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In humanitarian crises, civil society organisations are often the first responders, delivering essential services
in fragile and conflict-affected settings where states and markets cannot. Yet many are increasingly
excluded from financial services, not due to demonstrated financial crime risk, but because risk is being
avoided rather than assessed and managed.

This practice, known as de-risking, creates exposure for financial institutions far beyond humanitarian
response. It restricts civic space by cutting vital services to nonprofits and activists, forcing essential human
rights and aid operations into underground channels and stifling their critical advocacy work.

This heightens supervisory and enforcement risk under risk-based AML/CTF regimes, creates potential civil
liability under emerging human rights due diligence obligations (such as the EU Corporate Sustainability Due
Diligence Directive), and generates significant reputational and strategic risk in conflict-affected settings.

De-risking of non-profit organisations is no longer simply a compliance decision, it is a material
regulatory, operational and human rights risk.

CORE PROBLEM: A GAP BETWEEN REGULATORY INTENT AND OPERATIONAL REALITY

AML/CTF frameworks are risk-based, not zero-risk. Financial institutions are legally required to assess and
manage risk proportionately at client level, not to eliminate perceived risk through broad sector exclusion.

Risk aversion may be a commercial instinct; risk-based regulation is a legal obligation.

De-risking replaces proportionate client-level assessment with sector-wide offboarding, which contradicts
FATF standards, the EU AML framework and clear supervisory expectations. Regulators have repeatedly made
clear that indiscriminate exclusion of non-profit organisations does not meet the standard of a risk-based
approach.

This misapplication of risk frameworks leads to unnecessary financial exclusion with material humanitarian,
operational and human rights consequences.

CSDDD: FROM COMPLIANCE CHOICE TO LIABILITY RISK

CSDDD requires financial institutions to identify and address adverse human rights impacts linked to their
operations and business relationships. For financial crime functions, this shifts de-risking from a compliance
choice to a potential source of liability.

Client offboarding decisions may fall within CSDDD scope where denial of financial services affects legitimate
non-profit organisations, particularly in vulnerable or conflict-affected contexts. In such cases, denial of
access may itself constitute an adverse human rights impact.

Operational expectations for your KYC, Compliance and Sustainability teams:
e Proportionate, client-specific assessment;
e Documentation of alternatives to offboarding;
e Engagement where significant impacts arise;
» Escalation where financial crime decisions trigger human rights risk.


https://commission.europa.eu/topics/business-and-industry/doing-business-eu/sustainability-due-diligence-responsible-business/corporate-sustainability-due-diligence_en
https://commission.europa.eu/topics/business-and-industry/doing-business-eu/sustainability-due-diligence-responsible-business/corporate-sustainability-due-diligence_en

GOOD PRACTICE EXAMPLES: SCALABLE OPERATING MODELS

1. CLARIFY WHAT RISK-BASED KYC MEANS FOR NON-PROFITS

Banks, regulators and non-profits must align on what genuinely increases or reduces AML/CTF risk. The
Netherlands offers a strong example: a multi-stakeholder KYC standard translating open AML/CTF norms into
operational guidance for banks, requlators and civil society. This is not a local solution, it is a template for
supervisory dialogue and proportionate KYC decision-making across European jurisdictions.

2. INTEGRATE HUMAN RIGHTS INTO KYC DECISIONS

Denying financial access is not a neutral compliance decision. Several large European banks have begun
bringing together KYC, human rights and sustainability expertise, and relationship managers to assess non-
profit clients holistically and include the denial of financial services in human rights impact assessments.
This shifts offboarding and transaction decisions from isolated compliance judgments to accountable
business decisions.

3. USE FRAMEWORKS THAT ALREADY EXIST: TBILISI PRINCIPLES

The_Tbilisi Principles provide practical guidance for applying AML/CTF frameworks in humanitarian and
conflict settings, developed jointly by governments, financial institutions and civil society. They are not a
crisis-specific exception, they are plug-in guidance for high-risk geographies that can be integrated into
existing risk assessment frameworks immediately.

