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Governance Menu for Today:
Managing Conflict of Interest

¢ 5| Deep Dive into the Code of
¥ @8 Governance

It’s Story Time! Learning
Lessons from Past Failures

ol m& Recap with Quiz: Who Wants To
Be A Governance Guru?

Today’s Special: 3 Real Life Cases In Our Neighbourhood ...

A Hospital, A Temple and A Foundation!
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Key Governance Areas
for Discussion

Understanding
Conflict of Interest

How to Deal with a
Conflict of Interest?
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Conflict of Interest

A situation where a Board member, staff, or other
person with an existing or potential financial or
other material interest that might impair his or her

independence or objectivity in the discharge.

)

CONFLICT OF INTEREST o ff
GENERAL PRINCIPLE
Board members and staff should act in the best interests of the charity. Clear policies
and procedures should be set and measures be taken to declare, prevent and address
conflict of interest.
1
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Guidance in the Code of Governance

2.2
23

Conflict of Interest

The charity should set in place documented procedures for Board members and staff to
declare actual or potential conflicts of interest to the Board at the earliest opportunity.

A Board member or staff should not be involved in setting his or her own remuneration.
There should be special procedures to deal with the conflict of interest when Board
members have:

¢ Any interest in business transactions or contracts that the charity may enter into; or

* Any interest in other organisations that the charity has dealings with or is considering
entering into joint ventures with; or

* Any interest as the charity’s suppliers, service users, beneficiaries or staff.

Where a conflict of interest arises at a Board meeting, the Board member concerned
should not vote on the matter nor participate in discussions.

He or she should recuse himself or herself from the meeting. The reason for how a final
decision is made on the transaction or contract should be recorded in the minutes of
the meeting.

Any appointment of staff who is a close member of the family of the current Board
members or staff should undergo the established human resource procedures for
recruitment, performance evaluation and remuneration.

Board members or staff should make a declaration of such relationships and not influence
decisions made during these procedures.
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It’s Talk Time]

i Two Questions
~ One Minute Each




It’s Pop Quiz Time!

The Guidelines in the Code on Conflict of Interest are applicable to:

A.
B.
C.

) D.

Basic and Intermediate Tiers only.
Enhanced and Advanced Tiers only.
IPCs only.

All the Abovementioned Tiers.




. It’s Pop Quiz Time!

Which of the following statements are specifically included in the
Governance Evaluation Checklist?

A. There are documented procedures for Board members
and staff to declare actual or potential conflicts of
interest to the Board at the earliest opportunity.

g B. Board members do not vote or participate in decision-
making on matters where they have a conflict of interest.

C. Board members and staff are not involved in setting their
own remuneration.

D. Board members have no interest as the charity’s
suppliers, service users and beneficiaries.
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Governance Evaluation Checklist

Conflict of Interest

¢ /50/u tion
W

i

There are documented procedures for Board members and staff'to 2.1 [ ] Complied
declare actual or potential conflicts of interest to the Board at the | Not Complied
earliest opportunity.

Board members do not vote or participate in decision-makingon 2.4 [ | Complied
matters where they have a conflict of interest. .| Not Complied

* Removal of the “Not Applicable” option
* The Code still operates on the principle of ‘Comply’ or

‘Explain’

\
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Different Types of Conflict of Interest

HW& h/’/&/ Members* buying || Members* having

Members* hifing or selll_ng goods per_sonc:!
a Fend/ relafive or services fromf r’eldT!DﬂShI‘D
e e to a family where there is an
Sk business for immediate
or vendor : :
which others reporting
might compete relationship

N A N A

Members*
volunteering
and/ or having
memberships in
other charities

B

hx

Members*
receiving goods
or services as
beneficiaries.

A

~,

A

* A member refers to a board member, management member, staff

\ member or volunteer member.

Source : Social Service Institute
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Actual vs Potential vs Perceived

(D ACTUA YOU ARE BEING INFLUENCED

BY A CONFLICTING INTEREST
For example - Your charity is considering whether to give a grant to a kindergarten that your child
attends and you cannot make the decision impartially.

