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Do You Need to Register 
before Raising Funds?

Be sure you understand the rules for soliciting gifts.
By Eric Peterson

Legal Counsel

By and large, charities pro-
mote the public good. On 
occasion, however, the dis-

reputable take advantage of those 
making charitable gifts. For this 
reason, 38 states and the District 
of Columbia have registration re-
quirements to reduce fraud and 
help ensure that charitable solici-
tations are legitimate. The price of 
such protection includes a burden 
on charities to follow a variety of 
registration requirements. 

rules Vary by State.
Most states require a charity to 

register before raising funds. De-
pending on your state, you need 

to register with either your attor-
ney general or secretary of state. If 
you actively solicit funds in other 
states, you need to register there, 
too.

Despite some standardization, 
each jurisdiction retains its own 
unique filing requirements. For ex-
ample, although 35 states accept 
the Uniform Registration State-
ment (an attempt at nationwide 
standardization), many of the same 
states also require nonprofits to file 
state-specific documents. More-

over, you must submit supporting 
materials, such as your Form 990 
and audited financial statements, 
depending on the amount of con-
tributions your organization re-
ceived in the prior fiscal year. 

Requirements in some states 
are quite detailed. You may need 
to supply bank account numbers, 
employment histories for the peo-
ple in charge of donated funds, and 
examples of your brochures and 
other materials. In some jurisdic-
tions, you must also qualify to do 
business in the state before seek-
ing permission to solicit. This may 
require designating a registered 
agent in that state.

What if You Hire a fundraiser?
If you use a professional fund-

raiser, even greater reporting re-
quirements apply. You may need 
to supply identifying information 

regarding the fundraiser, amounts 
paid for such services, and copies 
of any contracts between the par-
ties. In many states, the profes-
sional fundraiser must also register 
under provisions specific to profes-
sional fundraisers. In some states, 
an organization that merely ad-
vises you about solicitation strat-
egies may be required to register 
as “fundraising counsel” even if it 
conducts no actual solicitation.

An organization that 
merely advises you about 
solicitation strategies may 
be required to register as 

“fundraising counsel.”

Each state has its 
own unique filing 

requirements.

Failure to register 
could have serious 

consequences.
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What if You Collect Donations 
online?

If you use the Internet to solicit 
funds only within the state in which 
your place of business exists, then 
you need only register in that state. 
But if you raise funds online from 
other states, you must register in 
each of those states if any of the 
following conditions exist:

• You receive contributions from 
that state on a repeated and sub-
stantial basis through your Web 
site.

• You target donors specifically 
in that state.

• You seek contributions through 
a site that invites offline contribu-

tions or otherwise establishes con-
tacts in that state.

Consequently, you’re well-ad-
vised to review your Internet so-
licitations, whether interactive 
(people can donate online) or pas-
sive (you ask people to call your 
organization to make a donation) 
to ensure that you’re complying 
with requirements in all states in 
which you raise funds.

How Do You Keep Your 
registration Up-to-Date?

Once you’ve completed your 
initial registration, you must file 
annual renewals. Such filings are 
subject to the same variation by 
state as initial registrations. If your 
organization’s fiscal year differs 
from the calendar year, additional 
complications can arise for annual 
renewals.

penalties for Non-Compliance 
Can Be Harsh.

Failure to register before solicit-
ing can result in administrative ac-
tions, civil fines, and even criminal 
charges against your organization 

and its leaders. States have great 
discretion about whether to invoke 
sanctions against charities. If your 
failure to register is clearly just an 
oversight, your promise to com-
ply in the future may be all that’s 
required. But a knowing failure to 
register could have serious conse-
quences, particularly if regulators 
seek to make an example of you as 
a warning to others.

An even graver risk is damage 
to your reputation. The negative 
publicity resulting from failure to 
follow the law can sully your image 
and decimate donations. There-
fore, despite the cost of register-
ing, you’re well-advised to comply, 
not only to avoid civil and criminal 
sanctions but to preserve your key 
asset—your good name. 

Eric M. Peterson, an associate in Dors-
ey’s Health Group (peterson.eric@
dorsey.com, 612-492-6968) practices 
general health law, focusing primar-
ily on transactional and regulatory 
issues.

You’re well-advised 
to comply, not only to 

avoid civil and criminal 
sanctions but to preserve 

your key asset—your 
good name.
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