PRESS RELEASE

IMC ON THE REGULATION OF CHARITIES AND IPCS
PRESENTS ITS REPORT TO THE GOVERNMENT

1. The Inter-Ministry Committee (IMC) on the Reguiation of Charities
and Institutions of a Public Character (IPCs) has submitted its report on
strengthening the regulatory framework of charities and IPCs to the
Government (see enclosed Annex D) on 2 March 2006.

The IMC on the Regulation of Charities and IPCs

2. The IMC, chaired by Mr Niam Chiang Meng, Permanent Secretary of
the Ministry of Community Development, Youth and Sports (MCYS), was
set up in October 2005 to (a) develop a regulatory framework to regulate
charities and IPCs, with a view towards helping the sector to grow; (b)
rationalise existing regulations and the roles and powers of the various
regulatory agencies involved in overseeing charities and IPCs; and (c)
streamline processes to facilitate the registration, reporting and fundraising
requirements of charities and IPCs.

IMC’s Final Recommendations

3. The IMC’s recommendations are grouped into three categories,
namely (a) regulatory framework, (b) governance, financial and fundraising
regulations, and (c) facilitating the work of charities and IPCs.

4. To strengthen the regulatory oversight of the charity sector, the IMC
recommends key changes to the office of the Commissioner of Charities
(COC) and the Central Fund Administrators (CFAs), including vesting
additional regulatory powers in them. The IMC also recommends
establishing a Charity Council led by the people sector to advise the COC
on key regulatory issues, and additional regulations and requirements on
disclosures for charities and IPCs. The details of the IMC’s final
recommendations can be found in Annex A.

5. The IMC proposes that the additional regulations recommended be
implemented from 1 July 2006, together with the earlier recommendations
of the Council on Governance of IPCs that were accepted by the
Government. The complete set of regulations that would take effect from 1
July 2006, if the Government accepts them, can be found at Annex B.



Public Consuitation and Feedback

6. In finalising its report, the IMC considered the feedback it
received during a public consultation exercise from 27 January to 17
February 2006. The IMC received feedback through: (i) a focus group
discussion involving representatives from charities/IPCs prior to releasing its
preliminary report, (ii) a briefing session involving 550 representatives from
430 charities and IPCs, and {iii} 55 responses through the Government's e-
consultation portal, emails, letters, and telephone calls. The respondents
were generally supportive of the IMC’s recommendations.

7. The IMC has decided to drop its preliminary recommendation
requiring non-commercial third party fundraisers’ to submit a statement of
its expenses to the charity or IPC it raises funds for. This is because
charities were concerned that such a requirement might discourage well-
meaning organisations from embarking on fundraising initiatives.

8. During the consultation, there were mixed views about whether a
charity rating system cught to be introduced in Singapore. Some felt that
charities might focus their resources on being rated well, rather than on
serving their beneficiaries. Others feel that a rating system would promote
greater transparency and help the public with their donation decisions. On
balance, the IMC feels that in the spirit of greater transparency and self-
regulation by the charity sector, some people sector agency may want to
consider setting up a rating system when charities have had enough time to
get used to the new regulatory requirements.

The Government’s Response

9. Dr Vivian Balakrishnan, in summing up the completion of the IMC’s
task said, “I thank the IMC for its report. The charity sector is at an
important inflection point in its development. | support the the IMC’s report,
which aims to restore and enhance public confidence in the charity sector,
whilst emphasising self-regulation and promoting good governance. The
Government will respond to the IMC’s recommendations during the
upcoming Committee of Supply debate.”

Inter-Ministry Committee (IMC) on the Regulation of Charities and IPCs
3 March 2006

List of Annexes:
Annex A - List of IMC’s Recommendations

' These would include corporations which raise funds for their adopted charity as part of their
corporate community involvement programme.
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Annex A

LIST OF IMC’S RECOMMENDATIONS

No.

Recommendation

)

Regulatory Framework

Commissioner of Charities

1.

Transfer the office of the Commissioner of Charities (COC), currently
under the purview of the Ministry of Finance, to come under the purview
of the Ministry of Community Development, Youth and Sports. The COC
will be appointed by the Minister for Community Development, Youth and
Sports. The COC will focus on the regulation of charities and Institutions
of a Public Character (IPCs) and promote good governance standards
and best practices. The COC will also conduct audits and investigations
into charities and IPCs where necessary.

