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Observations
1. Omissions/Errors in Disclosures:
a. Analysis of income
i.

Voluntary Income
• Non-tax deductible vs tax-deductible donations
• Cash sponsorships

ii. Activities for generating funds
iii. Investment income
iv. Income from charitable activities
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Observations
1. Omissions/Errors in Disclosures:
b. Analysis of expenditure
i.
ii.
iii.
iv.
v.

Cost of generating voluntary income
Investment management costs
Charitable activities
Governance costs
Other expenditure
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Observations
1. Omissions/Errors in Disclosures:
c. Accounting for separate funds
i.

Preferred columnar format of the Statement
of Financial Activities

d. Total cost or value of sponsored property,
goods & services it paid or received
e. Related party transactions
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Observations
1. Omissions/Errors in Disclosures:
f. Policy on management and avoidance of
conflict of interest
g. Code of Governance recommended disclosures
i. Reserves policy
ii. Exact remuneration and benefits received by each
Board member for their board services
iii. Annual remuneration of its 3 highest paid staff who
each receives remuneration > $100k, in bands of
$100k
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Observations
2. Omissions/Errors in Auditor’s Report:
a. Opinion on whether Financial Statements are
drawn up in accordance with the provisions of the
Charities Act
b. Certification on 30/70 fund-raising rule
c. Report on the use of donations and whether such
use is in accordance with the objectives of the IPC
d. Qualification if an IPC fails to comply with Reg
17(7) of the Charities (IPC) Regulations on change
of auditors
CONFIDENTIAL
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30/70 Fund-Raising Rule
E+S
R+S

X 100% </= 30%

E = total expenses relating to the fund-raising for the FY, inclusive of
(a) direct and material indirect expenses of any kind, and
(b) payments made to commercial fund-raisers engaged by the charity
But exclude the cost of goods sold in a case of the sale of goods by or on behalf of
the charity for fund-raising
R = (a) in a case of the sale of goods by or on behalf of the charity for fundraising, the total receipts from such sale after deducting only the
cost of goods sold, and
(b) total gross receipts from any other fund-raising
S = total amount of sponsorships in cash received by the charity relating to fund-raising
that is conditioned upon the provision of direct or indirect commercial benefit to the
sponsors
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Regulation 17(7) of IPC Regulations
“An IPC shall change its auditor at least once every 5
years, whether to another auditor from the same
auditing firm/company or to another auditor from a
different auditing firm/company.”
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Observations
3. Wrong accounting treatment for the
following:
a. Pledges recognised as income
b. Donations received for scholarships/
bursaries accounted for as liabilities
c. Receipts collected on behalf of 3rd parties
accounted for as income
CONFIDENTIAL
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Observations
4. Other Concerns
a. Inconsistencies in YTY presentation and
classification
b. Proportion of activities/expenses for
local vs foreign charitable purposes
c. Fund-raising for foreign charitable
causes without required permit
CONFIDENTIAL
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Charity Portal
(https://www.charities.gov.sg/)
Charities Act and Regulations
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Charity Portal
(https://www.charities.gov.sg/)
Charities Accounting Standard
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Charity Council
(https://www.charitycouncil.org.sg/)

Code of Governance
VWOs-Charities Capability Fund (VCF)
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Sharing of Best Practices
Ms Woo E-Sah
Partner, RSM
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Best Practices on
Charity Audit

Woo E-Sah

Disclaimer
While utmost care has been taken to ensure content accuracy at the time of writing, no person should rely on the contents in this presentation without first
obtaining advice from a qualified professional. These presentation slides are issued on the terms and understanding that (1) the author is not responsible for the
results of any actions taken on the basis of information in these slides, nor for any error in or omission from these slides; and (2) the author expressly disclaims all
and any liability and responsibility to any person, whether a reader of these slides or not, in respect of anything, and of the consequences of anything, done, or
omitted to be done by any such person in reliance, whether wholly or partially, upon the whole or any part of the contents of these slides. Information contained
herein is proprietary to RSM Chio Lim LLP and no part should be reproduced without prior permission and due acknowledgement.
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Why Charities Audit?

Act

Code of
governance

• Societies/ Companies Act
• Code of Governance
• Singapore Financial Reporting Standards/ Charities
for Charities and IPCs
Accounting Standard
• Charities Act
• Charities (Accounts and Annual Report) Regulations
• Charities (Fund-Raising Appeals for Local and Foreign
Charitable Purposes) Regulation 2012
• Charities (Fees) Regulations
• Charities (Large Charities) Regulations
• Charities (Registration of Charities) Regulations
• Charities (Institutions of a Public Character) Regulations
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Charity

Why Charities Audit?
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24

Business Advisors to Growing Businesses

Why Charities Audit
Staff

Issue of tight
deadlines (AGM,
Government
funding)

Time

Inadequate technical competency in
certain areas of expertise.

Charities often also expect
auditors to charge
“charitable” audit fees

Challenges

Fee
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Audit Focus
Income

Sources of
income
• Overstatement
or
understatement

Risk

•
•
•
•

Grants
Donations
Fund raising
Operating income

• Key difference of grant
accounting between FRS
and CAS
• FRS 20 – Income / capital
approach
• CAS – recognize all
asset-related grants and
donations as income in
SOFA; fund subsequent
reduced over the useful
life of the assets in line
with depreciation

Recognition
Grant income
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Recognition
Gift in kind
• Value donations
in kind if can be
estimated with
sufficient
reliability
• Recognised as
income in SOFA

Audit Focus
Recognition - Illustration of Accounting of Grant (A)
Assumptions:
Fixed assets

