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A. Introduction

Fundraising is a key source of income
for many charities; for some, it is their
sole source of income so it is important
for the Commission to help charities
and their trustees fundraise effectively,
efficiently and legally. The aim of this
guidance is to help charities and
fundraisers work in a way that
complies with legal requirements and
good practice.

A1. What is this guidance
about and who is it for?

This guidance is about fundraising from
the public for the benefit of charities
and their beneficiaries. It is primarily
intended for charities and their
trustees, but it may also be of interest
to professional fundraisers, businesses
and consultants working in fundraising
and to donors. Charity law applies to
both organisations and individuals who
appeal for funds for charitable
purposes.

This guidance includes information on
charity law as it applies to fundraising,
general principles charities should
follow when developing a fundraising
strategy, where the sector’s self-
regulatory Codes of Fundraising
Practice apply and information on
issues that charities may encounter.
This quidance does not include
information on how to fundraise unless
there are laws specifically related to
that method of fundraising. For
information on each

fundraising method, the Institute of
Fundraising’s self-requlatory Codes of
Fundraising Practice provide specialised
guidance.

A2. ‘Must’ and ‘should’:
what we mean

In this gquidance, where we use ‘must’,
we mean it is a specific legal or
regulatory requirement affecting
trustees or a charity. Trustees must
comply with these requirements. To
help you easily identify those sections
which contain a legal or requlator
requirement we have used the Ii
symbol at the head of that section.

We use ‘should’ for items we regard as
minimum good practice, but for which
there is no specific legal requirement.

We also offer other advice and
recommendations that trustees may
find helpful in the management of
their charity.

A3. Previous guidance

This guidance is an update of Charities
and Fundraising (CC20) which was last
updated in April 2008. This has been
revised and updated to include
changes to the law brought in by the
Charities Act 2006 and the sector’s
adoption of self-requlation for
fundraising.



AA4. Definitions

Although we have tried to write this
guidance in everyday language, we
have had to use technical terms in
places. This list explains some of them:

The 1992 Act is the Charities Act 1992.
The 1993 Act is the Charities Act 1993.
The 2006 Act is the Charities Act 2006.

The 1994 Regulations are the
Charitable Institutions (Fund-Raising)
Requlations 1994.

Beneficiary or beneficiaries are the
people an organisation’s ‘objects” (its
aims or purposes) are intended to
benefit.

A commercial participator is not a
fundraising business but a commercial
enterprise that takes part in a
promotional venture, such as an
advertising or sales campaign, where
the public are informed that
contributions will be given to or
applied for the benefit of a charity. A
commercial participator may be subject
to the same regulatory requirements as
professional fundraisers if all of its
activities are for ‘charitable purposes’
(see Part G)

A connected company is a company
that is controlled by a charity, or group
of charities, through the votes it, or
they, can exercise at a general meeting
of the company.

A fundraising agreement is a written
agreement signed by both parties that
sets out the objectives and terms
under which a professional fundraiser
or commercial participator may raise
funds on behalf of a charity (see Part
G).

A governing document is a legal
document setting out the charity’s
objects (its aims or purposes) and how
it is to be administered. It may be a
trust deed, constitution, memorandum
and articles of association, will,
conveyance, Royal Charter, scheme of
the Charity Commission or other formal
document.

Objects are the legal charitable
purposes for which a charity exists or
the things that it was set up to achieve
as set out in its governing document.
The objects may be worded quite
broadly and expressed in legal
language. They direct, and
consequently restrict, how the charity’s
assets must be used.

A professional fundraiser is anyone
who carries on a commercial
fundraising business, wholly or mainly
fundraising for charitable purposes; or
any other person who is paid to solicit
money or other property for charity.
This does not include:

- a charity or a ‘connected company’
(see below)

- any officer or employee of the
charity or connected company



- a trustee of the charity, acting as
trustee

- any public charitable collector, other
than promoters

- people who solicit funds on TV or
radio

- any commercial participator

- anyone who is paid no more than
£1,000 for a particular appeal, or no
more than £10 per day or £1,000 per
year where there is no specific
appeal

A solicitation statement is a
statement that must be made by:

- professional fundraisers when
soliciting funds from the public

- commercial participators when
explaining how a charity will benefit
from a promotional venture

- any other fundraiser who is not a
volunteer when taking part in a
public collection

The statement must explain the
individual’s or body’s relationship with
the charity and the payment that they
or the charity will receive (see Section
E7 and Part G).

Trustees are the people who serve on
the governing body of a charity. They
may be known as trustees, directors,
board members, governors or
committee members. Trustees are
responsible for the general control and
management of the administration of a
charity.



B. Charities and fundraising at a glance

These pages provide a summary of the
issues that charities need to consider if
they carry out fundraising activities.