Consolidate the regulatory powers for both charities and IPCs under the
COC, in the Charities Act, so that the COC can oversee both charities
and |PCs effectively. The revised Charities Act will come under the
purview of MCYS. (Refer to Annex B in the IMC’s report on the
regulations of IPCs that will need to be consolidated under the Charities
Act.)

Grant the COC additional powers to act for the protection of charities and
IPCs. These include the following:

i) While the charity or IPC is being investigated, the COC may
suspend all forms of public fund-raising, including fund-raising
conducted by third party fund-raisers (organisations which are
raising funds for or on behalf of the charities or IPCs);

ii}  After completion of the inquiry and there is a necessity to act in
protection of a charity or IPC, the COC may continue to
suspend or prohibit any public fund-raising by the charity or IPC,
including fund-raising conducted by third party fund-raisers;

i) In acting for the protection of a charity or IPC, COC’s
suspension or removal of a trustee shall also disqualify the
person from standing for election at the next AGM or for a
period of one year, whichever is later; and

iv) COC may give specific directions on the management of the
property of the charity or IPC upon its dissolution.

Sector Administrators

4.

Rationalise the current 11 Central Fund Administrators into six Sector
Administrators who will assist the COC in overseeing both charities and
IPCs in their sectors. (Refer to Annex C in the IMC’s report on the
regulations relating to Central Fund Administrators that will need to be
transferred to the Charities Act.) These six Sector Administrators cover




No.

Recommendation

the social services, education, arts and heritage, community and youth,
health, and sports sectors. Charities and IPCs that do not fall neatly under
any of these six Sector Administrators should continue to be regulated
directly by the COC.

The Sector Administrators will be delegated certain powers from the COC
to perform their roles more effectively:

a. Receive annual reports and statement of accounts from
the charities and IPCs under their purview;

b. Ensure proper annual financial audits of charities and
IPCs under their purview;

C. Call for documents and search records of charities and
IPCs; and

d. Appoint auditors to investigate into charities and IPCs
under their purview.

The COC will work with the six Sector Administrators to co-ordinate the
regulatory stance for consistency across sectors.

The COC and the six Sector Administrators will serve as the points of
contact for the public to raise concerns over any specific charities, and
conduct preliminary checks, if necessary.

Charity Council.

6.

Set up a Chanty Councﬂ compnsmg representatlves from the people
sector to promote self-regulation and good governance standards in the
charitable sector and advising the COC on key regulatory issues. The
Council is to be chaired by a prominent people sector person and six
other members to be appointed by the Minister. It will also include six
representatives from the Sector Administrators, a representative of the
COC, and a representative from the National Volunteer & Philanthropy
Centre (NVPC).

Charity Unit

7.

The COC is to be supported by an adequately resourced Chanty Unit,
which will monitor charities and IPCs, co-ordinate the various Sector
Administrators’ regulatory stance for consistency, carry out audits and
investigations, promote governance standards and best practices, and
help develop the charities and IPCs’ capabilities in governance.

The COC is to regulate the charitable sector in a more systematic and
structured manner, focusing on large charities and IPCs (with total annual
income of $10 million or more). The Charity Unit is to assist the COC to
actively review the accounts of these large charities and IPCs as a first
step. It should also introduce random audits of large charities and IPCs
and make more field visits to better understand the charitable sector.




No.

Recommendation

(I1) Governance, Financial and Fundraising Regulations

9.

Strengthen the regulatory oversight over IPCs and large charities (with
total annual income of $10 million or more) by introducing additional
regulations that require greater disclosure and compliance. (Refer to
Annex E in the IMC's report for details of the additional regulations.)

10.

Bring forward the Council on Governance of IPCs’ recommendations for
IPCs, which were originally to be implemented on 1 January 2007, to take
effect from 1 July 2006. The additional requirements for IPCs and large
charities (refer to recommendation 9) will also be implemented from 1 July
2006.

(Refer to Annex D in the IMC’s report for the list of Council on
Governance of IPCs’ recommendations for IPCs which were accepted by
the Government)

11.

The COC should extend certain basic regulations on public fund-raising
(that currently apply only to IPCs) to charities. (Refer to Annex F in the
IMC's report for details of the additional regulations.)

(1) Facilitating Charities and IPCs

12.