What leadership looks like for banks

Regulatory direction is clear. CSDDD will require banks to account for the human rights consequences of their
business decisions, including financial exclusion. Leadership on de-risking does not mean lowering the bar
on financial integrity, but to apply that bar intelligently.

This means:

e Mandating risk-based, not sector-based, decisions on non-profit client offboarding.

 |[ntegrating KYC, Compliance and Human Rights expertise into escalation and client acceptance
committees.

e Using existing frameworks and supervisory guidance before creating new controls.

¢ Engaging regulators proactively to align on proportionate implementation, rather than managing
supervisory risk through exclusion.

e Treating financial exclusion as a governance issue with board-level visibility and accountability.

The institutions that lead here will not only reduce regulatory and reputational exposure but will set the
standard for responsible financial integrity.

For more information, reach out to the European Center for Not-for-Profit Law (ECNL).

This briefer was developed in collaboration with Nelleke Hoffs, Member of ECNL
Supervisory Council and Human Rights & Sustainability Lead at ABN AMRO.
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https://www.abnamro.nl/en/commercialbanking/about-abnamro/know-your-client-centre/associations-and-foundations.html
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https://creativecommons.org/licenses/by-sa/4.0/

	DE-RISKING  THE NON-PROFIT SECTOR:  A GROWING COMPLIANCE AND HUMAN RIGHTS RISK FOR BANKS
	DE-RISKING THE NON-PROFIT SECTOR:  A GROWING COMPLIANCE AND HUMAN RIGHTS RISK FOR BANKS
	De-risking of non-profit organisations is no longer simply a compliance decision, it is a material regulatory, operational and human rights risk.
	CORE PROBLEM: A GAP BETWEEN REGULATORY INTENT AND OPERATIONAL REALITY
	CSDDD: FROM COMPLIANCE CHOICE TO LIABILITY RISK
	Operational expectations for your KYC, Compliance and Sustainability teams:


	GOOD PRACTICE EXAMPLES: SCALABLE OPERATING MODELS
	1. CLARIFY WHAT RISK-BASED KYC MEANS FOR NON-PROFITS  Banks, regulators and non-profits must align on what genuinely increases or reduces AML/CTF risk. The Netherlands offers a strong example: a multi-stakeholder KYC standard translating open AML/CTF norms into operational guidance for banks, regulators and civil society. This is not a local solution, it is a template for supervisory dialogue and proportionate KYC decision-making across European jurisdictions.
	2. INTEGRATE HUMAN RIGHTS INTO KYC DECISIONS  Denying financial access is not a neutral compliance decision. Several large European banks have begun bringing together KYC, human rights and sustainability expertise, and relationship managers to assess non-profit clients holistically and include the denial of financial services in human rights impact assessments. This shifts offboarding and transaction decisions from isolated compliance judgments to accountable business decisions.
	3. USE FRAMEWORKS THAT ALREADY EXIST: TBILISI PRINCIPLES  The Tbilisi Principles provide practical guidance for applying AML/CTF frameworks in humanitarian and conflict settings, developed jointly by governments, financial institutions and civil society. They are not a crisis-specific exception, they are plug-in guidance for high-risk geographies that can be integrated into existing risk assessment frameworks immediately.
	What leadership looks like for banks  Regulatory direction is clear. CSDDD will require banks to account for the human rights consequences of their business decisions, including financial exclusion. Leadership on de-risking does not mean lowering the bar on financial integrity, but to apply that bar intelligently.
	This means:
	Mandating risk-based, not sector-based, decisions on non-profit client offboarding.
	Integrating KYC, Compliance and Human Rights expertise into escalation and client acceptance committees.
	Using existing frameworks and supervisory guidance before creating new controls.
	Engaging regulators proactively to align on proportionate implementation, rather than managing supervisory risk through exclusion.
	Treating financial exclusion as a governance issue with board-level visibility and accountability.
	The institutions that lead here will not only reduce regulatory and reputational exposure but will set the standard for responsible financial integrity.
	For more information, reach out to the European Center for Not-for-Profit Law (ECNL).
	This briefer was developed in collaboration with Nelleke Hoffs, Member of ECNL Supervisory Council and Human Rights & Sustainability Lead at ABN AMRO.