Trustees’ duties and responsibilities

Trustees must ensure their charity
complies with the law relating to
fundraising and follows best practice.
This includes all aspects of fundraising
including fundraising methods, the
costs involved, the financial risk and
how the money raised is spent.
Trustees need to think about the
impact their fundraising methods will
have on public opinion and the
reputation of their charity. For more
information see Sections (3 and (4.

Self-regulation

Self-requlation means charities and
professional fundraisers set and follow
their own standards of fundraising
practice. Self regulation is supported
through the self-requlatory codes
developed by the Institute of
Fundraising and through the work of
the independent complaints body, the
Fundraising Standards Board (FRSB).
Charities become members of FRSB to
identify themselves as charities that
follow good practice. For more
information see Part D and Part G.

Fundraising and the law [}

Some aspects of fundraising are subject
to specific requlation and law:

- public collections

- gaming activities such as lotteries,
raffles etc

- event fundraising

- broadcast and telephone fundraising
- fundraising involving children

- online fundraising

- door-to-door collections

- fundraising involving professional
fundraisers

- fundraising involving fundraisers
(other than professional ones) who
are paid by the charity

- fundraising involving commercial
participators

Fundraising may also be subject to
other laws that fall outside of charity
law such as those relating to gaming,
taxation, insurance, child protection
and data protection. For more
information see Sections E4 and H1.

Fundraising issues

Potential issues that charities may face
are detailed in Section F. These include:

- Dealing with complaints

Charities should have an open and
accessible complaints process which
will not only enhance public
confidence but will also help identify
fraudulent fundraising activity. For
more information see Sections F5
and F6.



- Fundraising fraud

Charities can be the victims of fraud
or financial crime in the same way as
other organisations. Trustees should
take reasonable steps to stop
fraudulent activity including reporting
it to the police. Trustees should also
report fraud to the Charity
Commission as a serious incident.
Further information can be found in
our guidance on Reporting Serious
Incidents.

Donors and members of the public
concerned about the legitimacy of a
fundraising activity should contact
the charity directly. Any concerns that
an appeal or activity may be
fraudulent or bogus should be
reported to the police.

- Fundraising costs

There is no set level for fundraising
costs, either in law or in good
practice. This is because there are
many factors that affect the levels of
costs that can be incurred, including
the method of fundraising, the
popularity of the cause and the size
and profile of the charity. Charities
should secure the best terms for
fundraising activities they can for the
charity and be open and transparent
about these costs.

Charities and commercial partners

Commercial partners include
professional fundraisers whose core
business is to provide fundraising
services to charities; and commercial
participators which are companies who
donate a proportion or fixed sum of
money from the sale of goods, services
or from a promotional venture.

Although charities engage with
commercial participators and
professional fundraisers very
differently, both partnerships are
regulated in a similar way. Charities
should be aware of the legal
requirements that govern fundraising
agreements, solicitation statements
and how the funds raised are
managed. For more information see
Part G.



C. Trustees’ duties and responsibilities

(1. What are trustees’ legal duties in relation to

fundraising?

The short answer

Trustees have an overriding duty to act in the interests of the
charity. In doing so, they must act prudently, balancing issues of
resourcing and potential risks to the charity. Trustees” duty of care
requires that they exercise reasonable care and skill in carrying out

their responsibilities.

Where members of the public or volunteers are fundraising on
behalf of the charity or where the charity employs a professional
fundraiser, trustees should ensure that they have proper and
appropriate control of funds. This includes ensuring that funds are
only spent for the purpose for which they were raised.

In more detail

Trustees have ultimate responsibility
for directing the affairs of a charity, and
should ensure it is solvent, properly
run, and delivering the charitable
outcomes for which it has been set up
for the benefit of the public. This
means complying with charity law,
acting in the best interests of the
charity, complying with the legal
principles of duty of care and duty of
prudence and maintaining control of
charitable funds.

In general, trustees must:

- ensure that the charity complies with
charity law, and with the
requirements of the Charity
Commission as the regulator - in

particular ensure that the charity
prepares reports on what it has
achieved and annual returns and
accounts as required by law

- ensure that the charity does not

breach any of the requirements or
rules set out in its governing
document and that it remains true to
the charitable purpose and objects
set out in it

- comply with the requirements of

other legislation and other requlators
(if any) which govern the activities of
the charity

- act with integrity, and avoid any

personal conflicts of interest or
misuse of charity funds or assets



Acting in the best interests of the
charity: Trustees have an overriding
duty to act in the interests of the
charity and its beneficiaries. This
means:

- trustees must not allow their
personal interests, or the interests of
another organisation or body, to
influence decisions made on behalf
of their charity

- trustees should not without good
reason place restrictions on
themselves, or allow restrictions to
be placed on them, that would limit
their ability to make decisions in the
interests of the charity

Trustees should consider both the
current and future needs of the charity.
For example, trustees may feel there
are short-term advantages to be
gained from a controversial fundraising
appeal that boosts income significantly.
However, if the appeal generates
negative publicity the long-term impact
may damage the reputation of the
charity. Trustees should bear in mind
that even when the day-to-day
management of fundraising has been
delegated to staff or volunteers,
trustees still carry the ultimate
responsibility.