Build one-stop charity portal to help charities and |PCs fulfil their
registration, reporting and fund-raising requirements easily and quickly.
The portal will include the following functions:

i) One-Stop Charity Resource Centre. The charity portal will
provide a one-stop resource centre for charities and IPCs
and those interested in setting up charities and IPCs.
Through the portal, they can understand and seek advice
on complying with the different regulatory requirements, as
well as iearn about best practices which can help them run
their charities and IPCs better.

i} One-Stop Charity Registration. Through the portal, charities
and |PCs will be able to incorporate a company limited by
guarantee with ACRA, register as societies with ROS,
register as charities with COC and apply for [PC status,
without the need to provide the same information to different
regulatory authorities. Where feasible, processing of
registration by the different authorities should be done
concurrently. This will make the registration process simple
and quick.

iii) One-Stop Charity Reporting. Charities and IPCs will be able
to upload documents such as annual reports and financiai
statements, and submit requests to, say, change their
name, through the portal. The portal will automatically route
the documents and requests to the relevant authorities




No. | Recommendation

without the charities and IPCs having to do so separately.
This will save time and effort for charities and IPCs.

iv) Fund-raising Permits. The portal will provide a listing of the
permits commonly required for various types of fund-raising
events. It will work towards leveraging on the Online
Business Licensing System® to allow application of the
permits online. This will help simplify the process of
obtaining the relevant permits for fund-raising events.

(V) Other Issues

13. | In the spirit of self-regulation, the IMC recommends the charitable sector
moves toward a system of self-assessment and rating, so as to facilitate a
culture of greater disclosure and transparency, and of informed giving.
Such a rating initiative can be carried out by non-governmental
organisations, as is the case in the USA.

* The Online Business Licensing Service is a one-stop portal to search for licensing information as well as to
apply for licences. It allows application for multiple licences in an integrated application.




Annex B

REGULATIONS RECOMMENDED TO BE IMPLEMENTED FROM 1 JULY 2006

{ltems in bold italics are added following the IMC’s recommendations; the ifems
in plain text were recommended by the Council on Governance of IPCs and were
accepted by the Government on 20 May 2005]

IPCs - Mandatory

1. IPCs shall ensure that information provided to donors, potential donors and
the general public does not contain any misrepresentation or material omission
that will lead to a conclusion of misrepresentation.

2. IPCs shall disclose the following information during their solicitations to
donors: (a) name of organisation; (b) intended use of funds and (¢} the use of
commercial third-party fund-raisers.

3. IPCs shall disclose the total funds raised, fund-raising expenses incurred
and pfanned use of funds raised, for each fund-raising event that raises $1 million
or more. The disclosure should be done online at the end of each financial year. It
need not be audited.

4. IPCs shail maintain separate financial accounts for fund-raising exercises
that raise $1 million or more. These separate accounts do not need to be audited.

5. IPCs shall ensure adequate control measures for ail collection instruments,
e.g. serialise collection tins or pledge cards.

6. IPCs shall ensure that funds and donations are used in accordance with
donors' intentions and the specific purpose as communicated when soliciting for
donations.

7. IPCs shall respect donors’ confidentiality e.g. not to transfer donor lists or
records without the donors’ prior approval, respecting wishes to remain
anonymous and to be excluded from contact lists etc.

8. In the commercial third party fund-raisers’ arrangement®, all donations are
to be made directly to the IPC. Commissions to the fund-raisers shall be
separately paid.

9. All IPCs with total annual income equal to or greater than $10 million shall
comply with the Financial Reporting Standards (FRS)".

* A commercial third party fund-raiser is an entity that is engaged to raise funds on behalf of the charity or
IPC, and is paid for that purpose.

* As total income may vary from financial year to financial year, IPCs would only have to comply with the
FRS if their total income is equal to or greater than $10 million for two consecutive financial years, starting
from the third financial year onwards.



10. Al IPCs shall disclose their related party transactions® in their audited notes
to the accounts.

1. All IPCs shall declare their conflict of interest policy in their annual
report.

12. All IPCs shall ensure that the total expenses incurred on fund-raising
appeals in a financial year should not exceed 30% of total donations
collected through the appeals in that year.

13. All IPCs shall ensure their auditors certify whether they have met the
30/70 rule on fund-raising expenses as part of their annual audits.

14.  All IPCs will be exempted from the 30/70 rule for house-to-house and
street collections under the House-to-House and Street Collections Act and
lotteries under the Common Gaming Houses (Exemption) Notification, as
they will already be subjected to the 30/70 rule under the IPC regulations, on
an annual basis.