@ POTE NTIA YOU COULD BE INFLUENCED

BY A CONFLICTING INTEREST
For example - You've taken up employment with another charity and you may, at some point,
apply for a grant as an employee of one charity and a board member of another

@ PERCE|VED YOU COULD APPEAR TO BE INFLUENCED
BY A CONFLICTING INTEREST
For example - You are reviewing quotes for a service ond one of the potential providers is the

employer of your sibling. While you believe you can make an impartial decision in the best
interests of the charity, it could be perceived as being made in your own interest

<




Dealing Effectively with
3 Types of Conflict of

Interest

Undeclared Conflict of Interest can put Charity at Risk

An Animated Cartoon Specially Brought to You
by Prof Sarjit Singh’s Studio Productions

3 mins




g On Site Help Guides h
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CHARITY
CEVLINCIL ?jf

Conflict of Interest Policy
& Operating Procedures

CONFLICT By Social Service Institute (SSI)

OF INTEREST
POLICY Available on:
and www.charitycouncil.org.sq
OPERATING » Resources For You > Guides and

PROCEDURES Templates

www.charities.qov.sq
» Resources > Publications > Sample
Templates for Charities and IPCs




Sample COl Declaration Form

Conflict of Interest Policy &
Declaration Form

Conilict of Interest Disclosurne Statement

“With regard i0 my voluntary service s onthe
Commitiee of ABC [,‘hariw , I have the following potential conflict of interest to report:

OR
"With regard to my employment as ___ S T et g |

ABC Charity .| have | have the following patenfial conflict of interest to report:
* Delete whichever 5 appropriale

Q Affiliated o another VWO

Q Athiiated to a vendor, supplier, or a parny providing or bidding for prowiding services, having a direct or
indirect intarest in any business transaction{s). agreement or ivestmentwith ABC Charity

0 Affdialed to business dealings/ transactions with a vendor, suppler or a party, which could result in benefit
1o me

0O Affifiated to a party which have interest in purchasing senices from Crocodile Foundation.
O Affiliated to a staffof  ABC Charity

O Affiliated to personis) involed in of have an interest in any pending legal procesdings involing ABC
Charity

0 Chhers:

Node: Afffiated refers fo the folfowing: Spouse, domesic partner, chifd mother, father, brother or sister or
close assooates; any corporaian, busingss or non-profit organisation of wiich you senve as siaff, oficer.
board member, pariner or pariicipale i managemant or are employed by: or any rusi or ofher estate in
which you have a substaniial inferest or a5 lo wivch you serve as a rustee or in a similar capaaity.)

)
Y
CHARITY

OO L r'

Plaase edaborate on he polental conficd arising from he above situation wilh regards 0 the Tansacion
concamed (e g, natum of senace’ transacion, i aftilated parson mvoived, the idanty of the affaled penson
and your felasonship with Mal person).

Declaraion

| hersby confirm that the disciosuns mada above am complets and comed) o the Dest of my imlomasan and
babal, | =hall nal ba parbopahng m fw dscussion and decsion malang of this maSer. | agres Bad if |
Decome aware of any nformation Tl might indicale thal this Esciosore i inamcurale of |at | have not
comped with the confict of inhenest polcy, 1 will nody the approprate authonty mmediaiely

Signature

Mame & Dissignation




7 >

Managing Conflict of Interest -

Declaration of Interests

« The declaration of interests should be
updated at least annually, or when any
changes occur

« In situations where members are unsure
what to declare or whether/ when the
declaration needs to be updated, they
are strongly encouraged to make a

declaration or seek advice from the
Board

Source : Social Service Institute, “Conflict of interest Policy and Operating Procedures”
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A Sample
Illustration:
Enterprise Risk
Management

Based on our audit
experience with risk
assessments

completed for Charities.

Sampie Fisk Assessment for Conflict of Interest Risk

The sample risk regeter provides a guidsiine of haw a risk register on this risk may be completed.

m Confict of interast | Category Complance Typicaly Head of
Compliance or
Finance function

Risk Descoription

Liss lawoorable ransactions anbercd imno by managermrsnt with ralaied vandors (o.g. melaad pary rarsacions ot at am's kngthl.