To comply with trustees’ duty of care,
trustees:

- must use reasonable care and skill in
their work as trustees, using their
personal skills and experience as
needed to ensure that the charity is
properly run and efficient

- should consider getting external
professional advice on all matters
where there may be material risk to
the charity, or where the trustees
may be in breach of their duties

To fulfil these responsibilities properly,
trustees should make sure that they
keep up to date with the charity’s
activities and how the charity is run.
Trustees should ensure they give
sufficient time and energy to
conducting the business of the charity
such as through reqgular attendance at
board meetings to make strategic
decisions. How this is done will vary
between different types and sizes of
charity.

To comply with trustees’ duty of
prudence, trustees should:

- ensure that the charity is and will
remain solvent

- use charitable funds and assets
reasonably, and only in furtherance
of the charity’s objects

- avoid undertaking activities that
might place the charity’s
endowment, funds, assets or
reputation at undue risk



- take special care when investing the
funds of the charity, or borrowing
funds for the charity to use

Control over charity funds: Where the
charity gives permission for people to
raise money on its behalf, such as
someone undertaking a sponsored
event or where it employs people to
undertake fundraising on its behalf,
trustees should ensure the charity
receives all the money to which it is
entitled. All funds raised should be
paid into a bank account in the
charity’s name before deduction of any
expenses. The charity’s accounts must
show the gross amount of funds raised
before the deduction of any fundraising
costs or fees and these deductions
must be shown as a separate
expenditure item in the accounts.

Where the charity has given permission
for people to raise funds on their
behalf, trustees should ensure that:

- the appeal literature accurately
describes the aims of the appeal

- where professional fundraisers are
employed as agents for the charity,
there is a written agreement that
meets legal requirements (further
detail in Part G)

- where they enter into a venture with
a commercial partner, there is a
fundraising agreement that meets
the requirements of the 1992 Act

Trustees should also monitor costs
against the budget and ensure the
costs incurred do not exceed the
planned budget. For further
information about financial controls (for
example, controls over collection boxes
and counting, controls over fundraising
events) see our guidance Internal
Financial Controls for Charities (CC8).

The Charity Commission offers
information and advice to charities on
both legal requirements and good
practice to help them operate as
effectively as possible and to prevent
problems arising. In the few cases
where serious problems have occurred
we have wide powers to look into
them and put things right. Trustees
may also be personally liable for any
debts or losses that the charity faces as
a result. This will depend on the
circumstances and the legal structure
of the charity. However, personal
liability of this kind is rare, and trustees
who have followed the requirements
will generally be protected.

For more information about trustees’
duties, see The Essential Trustee: What
you need to know (CC3).
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C2. What should trustees consider before launching a
fundraising appeal?

The short answer

Trustees are responsible for deciding the charity’s overall approach

to income generation and mission.

Trustees should ensure that the appeal is well planned and adheres to
the charity’s values and objects, taking into account any financial or
reputational risks connected with the proposed fundraising appeal.
With any significant fundraising appeal, this may require a business
plan, a budget and possibly require professional legal and accountancy
advice. The objects, reputation and values of the charity should be
carefully considered prior to launching any fundraising appeal, as
fundraising is frequently the only interaction the charity has with the
public and will consequently affect the charity’s reputation and
influence the opinions of potential donors and supporters.

In more detail

When launching a fundraising appeal,
trustees should ensure that the appeal
is in the best interests of the charity
and in doing so, is following good
practice.

In most cases, it will not be the
trustees themselves who raise funds
for the charity or organise fundraising
on a day-to-day basis. The trustees
retain overall responsibility for every
aspect of the charity’s activities and
they should have proper mechanisms
for delegating activities such as
fundraising, with clear terms of
reference for those exercising the
delegated authority. The trustees
should take an active interest in
fundraising and ensure that they

receive regular reports on performance
targets in order to exercise proper
oversight. For small charities such as
local grass-roots community groups, it
may not be appropriate to have formal
mechanisms in place such as terms of
reference. However, it is essential that
trustees of small charities are still
aware of their responsibility to ensure
the proposed fundraising appeal is well
planned and well executed.

Here are some basic questions trustees
and their charities should ask prior to
launching the appeal. These questions
will also help to show that the trustees
are discharging their legal duty to act
in the best interests of the charity
when making decisions.



Determine what the fundraising is for

Is it for a specific purpose or the general purposes of the charity?