15. IPCs with total annual income of $10 million or more shall have at
least 10 members®.

16.  IPCs with total annual income of $10 million or more shall post their
annual report and audited financial statements online, in addition to the
online disclosure template that they are already required to post.

17.  The existing online disclosure template, which all IPCs are currently

required to use to disclose key information to the public annually, has been
amended fo make it clearer to the reader as well as include new disclosure items.

IPCs — Best Practices

18.  The Council has drawn up a voluntary “Guide to Best Practices for IPCs””
to help IPCs strengthen their governance, management and fund-raising
practices. IPCs are encouraged to implement relevant guidelines in their
management and operations where appropriate, and to disclose the extent of
compliance with the Guide.

19.  The Financial Reporting Standards (FRS) will be positioned as a best
practice for all other IPCs, i.e. those with total annual income less than $10
million). In addition, all IPCs are encouraged to follow the Statement of

* Related Party Transactions refer to transactions between the IPC and another person where either person
could have influence over the other. For example, if a board member of an IPC is related to a certain
supplier of services for the IPC, the value of the transactions should be disclosed. Please refer to the FRS for
the full definition of Related Party Transactions.

® This would standardise the minimum number of members required between charities registered as societies
with those set up a companies limited by guarantee, etc.

" Please refer to http://app.mof.gov.sg/news_press/pressdetails.asp?pressID=182 for a copy.




Recommended Accounting Practice (RAP) 6 for Charities issued by the Institute of
Certified Public Accountants of Singapore (ICPAS) as a best practice.

20.  As a best practice, IPCs shall disclose the number of trustees whose
annual remuneration falls within bands of $10,000, where the remuneration
is larger than $5,000, in their annual report. For example, how many trustees
receive annual remuneration between $5,000-$15,000, how many trustees
receive annual remuneration between $15,000-$25,000 etc.

21.  As a best practice, IPCs shall disclose the number of their top three
executives whose annual remuneration falls within $100,000, and
subsequent bands of $50,000. For example, how many of the top three
executives receive annual remuneration between $0-$100,000, how many of
the top three executives receive annual remuneration between $100,000-
$150,000, etc.

Mandatory Rules for Large Charities (i.e. those with annual income of $10m

or mon el

22.  Large charities shall be required to:

i) Have at least 10 members®,

ii) Seek COC'’s or respective Sector Administrators’ approval for
the appointment of external auditors.

iii) Change external auditor every five years®.

The COC will make explicit the auditing specifications that are expected of
public auditors in their annual audits of charities.

For CFAs (to be renamed as Sector Administrators), in relation to Requlation
of IPCs under their purview

23.  IPC status granted to new applicants should not exceed two years. This will
allow the Central Fund Administrators (CFAs, to be renamed as Sector
Administrators) to review the progress of the IPC after its start-up.

24.  IPC status should be renewed for a period between one to five years,
depending on how effective the IPC is in governance and management. |IPCs that
are found not to be well-governed or managed should have their IPC status
renewed for only one year. CFAs should set out requirements for such IPCs to
improve on, as a condition for subsequent renewal. IPCs that do not fulfil the
conditions may have their IPC status suspended or withdrawn at the end of one
year.

® This would standardise the minimum number of members required between charities registered as societies
with those set up a companies limited by guarantee, etc.
® Ttem (ii) and (iii) are currently requirements for IPCs, and would make the accounting requirements for

large charities consistent with that of IPCs.
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25. CFAs should publicly disclose the names of IPCs which have their IPC
status withdrawn as a result of poor governance and management.

26.  CFAs should encourage their IPCs to adopt the Guide to Best Practices for

IPCs, as they would be most familiar with the issues and concerns of their [PCs.
The specific tracking and/or recognition system can be left to individual CFAs.

11



Annex C

SINGAPORE

3 March 2008

Mr Niam Chlang Meng

Chairman
Inter-Ministry Commitiee on Regulation
of Charities and IPCs

Dear %ﬁ Mermy

REPORT OF THE INTER-MINISTRY COMMITTEE ON REGULATION OF CHARITIES

AND INSTITUTIONS OF A PUBLIC CHARACTER

Thank you for your letter of 2 March 2008 submitiing the Report of the inter
Ministry Committee on Regulation of Charities and IPCs.