‘Fisk Couses § Deivers Risk Consequences
» Insufficient or Morecompliance to palicies and = Financial loss § Sub-opdmal use of resowces

procedures |e.g. proou wendor nt
i - el » Hegative medis publicity 2nd loss of stakshoidar
i confidence shauld franssctians ba in beeach of reguiations
» Lack af communications or training an relesan: S0Ps fe.g. fraud and coruptian}

= Operational disruptions due 10 vestigations

Risk Assessment - Hating

Typicalky. low 1o medium likelihood and medium impact /.
risk. v
Typicaly, Charities have contrals in place to manage this i fe.
risk including S0Ps, confiict of intarest declaratians eic. =
However, enforcerment and effectiveness of contnals ﬂ

may be a challenge in this arsa. Should the risk happen, 3 g
mpact may include adverse meda publicity and i

wastage | loss of resources. ;| —

L Risk typécally
= rated in this
zang

Mag nitude al Impacs
Existing Controls / Mitigating Measures

F1.C1| Pracurement ard ‘endar Management palicies ard Finance

procedures in place including:

= Three quoies for procurements above a pre-
defined value threshold

= Appraval matnix in place for procuresment and ey
transactions

= Due diligence process to be conducted an
potential and approved vendors

= Reporting of patentizl related party transactions
wiithi follow up actions

Discplinary actions far norecompliznce to polces

and procedures.

R1LC2| Al parties rwolved in evaluation of quozations and Finance
tenders ta sign Canflict of Imerest dedarations on
a transaction basis.

Areas for Improvement
Red Description Responsiblity Timeline
Armas for Improvemant ana typicaly idenhified as
nacessary fo furtfer strangtten controls.
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3 Mini Case Examples
A Hospital. A Temple. A Foundation.




A Hospital

* Investigated by Ministry Of Health in 2007 for
financial discrepancies

* Lost IPC status in same month

* Interest free loans granted to companies not
well explained

* Role of the Chairman and the Board
recommended to be split

Outcome

* CEO charged for fraud, misappropriation of
funds, giving false information to
Commissioner of Charities and falsifying
documents

* Personal Asst — guilty of conspiring to falsify a
payment voucher and providing
misinformation

» $50,000 granted to PA for personal use
* Loan of $253,000 for share purchase




A Temple

The Commissioner of Charities Findings

Conflicts of interest — Substantial transactions in excess of
$750,000 with two vendors, owned by Trustee/Secretary’s relative.
Reimbursement for purchase of SIM cards from
Trustee/Secretary’s business amounting to $2,824 without
documentary record.

Loans and disbursements of proceeds unaccounted for — Trustee/
Secretary obtained loans of $350,000 without the approval from
the management committee and without written loan agreements.
Loans subsequently repaid using the temple’s funds.

Duplicated payments for invoices issued by vendors between 2011
to 2014 signed jointly by key office bearers.

Prevalent use of uncrossed cheques — at least 823 uncrossed
cheques more than $1.5 million. 45 ($227,000) were not issued to
the names of the intended recipients.




A Temple

The Commissioner of Charities Findings

Ex-gratia payments and benefits for Board members and
employees — Eg. Private chauffeur services amounting to $48,000
provided to Current Chairman and Former Chairman of the Temple.

Unauthorised offsetting of staff loans — No financial controls in place
to monitor staff loans. Unauthorised journal entries to remove staff
loans totalling $10,000.

Questionable transactions with intermediaries — Temple engaged
the services of individuals as “intermediaries” to purchase supplies
and precious metals from overseas suppliers. Temple disbursed
$314,250 to the intermediaries who were not required to obtain
competitive quotes and there were no contractual safeguards to
protect the temple from the intermediaries acting improperly.

Lack of financial governance and controls - No documented policies
and procedures to the Management Committee and employees.
Internal controls were near non-existent in practice.

/
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A Temple

The Commissioner of Charities Findings

= |nadequate finance functions — Only the outsourced accountant
engaged by the Temple was professionally trained in accounting,
but she was not involved in the day to day operations of the Temple.

= Understatement in audited financial statements — The Land and
Building Account was understated by more than $6 million due to an
erroneous accounting adjustment.

= Key office bearers did not fulfil the duties expected of them as
outlined in the Charity’s Constitution.

COC: "These disquieting findings may very well have been
prevented if the Management Committee, particularly the
office bearers, exercised adequate care and prudence in
their governance and financial management of the charity.”
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The Curious
Case of A
Foundation...

¢
Under the
Golden Tap







FINALE

Top 3 Lessons
We Learn




What do you see?




Can you see more clearly now?




atch-out
Excessive
Controls

/W
for




7

... Misplaced Control
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Risk + Control = Opportunity?




Q&A

Clarifications of Fuzzy Points
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Who Wants to be a Governance Guru

Let the Game Begin ... j




It's Quiz Time!
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