- If it has a specific purpose, such as to buy a particular building or piece of
equipment, charities should specify how the funds will be applied if the
funds cannot be used for the purpose, for example, if insufficient funds are
raised to fulfil the main purpose of the appeal or if surplus funds are raised.

- Trustees should set a start and end date for any appeal for a specific
purpose.

- Where the appeal is for general funds and a specific project is mentioned in
the appeal literature, this should be clearly identified as an example of the
charity’s work. Care needs to be taken not to mislead donors into thinking
that their money will only be used for a particular project when this is not
the case.

Does the appeal have a specific target? Is there a minimum amount the
appeal needs to raise or are there a series of targets or thresholds depending
on how much is raised?

- Determining the amount you need to raise will help you choose the most
appropriate method of fundraising for your appeal and provide an estimate
of how long it will take to achieve that target.

Develop a plan

What expenditure is required to run the fundraising appeal?

- Fundraising costs money, and to be effective, it may require initial
investment from the charity. A major fundraising appeal can be a significant
financial commitment that will involve planning and an assessment of the
risks and setting of a budget. Trustees should balance their investment with
the expected income, ensuring it is a reasonable investment.

What fundraising methods will be used?

- There are many ways to raise money. The most appropriate method will
depend on balancing factors such as resources, time frame and the existing
or potential donor base.

What is the budget and projected timeline on this appeal?



Does the proposed appeal require professional legal or accountancy advice?

- If you do require professional legal and accountancy advice, have you
budgeted for the costs of this advice?

Does the charity have enough staff or volunteers to run this appeal? Will you
require the recruitment of new staff, volunteers or professional fundraisers to
achieve your goal?

- It is important to ensure you have enough staff or volunteers to ensure the
appeal is run smoothly and the funds are collected correctly. You may also
consider recruiting volunteers to assist in the appeal.

Do staff or volunteers need to be trained and has this cost been incorporated
in the budget?

Risk Assessment

What are the financial risks?
Is there a risk to the charity’s assets or data?

Is the appeal financially viable?

- Are the projected costs of the appeal higher than the return? Should the
appeal fail to raise enough funds, will the charity remain solvent? How
likely is it that the appeal will raise sufficient funds?

What are the reputational risks?

- Is there a risk of alienating your donors, beneficiaries or the public when
employing particular methods of fundraising? Are there any ethical issues
that should be taken into account?

Is the appeal in line with the charity’s values and mission?

Choosing a fundraising method

What is the most effective method of raising the required funds?



Is there a secondary purpose to your fundraising such as awareness raising or
public education? Will this affect the budget and the chosen method of
fundraising?

Is the chosen method in line with the values and ethos of your charity?

- Fundraising can shape the character of a charity, and can affect
organisational values. The fundraising strategy should be influenced or
determined by the charity’s values, not the other way around. It is
important that people who fundraise for the charity understand from the
outset the charity’s values and recognise that they are representing the
charity. For example, if a charity’s beneficiaries are gambling addicts, it
would not be appropriate to fundraise using lotteries.

Do you need to take professional advice?

- If this is a fundraising method new to your charity, will you require some
professional advice, whether this is legal, accounting or industry expertise?

Have the Institute of Fundraising’s Codes of Fundraising Practice, been
consulted and followed?

If you have determined you will need the services of a professional
fundraiser or commercial participator to carry out the appeal, these are some
questions trustees and charities should ask.

Professional Fundraisers

How should the charity choose a professional fundraiser?

- Seeking quotes from several professional fundraisers will help your charity
to get a competitive price. Exercise your right to inspect the accounts and
records of the professional fundraiser and seek references from former
clients if you are unsure.
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Has the charity negotiated a fundraising agreement that is in the best
interests of the charity?

- Trustees should ensure that no legal document is signed unless they are
satisfied the terms, especially the cost of the service, are in the charity’s
best interests; to do otherwise is likely to be a breach of duty. It is therefore
essential for trustees to consider whether there is a need for legal and
accountancy advice. Care should be taken to record the advice taken and
the discussion around any major decision or commitment so that the
trustees’ decision-making process is documented should the decision be
revisited for any reason.

Has the marketing material been approved by the charity before release?

- Trustees should take reasonable steps to ensure that the charity’s good
name is protected. Trustees, or members of staff to whom responsibility is
delegated, should approve fundraising material, the use of the charity
name, image and logo and ensure that there is control over any intellectual
property rights, especially when dealing with third parties such as
professional fundraisers and commercial participators.

Commercial Participators

Has the charity negotiated a fair fundraising agreement with the commercial
participator?

- Like fundraising agreements with professional fundraisers, trustees should
ensure that no legal document is signed unless they are satisfied the terms
are in the charity’s best interests; failure to do this is likely to be a breach of
duty.

Has the marketing material been approved by the charity before release?

« Charities should ensure they exercise control over the use of their charity’s
name, image and logo on any marketing material such as packaging,
advertisements and notices.

