Guidance on High-Risk Indicators of Terrorism Financing Abuse of Non-Profit
Organizations

Introduction

Terrorism financing (TF) abuse can occur when funds, goods, or services are diverted to
support terrorist organizations or activities. Identifying high-risk indicators is crucial for
donors and NPOs to prevent misuse. Below are key TF high-risk indicators along with
their definitions and detailed explanations.

High-Risk Indicators for TF Abuse

e Anonymous Donations - Donations made without verifiable donor information,
making it difficult to trace the source of funds.

o Often associated with attempts to conceal identities and avoid detection by
regulatory authorities.

o May indicate efforts to channel illicit funds into legitimate organizations.

e Large Cash Contributions - Significant cash donations with no logical explanation
or financial trail, increasing the risk of money laundering.

o Cashtransactions are harder to trace and provide an easy way to move illicit funds.

o Large or frequent cash donations that exceed the typical giving patterns of the
donor can indicate suspicious activity.

¢ Frequent Small Transfers - Multiple small transactions sent to high-risk areas to
evade detection and financial scrutiny.

o Known as “structuring” or “smurfing,” where multiple small amounts avoid
regulatory reporting thresholds.

o Apattern of small but frequent donations to a single entity or region could indicate
attempts to disguise illicit financial flows.

e Donations from Sanctioned Entities - Contributions from individuals or
organizations listed on international or national sanctions lists.
o Donors listed under sanctions often use intermediaries or shell companies to

conceal their involvement.

o Transactions originating from or involving high-risk individuals should be
scrutinized carefully.

¢ Unusual Donor Behavior - Donors insisting on specific beneficiaries or projects
without prior involvement in charitable work.
o Sudden interest in funding specific high-risk regions or causes without clear
justification.



o Pressure from donors to bypass standard due diligence processes or urgency in
funding transfers can be a red flag.

Lack of Financial Transparency - NPOs that do not disclose financial records,
making it difficult to verify fund usage.

o Absence of clear financial statements or irregularities in record-keeping may
indicate mismanagement or diversion of funds.

o NPOs operating in secrecy or refusing independent audits should be considered
high-risk.

High-Risk Jurisdictions - Transfers to conflict zones or countries with weak anti-

money laundering (AML) regulations, increasing potential TF exposure.

o Funds directed toward areas with a history of terrorism activities require
heightened scrutiny.

o Some jurisdictions may lack proper oversight, allowing funds to be misused.

Sudden Funding Spikes - Unexplained, significant increases in donations that do not

align with typical fundraising patterns.

o Large influxes of funds within a short period without a clear funding campaign or
explanation.

o May indicate an attempt to rapidly move illicit funds through a legitimate
organization.

Use of Non-Banking Channels - Transactions conducted through informal
networks, cryptocurrency, or unregistered financial institutions.

o Alternative financial systems such as hawala networks, prepaid cards, and
unregulated crypto transactions increase the risk of TF.

o Lack of traceability and regulatory oversight makes it easier for illicit funds to be
moved discreetly.

Unverified Beneficiaries - Recipients with unclear identities or backgrounds,
raising concerns about misuse of funds.

o Lack of documentation or inconsistencies in beneficiary details can indicate
fraudulent activity.

o High-risk when funds are allocated to individuals or organizations without clear
due diligence or vetting processes.

Mitigation Measures

Conduct enhanced due diligence on donors and recipients, especially for high-risk
transactions.

Require detailed documentation and financial reports for all large donations and fund
distributions.



e Monitor transactions for unusual patterns and discrepancies, ensuring alignment
with the organization’s mission.

e Report any suspicious activities to relevant authorities, including financial
intelligence units and law enforcement agencies.

Conclusion

Identifying and addressing high-risk indicators is essential for preventing terrorism
financing abuse. By implementing robust monitoring and compliance measures, donors
and NPOs can ensure that funds are used for legitimate charitable purposes. Enhanced
vigilance and cooperation with regulatory bodies will help maintain the integrity of the
non-profit sector and prevent its exploitation by illicit actors.



