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1. What is the background of the Communication?
- Vulnerabilities of non-profit organisations (NPOs) to criminal abuse, 
including terrorist financing
- enhanced transparency and accountability of NPOs will strengthen 
the non-profit sector against criminal abuse, will improve donor 
confidence

2. International and EU context
- Financial Action Task Force (FATF) “Special Recommendation VIII ” 
- non-profit organisations
- The EU Counter Terrorist Financing Strategy and the European 
Council Conclusions of December 2004
- Council Declaration on the EU response to the London bombings of
13th July 2005
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3. A balanced approach has to be taken 

The non-profit sector carries out vital humanitarian and other much 
needed public work. Thus, any initiative and its implementation should

- ensure that nothing is done that could undermine the work or 
reputation of vast majority of legitimate NPOs 
- minimise risk of abuse of NPOs while respecting the principle 
of “Freedom of Association”
- avoid criminalising the non-profit sector
- strengthen donor confidence without over-burdening the sector
- respect the diversity of non-profit sectors of EU Member States 
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1. Aim of the Recommendation and Framework 
for a Code of Conduct
- establish common minimum transparency and accountability 
standards for European NPOs in order to prevent criminal abuse of 
organisations, including terrorist financing 
- without unifying legislation of EU Member States

2. How was the Communication formulated?
- through preparatory meetings of experts (October 2004, April 2005)
- by consulting EU Member States via a Comitology Committee 
established to discuss Anti- Money Laundering and Counter Terrorist 
Financing issues
- by organising a public consultation to obtain closer contributions from 
the non-profit sector on the draft Communication    
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3. The two pillars of the Commission Communication 
[COM (2005) 620] « The Prevention of and Fight against Terrorist 
Financing through enhanced national level coordination and 
greater transparency of the non-profit sector. »

- If general criminal law procedures require, EU Member States should 
have the capacity to obtain certain information on each NPO acting in 
their territory
Recommendation to EU Member States

- NPOs should follow certain minimum standards of transparency and 
accountability in their governance 
Framework for a Code of Conduct for NPOs
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a) Recommendation to EU Member States
Member States are advised to
- have an oversight of their non-profit sector and operate 
publicly accessible registration systems for NPOs which enjoy 
favourable tax treatment, collect funds from the public or have 
access to public grants
- encourage NPO compliance with a Code of Conduct on 
transparency and accountability for example via public or private 
accreditation systems 
- encourage awareness programmes for NPOs and 
intermediaries (banks, lawyers, accountants) on risk of NPO 
abuse and detection 
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b) Framework for a Code of Conduct for NPOs
NPOs are encouraged to
- keep available at the NPO’s office certain basic identification 
information on their organisation
- follow proper book-keeping practice, prepare annual reports and 
financial statements of income and expenditure (simplified requirements 
should apply to NPOs under a certain size) 
- use formal channels for money flows for all transactions, whenever 
there is a reasonable possibility to use the formal financial system
- follow the “Know your beneficiaries and associate NPOs” rule, 
which means that the NPO should make best endeavours to verify the 
identity, credentials and good faith of their beneficiaries and associate 
NPOs
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4. Further steps foreseen by the Commission
- There is a necessity for further dialogue among 
interested parties of the public and non-profit sector on 
the implementation of requirements laid down in the 
Communication.
- The Commission is organising a conference in autumn 
2006 and will set up a contact group.
- The European Commission will assess the results 
achieved by the Recommendation and Framework for a 
Code of Conduct three years after its date of adoption.
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EU level
- The Justice and Home Affairs Council of 

1-2 December 2005 agreed on five principles that should 
be taken into account when implementing measures 
aimed at preventing terrorist abuse of the non-profit sector 

International level
- In February 2006, agreement was achieved in the 

Financial Action Task Force on an Interpretative Note to 
Special Recommendation VIII - non-profit organisations 
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By addressing a Recommendation to EU Member States and a 
Framework for a Code of Conduct for NPOs, the Commission 
Communication COM (2005) 620 reflects Recommendation 11 of the 
expert group 

« If foundations are well governed, transparent and 
accountable, they will be better understood and 
trusted by the public, and be more able to attract 
funds »