Having considered all these questions and issues, trustees should ensure a review
and monitoring process is in place to enable the trustees to evaluate the success
or failure of the fundraising appeal.



(3. What should trustees consider when choosing a method

of fundraising?
The short answer

Trustees should be aware of and comply with the law governing
fundraising (as explained in Part E of this guidance) and whether
the proposed activities correspond with the charity’s values. Trustees
should also reflect on the financial and reputational risks, for
example, the possible consequences of a contentious appeal.

In more detail

The Commission encourages charities
to be innovative in their approach to
fundraising but reminds trustees of the
need to consider the advantages and
disadvantages, including potential
financial and reputational risks and the
ethical implications of any method of
fundraising prior to adoption. It is
ultimately the responsibility of the
trustees to ensure that any fundraising
method is in the best interests of the
charity. Some charities have been
particularly successful in adopting new
approaches to raising funds, such as
appeals driven through social
networking.

Some fundraising methods are
contentious and sometimes unethical,
which may alienate or upset members
of the public, such as the use of:

- excessively emotive language

- distressing images of beneficiaries

- targeting and pressuring vulnerable
donors who may not be able to
afford or understand the terms of the
donation or ongoing donations they
are committed to

- insistent and repeated phone calls,
mail or emails

- enclosing a product such as pens,
umbrellas or other items in mailings
to generate donations through
financial quilt

Although the charity may see a short-
term gain to employing such methods,
donors may feel that they are being
unduly pressured into donating and
develop a negative perception of the
charity and charities generally. Trustees
should be aware of potential issues
and risk factors before agreeing to a
method of fundraising that may be
considered contentious. Charities
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should not use any methods of
fundraising that may damage public
trust and confidence in charities.

Trustees are strongly advised to be
aware of legal, good practice and
ethical considerations of their chosen
fundraising methods prior to
authorising a fundraising appeal. See
Part E and H for more information on
legal and regulatory requirements.

Any charity considering any of the
following fundraising activities, in
particular, should consider the guidance
in the Institute of Fundraising’s (loF)
Codes of Fundraising Practice and if
necessary take further professional
advice:

- ‘charity challenges’ or outdoor events
such as sponsored activities or
overseas aid work

- events such as fétes, auctions,
dinners or concerts

- face-to-face fundraising, the public
solicitation of committed giving by
direct debit or standing order

- telephone or broadcast collections
- online fundraising appeals

- payroll giving

- raffles and lotteries

- legacy fundraising

- telephone recruitment of collectors

- use of ‘chain’ letters or emails - this
is strongly discouraged by the Charity
Commission and sector bodies as
chain letters can be an annoyance to
potential donors and charities quickly
lose control of the content of the
letters leading to a high risk of fraud
and significant damage to the
charity’s reputation

Charities should consult the Advertising
Standards Authority’s Advertising Codes
for more information on advertising
standards for mailings, television
advertisements and other media.



C4. What risks should charities be aware of?

The short answer

Charities face some level of risk in most of the things they do,
including fundraising. The diverse nature of the sector, how it
fundraises and its activities mean that individual charities face
differing levels of risk and exposure.

In more detail

Identifying and managing the potential
risks that a charity may face is a key
part of effective governance for
charities of all sizes and complexity.
Trustees should have a written risk
management plan in place to ensure
they are confident and well informed
in making their decisions and the
charity is able to withstand the
associated risks.

By managing risk effectively, trustees
can help ensure that:

- significant risks are known and
monitored, enabling trustees to
make informed decisions and take
timely action

- the charity makes the most of
opportunities and develops them
with the confidence that any risks
will be managed

- forward and strategic planning are
improved

- the charity’s aims are achieved more
successfully

Reporting in its trustees” annual report
on the steps a charity has taken to
manage risk helps to demonstrate the
charity’s accountability to its
stakeholders including beneficiaries,
donors, funders, employees and the
general public.

Types of risk

Major risks are those risks that have a
major impact and a probable or highly
probable likelihood of occurring. If they
occurred they would have a major
impact on some or all of the following
areas:

« Governance

For example, a governance risk is a
charity lacking direction, strategic
and forward planning which can
jeopardise the sustainability of the
charity. This risk can easily be
managed through the
implementation of financial planning,
strategic planning and ongoing
monitoring of the financial and
operational performance. Other

17
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examples of governance risks include
a lack of appropriate trustee
oversight and skills, trustee conflicts
of interest and the loss of key staff.

+ Operations

Operational risks include contract
risk, competition from similar
charities and security of assets. For
example, competition from similar
charities may include a charity
choosing to run a fundraising appeal
on the same day as a major appeal
from a high-profile charity. The
smaller charity with a lower profile
will be unable to attract the expected
media attention or projected
donations owing to the larger
charity’s appeal. This risk could be
avoided by prior research into
planned major appeals and choosing
another date.