2. The charity sector is at an imporiant inflection peint in its development. The
NKF episode that affected the charity sector In 2005 highlighted the need to strangthen
our regulatory framework to help restore and enhance public confidence in the charity
sector. Al the same tIme, we must not overregulate and inadvertently stifle the

volunteer spirit that is at the heart of the charity ssctor. Wae must strike the right balance.

3. The IMC’s recommendations have set a clear direction. They emphasise self-
regulation and the primacy of good governance. Cherities and IPCe, on thelr part, are
accountable to both their donors and beneficiaries for the quality of services delivered

and stewardship of their resources,

4. The Government agrees with the key thrusts of the IMC’s Report. The
Government will study the detailed recommendations and the suggested time frame for
implementation,

5. Finally, let me place on record the sincere thanks of the Government to you and
the members of the IMC for successfully completing this review so that the charity sector
can regroup and confinue its good work. The IMC has played a key role in this
significant milestone of gur charity sector's development.

f:/fﬂ.

DR VIVIAN BALAKRISHNAN

Ministry of Communlty Deveiospmant, Youth and Sports
§12 Thomzon Rond MOYS Buitdipg Singassre 298136

MMISTER FOR COMMUNITY DEVELOPMENT, YOUTH AND SPORTY
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2 March 2006

Minister for Community Development, Youth and Sporis

REPORT OF THE INTER-MINISTRY COMMITTEE ON REGULATION OF CHARITIES
AND INSTITUTIONS OF A PUBLIC CHARACTER

1. The inter-Ministry Committee on the Reguiation of Charities and 1PCs (IMC) was
set up in October 2005 {o develop a regulatory framework for charities and 1PCs,
rationalise existing regulations and streamline processes to facilitate the registration,
reporting and fund-raising requirements of charities and IPCs.

2. The IMC has completed its work, and now submits its final report.

3. Four key principles undergird the IMC’s approach and recommendations:

a. The regulatory approach should nurture a charily sector that remains
driven by the communily. Regulatory requirements should be kept to a
minimum, so as not to be onerous and stifle volunteerism.

b. The boards of charities are ultimately responsible for the charities and
should take ownership to improve their govemance.

c. The regulatory framework should encourage self-regulation within the
charity sector and informed giving by the donating public.

d. The reguiatory framework should not be “one-size-fits-all”.

4, The IMC’s recommendations cover three broad areas:

a. Reguiatory framework

i. Transfer the office of the Commissioner of Charities (CQOC),
currently under the purview of the Ministry of Finance, fo the
Ministry of Community Development, Youth and Sports.

ii. Rationalise the existing 11 Central Fund Administrators into six
“Sector Administrators” with delegated regulatory powers o help the
COC oversee both charities and IPCs in their respective sectors.

iii. Establish a Charity Council which will advise the COC on ils
regulatory work, as well as promote seif-regulation and good
governance standards.

Winistry o
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b. Governance, financial and fund-raising reguiations

i.

Strengthen the regulatory oversight over {PCs and large charities
(with total annual income of $10 million or more) by introducing
some additional basic requlations that require greater disclosure
and compliance. In addition, the IMC recommends bringing forward
the Council cn Governance of IPCs’ recommendations for IPCs, to
be implemented together with the additional requirements from 1
July 20086.

i. Extending cerfain basic regulations on public fund-raising (that

currently apply only to {PCs) to charities that carry out public fund-
raising.

c. Facilitating Charities and IPCs

i

H.

Develop a one-stop portal {o help the charities and IPCs fulfil their
various registration, reporting and fund-raising requirements easily
and efficiently.

Move towards a system of rating of charities, so as to facilitate a
culture of greater disclosure and fransparency, and of informed

giving.

5. The IMC recommends that specific regulations governing charities and 1PCs that
do not require legisiative amendments be implemented with effect from 1 July 2006.
Other recommendations should be implemented by end of 2006, taking into account the
legisiative amendments that will be required to effect those changes.

6. The IMC held a public consuitation exercise, and benefited from the
contributions from charities and IPCs, the donating public and prominent people from
the people sector. The IMC is grateful for their valuable feedback.

7. The IMC would also like to thank the Minister for entrusting it with the task of
coming up with recommendations to reform the charity sector, so as to faciiitate the
continued growth and vibrancy of the sector.

B

NIAM CHIANG MENG

Chairman

Inter-Ministry Committee on Regutation
of Charities and IPCs






