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Executive Summary

Non-Profit Companies (“NPCs”) play a vital role in South Africa’s educational, charitable,
religious, social development, healthcare, sporting, and community sectors. As custodians of
public trust, donor funding, and stakeholder interests, NPCs are expected to maintain high
standards of governance, accountability, ethical leadership, and financial stewardship.

Good governance is essential to ensuring that NPCs:

e achieve their public benefit objectives;

e safeguard organisational assets;

e comply with legal and regulatory obligations;
e maintain donor and stakeholder confidence;
e operate sustainably.

However, many NPCs face governance challenges arising from:

e limited resources;

e volunteer-based governing structures;
e insufficient governance expertise;

e weak internal controls;

e unclear accountability structures.

The consequences of poor governance may include:

e fraud and financial irregularities;
e donordisputes;

e reputational damage;

e regulatory non-compliance;

o ineffective decision-making;

e financial instability.

Strong governance helps NPCs establish:

e ethical leadership;

e clear accountability;

e sound financial oversight;
o effective risk management;
e operational sustainability.

This guide outlines practical governance principles and best practices applicable to NPCs
operating in South Africa, including:

e board responsibilities;

e governance structures;

e internal controls;

e risk management;

e financial oversight;

e compliance obligations;

e stakeholder accountability.
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The guidance is informed by:

e the Companies Act No. 71 of 2008;

e the King IV Report on Corporate Governance for South Africa;
e the COSO Internal Control — Integrated Framework;

e other relevant South African governance principles.

SSA Chartered Accountants and Business Advisors Incorporated (“SSA”) provides governance,
audit, risk management, and advisory services tailored to NPCs and educational institutions
throughout South Africa
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The Issue / Problem

Many NPCs are established with strong social or educational missions but without sufficiently

developed governance frameworks.
Common governance challenges experienced by NPCs include:

e unclear board roles and responsibilities;

e over-reliance on founders or management;
e weak financial oversight;

e inadequate segregation of duties;

e poor record keeping;

e ineffective risk management;

e lack of formal policies and procedures;

e insufficient compliance monitoring.

In many instances:

e directors are volunteers;
e finance functions are under-resourced;
e governance practices evolve informally over time.

As NPCs grow in size and complexity, governance weaknesses often become more
significant.

Poor governance can expose NPCs to:

e fraud and misconduct;

e conflicts of interest;

e procurement irregularities;

e inaccurate financial reporting;
e regulatory penalties;

e donor dissatisfaction;

e reputational damage.

Educational NPCs and schools face additional governance pressures relating to:

e safeguarding obligations;

e tuition fee management;

e payroll and tax compliance;
e donor accountability;

e |earner welfare;

e infrastructure oversight.

Increasingly, stakeholders expect NPCs to demonstrate governance standards comparable to

those of commercial organisations.
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Regulatory Context

NPCs in South Africa operate within a comprehensive legal and governance framework that
includes:

Companies Act No. 71 of 2008;

Nonprofit Organisations Act No. 71 of 1997;
Income Tax Act No. 58 of 1962;

Tax Administration Act No. 28 of 2011;
labour legislation;

POPIA;

donor funding agreements.

The King IV Report on Corporate Governance for South Africa provides governance best
practice guidance focused on:

ethical leadership;
accountability;
effective control;
legitimacy;

good performance.

The COSO Internal Control — Integrated Framework provides internationally recognised
guidance on internal control systems and risk management.

NPC directors have fiduciary responsibilities to:

act in good faith;

exercise reasonable care and skill;

protect organisational assets;

ensure compliance with laws and regulations.

Increasingly, donors, regulators, auditors, and funding institutions expect NPCs to
demonstrate:

sound governance structures;
effective internal controls;
formal risk management processes.
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Rules / Impact

1. Ethical Leadership and Accountability
Good governance begins with ethical and accountable leadership.

Key Expectations
Boards and directors should:

e actin the best interests of the NPC;

e promote integrity and ethical conduct;

e demonstrate accountability and transparency;
e avoid conflicts of interest.

Impact

Weak ethical leadership may result in:

e misconduct;

e fraud;

e reputational damage;

e |oss of stakeholder trust.

2. Clearly Defined Governance Structures

NPCs should establish formal governance structures that distinguish:
e governance oversight; and

e operational management.

Key Governance Structures

e governing board;

e finance committee;

e audit committee (where appropriate);
e risk committee;

e executive management.

Impact
Unclear governance structures may:

e create confusion;
e weaken accountability;
e impair decision-making.
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3. Financial Governance and Oversight
Boards are responsible for overseeing:

e budgeting;

e financial reporting;

e cash flow management;
e financial sustainability.

Key Expectations

NPCs should:

e maintain accurate accounting records;

e review financial performance regularly;
e monitor expenditure and donor funding;
e oversee audits and assurance activities.

Impact
Weak financial governance may lead to:

e financial losses;

e inaccurate reporting;
e donordisputes;

e audit findings.