- Finances

Financial risks include poor budgetary
control and financial reporting,
dependency on income sources and
fraud. Where charities are dependent
on a single source of income,
whether this is fundraising, grants
from a single funder or trading, any
issues with this income stream will
have significant consequences for the
sustainability of the charity. This risk
can be mitigated by identifying the
major dependencies, implementing
an adequate reserves policy and
considering a diversification plan.

- Environmental or external factors

such as public opinion or relationship
with funders

Environmental and external factors
include public perception, adverse
publicity, relationships with funders,
demographics of donors and
government policy. Damage to
reputation arising from adverse
publicity can have long-term
consequences. Public and donor trust
hinges on the good reputation of a
charity and its brand. If it is widely
publicised that a charity is misusing
charitable funds, funders and donors
will no longer support the charity.
Adverse publicity may also arise from
external factors such as a bogus
collector who is using your charity’s
brand to raise funds for personal
gain. These risks can be managed
through the implementation of an
external and internal complaints
process so that issues are caught and
resolved by the charity.

- A charity’s compliance with law or

regulation

Compliance risk is when the charity
fails to comply with law or
regulation, resulting in penalties, loss
of public trust and possible loss of
funding. This risk can be avoided by
identifying key legal and regulatory
requirements, allocating
responsibility for key compliance
procedures and implementing
compliance monitoring and reporting
systems.



Any of these major risks and their For more information on risk
potential impacts could change the management, see Charities and Risk
way trustees, donors or beneficiaries Management (CC26).

interact with the charity and endanger
stable fundraising income streams.
Following identification of the risks that
a charity might face, a decision will
need to be made about how they can
be most effectively managed.

There are four basic strategies that can
be applied to manage an identified
risk:

- transferring the financial
consequences to third parties or
sharing them

- avoiding the activity giving rise to
the risk completely

- management or mitigation of risk

- accepting or assessing it as a risk
that cannot be avoided if the activity
is to continue

Being aware of and managing risks is a
simple task that enables trustees to
develop measures to ensure the
sustainability of their charity and
foresee any potential issues and avoid
them. Simple procedures to measure
risk include taking greater care to
examine contracts carefully, developing
a budget and financial plan, purchasing
insurance, keeping informed of
government polices through sector
news. The complexity and formality of
these measures will vary between
charities, depending on their size,
security of their funding, levels of risk
and existing procedures in place.
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D. Self-regulation in practice

The principle behind self-regulation is that charities and
professional fundraisers set and follow their own standards
of fundraising practice, with the aim of enhancing the
public’s confidence and trust in the sector.

D1. What does self-regulation mean?

The short answer

The Commission does not routinely requlate fundraising as an
activity in its own right. Trustees and their charities follow the Codes
of Fundraising Practice developed by the sector, through the
Institute of Fundraising, and requlated by the Fundraising Standards
Board. Charities should ensure they are fundraising appropriately
and responsibly, protecting public trust and confidence in charities’
work. The Commission supports the sector’s self-requlation of

fundraising activities.

In more detail

The principle behind self-regulation
is to allow charities and professional
fundraisers to demonstrate good
practice, eliminate poor practice and
increase public trust and confidence in
charities and the wider voluntary and
community sector. Industry-developed
Codes of Fundraising Practice set out
practical systems and standards for
charities to fundraise in ways which are
accountable and transparent. These
measures enable the public to make
decisions to donate based on how well
charities operate and how their
donations are raised, managed and

spent on beneficiaries. Accountability
and transparency are crucial to an open
and honest relationship between a
charity and its donors, members of the
public and beneficiaries.

If the current system of self-regulation
is unsuccessful, there are reserve
powers in the 2006 Act to introduce
statutory regulations to control
fundraising.

The Institute of Fundraising (IoF) has
developed the Codes of Fundraising

Practice. The Commission works with
the IoF on the Codes.



The Fundraising Standards Board (FRSB)
is the independent body which handles
complaints from the public about their
members’ fundraising practices that
contravene the Codes. FRSB’s members
use the FRSB ‘Give with Confidence’
tick to enable the public to recognise
charities who comply with good
practice.

How does self-regulation work?

The responsibility for ensuring that
fundraising is conducted in a way that
is legal, effective and efficient falls on

the charity and its trustees. Trustees
should ensure that they are following
good practice and that they have
considered the impact of their
proposed fundraising appeal on the
charity’s budgets and the associated
risks and potential benefits.

There are issues that can arise in the
context of fundraising that are the
subject of formal requlation by the
Charity Commission and other
regulators. Part E of this quidance
outlines the legal issues that trustees
should be aware of.

D2. Who are the self-regulatory bodies and where can
guidance on good practice be found?

