer you insight into what their staff think about them. 
Donations -consider issues, such suspicious donations, or managing large anonymous gifts, or those from vulnerable individuals.
Compliance - significant breaches of regulatory or other frameworks, investigations by government agencies/police, court cases, debt default, or disqualifications.
· Check with any relevant regulator for reports or other information that might be available - UK regulators.
· Confirm registration with any relevant UK or other trade/professional bodies and that any licenses, qualifications or insurances are held and in-date.
· For UK individuals, checks for disqualified director, insolvency/bankruptcy or Charity Commission automatic disqualification.
· For donors - potentially tainted donations (tax avoidance schemes). 
Finance – risk of takeover, sustained annual operating losses, level of leverage (debt) too high for their sector, bad credit risk, liquidity (cash flow) issues, weak asset base, unusual, related party or intercompany transactions, or significant amounts of capital being taken out of company, adverse comments by auditors, court judgements, significant recent debt restructuring/profit warnings or redundancies.
· If applicable, the Charity Commission for England and Wales, OSCR (Scotland), CCNI (Northern Ireland), UK Companies House (or other registrar) records and obtain a copy of their accounts, if available. 
· Buy an online company assessment/risk report.
Ability to Deliver - capacity to deliver services/products, track record in delivery, security around key staff (e.g., a small company relying on a single individual), any supply chain issues (e.g., reliance on shipments from overseas), or an organisation that has operated in only a single area delivering in an entirely new one.
· Check during negotiations and take up references specifically covering any areas of concern.
Reputational Risk – any potential negative media attention, or concerns from other funders/partners from being associated with this company/individual.   
Contracts - check that the balance between the costs, benefits and liabilities is fair, and there are no onerous or unreasonable obligations.
Conflicts of Interest - ensure our conflict-of-interest policy is complied with. Additionally, our sector is driven by passion and funding is hugely challenging for many, which brings with it the risk of urgent need clouding thinking. The fundraisers and project leaders may well be best placed to carry out due diligence. However, their findings should be reviewed and approved by someone with the necessary experience and seniority, who is also sufficiently and demonstrably distant from the issue. 
Contracts/Agreements – deliverables wholly charitable in nature, clearly specified (quantity/quality/timescale), clear monitoring and reporting throughout and at end of project, with provision to cancel/claw back funding, if necessary.
Artificial Intelligence (AI).  Any use of AI by partners complies with the Charity AI Ethics & Governance Framework.
Individuals
There may be circumstances where you may consider it appropriate to check individuals.  There are a variety of checks that could be carried out, including if someone:
· is currently declared bankrupt (or is subject to bankruptcy restrictions or an interim order) or has an individual voluntary agreement (IVA) with creditors
· is disqualified from being a company director
· has previously been removed as a trustee by either the commission or the High Court due to misconduct or mismanagement. Charity Commission automatic disqualification rules.  You can check individuals names’ here.
· Is listed on any UK registers of court and other judgements (small fee). 
[bookmark: _Hlk80076305][bookmark: _Hlk131315957]Sanctions
With the crisis in the Ukraine both the Commission and banks are focussing much more on the risk of breaching sanctions.  This is a complex area as the sanctions applied can be to individuals, organisations or even countries, the sanctions applied vary and other countries also apply sanctions.  In some circumstances a charity may obtain a licence from OFSI or rely on an exception in the legislation.
However, other than those exemptions, it is against the law to receive money, goods or economic resources from, or send these to – an individual or organisation subject to financial sanctions.  In the event of any grounds to suspect the charity may be involved, or may become involved with a sanctioned individual, organisation or work in a sanctioned country, the first step is to read the OFSI guidance below, then seek and comply with their advice. 
Other Checks
The Financial Conduct Authority (FCA) maintains a Warning List of unauthorised firms  and individuals that they are aware of that aren’t allowed to operate in the UK.
The UK Sanctions List from FCDO lists which people, entities and ships are designated or specified under the Sanctions and Anti-Money Laundering Act 2018, and why.
The OFSI Consolidated List from HMT provides information relating to asset freeze and investment ban targets across all financial sanctions regimes implemented in the UK.
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[bookmark: _Hlk131316199]Regulatory Guidance

Fundraising Regulator

· Due Diligence & Fundraising Guidance. (New code effective Nov 25)

FC&DO

· The UK Sanctions List.

Gov.UK

· Your responsibilities under money laundering supervision
· Anti Bribery Policy
Charity Commission. 
· Know your donor key questions.
· Know your partner, key issues to think about.
· Know you donor – checklist.
· Protecting charities from harm – compliance toolkit. 
· Advice on suspect donations.
· Donations from outside the UK. 
· End use of funds.
· Designated persons list.
· Tainted donations.
OFSI
· OFSI Charity Sector Guidance on Sanctions.
· UK Sanctions Guidance.
· UK Sanctions List
· Advice note - operating within counter-terrorism legislation, counter-terrorism sanctions and export control.

Iteration.  Other Checks section added April 25.
[bookmark: _Hlk133738093]Disclaimer & Legal

This document may be used by non-profits and may not be used on a commercial basis, without our prior written approval.  Copyright and all other intellectual property rights of this and any derivatives of this document are retained by Alumna to the fullest extent possible in law.  

We are neither lawyers nor accountants, so are unable to offer professional advice.  Even if we were, we could not offer advice that would adequately cover all charities or all circumstances.  This draft policy is an example only and not intended to be taken into use as is. If you have a regulator other than the Charity Commission, there may be other requirements that are not necessarily included in this example policy. 

In using this draft policy, you are accepting that you will take all necessary steps, including seeking professional advice, to ensure the policy approved meets fully your charity’s needs and complies with all regulatory and legal guidance and that we have no responsibility whatsoever for any loss or detriment that may arise from using it.  I have included links to regulatory guidance, and you can find pro bono support using the Charity Excellence Help Finder. 

Ian 

Ian McLintock ½ Founder

07595 371 444
ian@charityexcellence.co.uk
www.charityexcellence.co.uk


Charity Excellence Framework – a completely free one-stop-shop for everything your charity needs
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