4. Internal Controls
NPCs require effective internal controls to:

e safeguard assets;

e reduce fraud risk;

e ensure reliable financial reporting;
e support compliance.

Key Control Areas

e cash and banking controls;
e procurement controls;

e payroll governance;

e |T controls;

e authorisation controls.

Impact

Weak controls increase exposure to:

o theft;

e payroll fraud;

e procurement irregularities;
e operational inefficiencies.
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5. Risk Management
Boards should oversee enterprise risk management processes.

Common NPC Risks

e fraud and corruption;

e cybersecurity threats;

e donor dependency;

e financial sustainability;

e regulatory non-compliance;
e reputational risk.

Impact
Poor risk management may:

e impair sustainability;
e increase operational disruption;
e expose the NPC to legal and financial consequences.

6. Compliance Governance
NPCs must comply with:

e statutory obligations;

e tax requirements;

e donor conditions;

e labour laws;

e governance obligations.

Impact

Non-compliance may result in:

e penalties;

e withdrawal of tax exemptions;
e funding disputes;

e reputational damage.

7. Conflict of Interest Management
Directors and employees should disclose:

e personal interests;
e related-party relationships;
e conflicts in transactions.

Impact
Failure to manage conflicts may:

e compromise governance integrity;
e damage stakeholder confidence;
e increase fraud risk.
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8. Stakeholder Communication and Transparency
NPCs should maintain transparent communication with:

e donors;

e beneficiaries;

e regulators;

e employees;

e governing bodies.

Impact
Poor communication may:

e reduce donor confidence;
increase disputes;
damage organisational credibility.

9. Succession Planning and Skills Development
Boards should ensure:

e |eadership continuity;
e governance capability;
e appropriate financial literacy.

Impact
Lack of succession planning may:

e weaken organisational stability;
e impair governance effectiveness.
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Practical Recommendations

Governance Frameworks
NPCs should:

e adopt governance charters;
e formalise committee structures;
e define board responsibilities clearly.

Board Development
NPCs should:

e conduct governance training;
e assess board effectiveness;
e strengthen financial literacy.

Financial Management
NPCs should:

e prepare budgets annually;

e monitor financial performance monthly;
e conduct regular reconciliations;

e strengthen procurement governance.

Internal Controls
NPCs should:

e improve segregation of duties;

e strengthen approval processes;

e review payroll controls regularly;

e implement fraud prevention measures.

Risk Management
NPCs should:

e maintain risk registers;
e conduct annual risk assessments;
e monitor emerging risks proactively.

Policy Development
NPCs should implement:

e finance policies;

e procurement policies;

e conflict-of-interest policies;
e whistleblowing policies;

e cybersecurity policies.
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Compliance Monitoring
NPCs should:

e maintain compliance checklists;
e monitor statutory deadlines;
e review governance obligations regularly.

Assurance and Monitoring
NPCs should:

e conduct internal control reviews;
e strengthen audit oversight;
¢ track implementation of audit recommendations.

How SSA Can Assist

SSA Chartered Accountants and Business Advisors Incorporated provides specialised
governance, audit, risk management, and advisory services tailored to NPCs and educational
institutions.

Governance Advisory Services
SSA can assist with:

e governance framework development;
e board governance reviews;

e committee charters;

e King IV implementation;

e governance maturity assessments.

Internal Control and Risk Management
SSA provides:

e internal control assessments;

e (COSO-aligned frameworks;

e enterprise risk assessments;

e compliance monitoring systems.

Audit and Assurance Services
SSA offers:

e external audits;

e internal audits;

e agreed-upon procedures engagements;
e donor assurance reviews;

e control effectiveness assessments.
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Financial Governance Support
SSA can assist with:

e budgeting frameworks;

e financial reporting oversight;

e procurement governance reviews;
e financial sustainability assessments.

Compliance and Regulatory Advisory
SSA assists NPCs with:

e Companies Act compliance;
e tax exemption matters;

e SARS compliance;

e payroll governance;

e donor funding compliance.

Policy and Framework Development
SSA can develop:

e governance policies;

e finance manuals;

e risk management frameworks;
e internal control procedures.

Training and Capacity Building
SSA provides:

e board governance workshops;

e finance committee training;

e internal control awareness sessions;
e fiduciary responsibility training.
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Conclusion

Effective governance is fundamental to the sustainability, accountability, and credibility of
NPCs.

NPCs that implement strong governance practices are better positioned to:

e achieve their public benefit objectives;
e maintain donor confidence;

e strengthen accountability;

e manage risks proactively;

e protect organisational reputation.

The King IV Report on Corporate Governance for South Africa and COSO Internal Control —
Integrated Framework provide valuable guidance for developing practical and effective
governance frameworks within NPCs.

SSA Chartered Accountants and Business Advisors Incorporated remains committed to
assisting NPCs with practical, governance-focused, and value-driven solutions that support
long-term sustainability and effective stewardship.
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