The short answer

The Institute of Fundraising (IoF) developed Codes of Fundraising
Practice. Trustees should be aware of and ensure that their charities
follow these Codes. Contact details are provided in Section H3.

In more detail

The self-regulation framework: The
Institute of Fundraising and the
Fundraising Standards Board (FRSB) are
two of the voluntary sector bodies that
are responsible for the self-requlation
framework. These bodies are a source
of advice and information about good
practice in fundraising. Trustees who
employ professional fundraisers or staff

who fundraise can identify those
following good practice by checking
whether they are members of loF and
FRSB, or where appropriate, the Public
Fundraising Regulatory Association.

The Institute of Fundraising is the
professional body that represents
fundraising in the UK. loF produces a



22

guide for trustees on fundraising. It has
also developed the Codes of
Fundraising Practice, which represent a
benchmark of good fundraising
practice.

The Fundraising Standards Board
deals with complaints about breaches
of the loF’s Codes of Fundraising
Practice. FRSB’s members abide by the
IoF’s Codes of Fundraising Practice and
the FRSB Fundraising Promise in
addition to using the FRSB ‘Give with
Confidence’ tick (pictured below) to
enable the public to recognise charities
and professional fundraisers who
comply with good practice.

R
RQE

give pith confidence

Specialist self-regulatory bodies

The Public Fundraising Regulatory
Association (PFRA) is the voluntary
membership body for direct debit
donations through face-to-face and
door-to-door fundraising. The PFRA
promotes and implements the IoF’s
Face-to-Face Activity Code, its own
good practice guidance and coordinates
street collections with local licensing
bodies.

Please note, there are many other
associations dedicated to supporting
and providing advice and information
on specific fundraising methods. These
organisations do not usually have the
same level of responsibility for dealing
with complaints about breaches of
fundraising practice. loF maintains a list
of organisations that can be found on
the loF website.



D3. How can charities assure members of the public that
they are giving to a genuine cause?

The short answer

Charities can assure the public they are giving to a genuine cause
through being accountable and transparent in the charity’s
governance, operations, fundraising and how the charity serves its

beneficiaries.

In more detail

Charities should be prepared to answer
questions from members of the public
such as:

- What are the charity’s objects,
mission and who are beneficiaries?

- How have the objects and mission of
the charity been achieved in the past
year?

- How does the charity intend to
achieve its objects in the next year?

- How does the charity intend to use
the funds raised in the appeal?

- What will happen to the surplus
funds if they raise more than
required for the specific purpose?

The Charity Commission recommends
that fundraisers:

- be able to produce a valid local
authority or police licence

- where applicable, make a solicitation
statement (see Part E7 of this
guidance)

- wear an official identity badge from
the charity or professional fundraiser

- have a sealed collection container
with the charity’s registration
number and name on it that matches
the details on their identity badge

- be able to tell members of the public
how to contact the charity directly
and how to donate using other
methods

- be able to prove that they have the
charity’s permission to collect

Professional fundraisers and
commercial participators must, by law,
declare how much of the donation will
be paid to the charity and should be
able to produce a copy of a written
agreement with the charity.

23
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Finally, the charity is required by the
1993 Act to supply a copy of their most
recent annual accounts to any member
of the public who requests a copy. For
charities with an income over £25,000,
the annual reports and accounts can be
found on the Commission’s Register of
Charities, along with other useful
information about the charity such as
size, objects, financial history, activities

and income. For charities below this
threshold, information about objects,
financial history, accounts and activities
can be found on the register at the
Register of Charities.

The Institute of Fundraising’s
Accountability and Transparency Code
in Fundraising provides useful
guidelines for charities.




E. Fundraising and the law

Certain fundraising activities are subject to specific
requlation. This part of the guidance describes the main
requlations that trustees need to be aware of.

E1. How should a charity report on its fundraising to the
public and donors?

The short answer

For charities with a gross income over £500,000 which are required
to have an audit, the Statement of Recommended Practice requires
that the trustees comment on any fundraising activity undertaken

during the year. Smaller charities might find this a useful activity to

do as well.

In more detail

The Statement of Recommended
Practice (SORP) is issued by the Charity
Commission and the Office of the
Scottish Charity Regulator and gives
instructions on how charities are
expected to report on their activities,
income and expenditure and financial
position in their annual report and
accounts.

SORP requires that the trustees

should report on fundraising activities
undertaken by the charity in the year.
This report should include details of the
performance achieved against the

objectives set for the fundraising
activities. It should also comment

on any expenditure on future
fundraising activities based on their
income strategy and explain the effect
on the current year’s fundraising return
and anticipated income generation in
future periods. Charities with a gross
income over £500,000 are required to
follow the recommendations of SORP
in full.

Every registered charity is expected to
produce an annual report and accounts
that explains where its money comes

25
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from and how the charity disbursed the
funds. However, SORP only applies if
the charity prepares accruals accounts.
Accruals accounts report financial
activities on the basis of when the

activity happens, rather than when
the cash is received and spent.

For more information, see Help with
preparing Charity Accounts and
Reports.

E2. Do charities have to pay tax on the money they raise?

The short answer

Charities may be able to benefit from VAT and direct tax reliefs but

conditions apply.

In more detail
Fundraising events and VAT

Charities should consider the tax
implications of any fundraising event
held. In some circumstances, charities
may qualify for a VAT exemption. For
more information and to see if your
charity event qualifies for an
exemption, see HMRC's quidance on
charities and VAT.

Tax-effective donations (Gift Aid)

Trustees should make use of tax relief
schemes available to increase their
charity’s income. One way that charity

trustees can maximise the value of the
cash donations they receive from UK
taxpayers is to ensure that

donations fall within the Gift Aid
scheme. Charities need to ensure that
they obtain completed Gift Aid
declarations from their donors in order
to benefit from the scheme. loF have
also produced a guide to tax-effective
giving.

For a complete listing of HMRC's
charities guidance, see www.hmrc.gov.
uk/charities/tax/index.htm and
www.hmrc.gov.uk/charities-donors/
index.htm



E3. When a charity is fundraising is there a legal
requirement to state that it is a charity?

The short answer

Yes, if you are a registered charity with an income above £10,000 a
year. These charities must state they are a registered charity on a
range of documents including on their website, advertisements and
other documents such as receipts. This requirement extends to any
notices, advertisement or documents used to fundraise. There are
additional rules for charities that also operate in Scotland.

In more detail

Section 5 of the 1993 Act says that
registered charities with a gross
income of £10,000 or more in the last
financial year must state, on a range of
official documents, that the charity is
registered. These documents include
notices, advertisements, material
placed on websites, invoices, receipts
and other documents issued by or on
behalf of a charity that are intended to
persuade the reader to give money or
property to the charity. This includes
the solicitation of membership
subscriptions.

It is good practice to include your
registered charity number on your
website and all correspondence. This

can give confidence to donors and
members of the public that your
charity is legitimate and enable them
to research your charity on the
Commission’s Register of Charities.

Charities in Scotland are regulated by
the Office of the Scottish Charity
Regulator (OSCR) and are subject to
Scottish law. If a charity established
under the laws of England and Wales
wishes to fundraise in Scotland, it
should check whether or not it also
needs to register as a charity with the
0SCR. The publications and guidance
page on the OSCR website provides
guidance on this issue specifically
aimed at English and Welsh charities.
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E4. Which fundraising activities are subject to specific
regulation?

The short answer

There are specific regulations for public collections (street
collections, door-to-door collections, face-to-face collections),
fundraising involving professional fundraisers, fundraising involving
commercial participators, charity staff paid to fundraise in public

places and lotteries.

There are also other laws and requlations that affect fundraising that
may apply such as data protection, child protection and the

telephone preference system.

In more detail

The fundraising activities below are
subject to specific legal requirements,
depending on how they are structured
and whether professional fundraisers or
commercial participators are involved.
A list of the relevant legislation
charities must comply with can be
found in Section H1.

All fundraising that involves recording
or taking down personal details is
subject to data protection laws.
Charities that use face-to-face
fundraising, online fundraising, direct
mail, events, broadcast or telephone
fundraising who handle personal details
such as names, contact details and
credit or debit details should be aware
of and comply with the Data Protection
Act 1998. For more details, contact the
Information Commissioner’s Office.

Public collections

When a charity carries out a public
collection, they must seek a licence
from the local authority or in some
cases, the Metropolitan Police.
Fundraisers must give a solicitation
statement, detailing how they are
remunerated, to the donor.

Gaming activities

Lotteries, bingo, raffles and other
gaming activities are subject to
regulation under the Gambling Act
2005. The Gambling Act is administered
by the Gambling Commission.

Event fundraising

This can be subject to a number of
regulations, including local licensing
laws, and those for alcohol licensing (if
required), food safety and consumer



protection. The Home Office’s Good
Practice Safety Guide provides
information on safety at small events
and sporting events on the highway, on
roads and in public places. Copies can
be requested from the Home Office.

See also Providing Alcohol on Charity
Premises (CC27).

Broadcast and telephone fundraising

In addition to data protection laws and
charity law, broadcast and telephone
fundraising must comply with Part 11,
section 59 of the 1992 Act ensuring
that donors have a right to a refund if
they donate over £100. For more
information see Section E8.

Telephone fundraising

Charities should ensure they do not
make unsolicited calls to numbers
registered on the Telephone Preference
System (TPS). Charities may continue to
call donors on TPS who they have an
ongoing relationship with and who have
agreed to be contacted by the charity.

Fundraising involving children

Fundraising that involves children is
subject to child protection laws. Any
person w