Grant
Depreciation
(A) Under CAS

$ 100
$ 100

Bought at end of year

Year 0

20%
Designated Fund
Year 1
Year 2
Year 3

SOFA

Year 0

Year 4

Year 5

Income

100

-

-

-

-

-

-

(20)

(20)

(20)

(20)

(20)

100

(20)

(20)

(20)

(20)

(20)

Year 0

Year 1

Year 2

Year 3

Year 4

Year 5

100

100

80

60

40

20

-

(20)

(20)

(20)

(20)

(20)

Balance c/f

100

80

60

40

20

-

Represented by
Fixed Asset

100

80

60

40

20

0

Expenditure
Net income/(expenditure)

Fund
Balance b/f
Net income/(expenditure)
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Audit Focus
Recognition - Illustration of Accounting of Grant (A)
Assumptions:
Fixed assets

Grant

$ 100
$ 100

Depreciation

20%

Bought at end of year

Year 0

(B) Under FRS 20

Designated Fund
Year 1
Year 2
Year 3

SOFA

Year 0

Year 4

Year 5

Income

-

20

20

20

20

20

Expenditure

-

(20)

(20)

(20)

(20)

(20)

Net income/(expenditure)

-

-

-

-

-

-

Year 0

Year 1

Year 2

Year 3

Year 4

Year 5

Balance b/f
Net income/(expenditure)

-

-

-

-

-

-

Balance c/f

-

-

-

-

-

-

100

80

60

40

20

0

(100)

(80)

(60)

(40)

(20)

-

-

-

-

-

-

-

Fund

Represented by
Fixed Asset
Deferred capital grant
Net Asset
28

Business Advisors to Growing Businesses

Audit Focus
Expenditure

30/70 Rule
• Overstatement or
understatement

Risk
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• Test proper
classification
• Search for
unrecorded
liabilities
• Compare actual
versus budget

• Approved vendor
listing
• Instances of waiver
of tenders /
quotations
• Disbursement of
funds
• Controls in payment

Approval
Matrix

Budgeting
process
• Review budgeting process
• Verify assumptions made in
budget
• Mgt identify and seek
explanations for over
/underperformance for both
income and expenditure
• Additional spending outside
budgets should be
authorised

Key Focus
Investment

• Outsourced
or internal

Administration
of investment
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Service
organisation
• ISAE 3402
report
• Recording
and
revaluation of
the
investment
• Alternative
procedures if
ISAE 3402 is
not available?

• Review

minutes of
the
investment
committee
• Regular
review of the
investment
portfolio

Investment
committee

Investment
policy
statement
• Asset
allocation
• Type of
investment
• Target
return

• Available
for sale
• Fair value
through
profit or
loss
• Held to
maturity

Accounting
and
confirmation

Audit Focus
Funds

Allocation of fund

• Unrestricted
• Designated
• Restricted

Type of funds

• Allocation of funds between
restricted and unrestricted
(including designated)
• Perform understanding of
procedures on the
accounting of funds
• How funds are correctly
accounted for and applied
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• Separate accounts
to detail movements
in fund which
represent monies
raised for specific
projects
• Terms controlling
application of fund
monies

Accounting and
application of fund

Audit Focus
Related party (RP) transactions

• Review procedures
on identification of
RP
• Annual declaration,
what follows after
this?

Identification of
RP
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Unidentified RP
• Search outside
the entity e.g
new vendor with
significant
transaction

• Are loans/ advances
approved by the board?
• Loans made with no intent of
repayment in the first instance
(immediate allowance for
impairment)?

Loans to RP

Conclusion

One size fits all?

Balance a checklist and benchmark
approach

Take a de novo look at the
approach to auditing charities
33

Business Advisors to Growing Businesses

34

Business Advisors to Growing Businesses

THANK YOU FOR
YOUR TIME AND
ATTENTION
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Online Financial Summary
Ms Joyce Lim
Assistant Director, Sector Regulation, Charities Unit
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Online Financial Summary
1. Improve accountability & transparency of charities
a. To be completed as part of the submission of the annual
regulatory returns from January 2013

b. Made available for public access on the Charity Portal

2. Which charities are required to complete the OFS?
a. All charities which are subject to external audit
b. Include all IPCs, charities set up as CLGs and all other
charities with annual gross income or total expenditure >
$500k
CONFIDENTIAL
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Online Financial Summary
1. Receipts

CONFIDENTIAL
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Online Financial Summary
2. Expenses
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Online Financial Summary
3. Balance Sheet
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40

Online Financial Summary
4. Other Information

CONFIDENTIAL
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Online Financial Summary
5. Common Issues Observed
a. Difficulty in mapping the figures in the
financial statements to the OFS disclosure
b. Inconsistent classification of items between
financial years  non-comparability of
information
c. Incorrect computation of fund-raising
efficiency ratio
CONFIDENTIAL
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Online Financial Summary
6. Value-add Services to Charities
a. Auditors to consider assisting charities with
OFS completion (pro-bono)
b. Include the completed OFS as an unaudited
statement in the financial statements
c. Check accuracy of fund-raising efficiency
ratio prior to certifying compliance with
regulatory requirements
CONFIDENTIAL
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Online Financial Summary
7. Reporting of Overseas Expenditure and
Capital Outlay
a. What does the reporting requirement cover?
i.

Total expenditure and capital outlay spent in, or to
benefit locations outside Singapore

b. What details need to be reported?
i.
ii.

Country where resources are applied
Quantum of financial resources applied in each country
where the beneficiaries/partners are located in
iii. Nature of expenditures/capital outlay
CONFIDENTIAL

44

Online Financial Summary
7. Reporting of Overseas Expenditure and
Capital Outlay – Examples of disclosures required
Overseas Expenditures

Capital Outlay

Donations, sponsorship, love gifts

Capital injections into overseas
subsidiaries

Missions, pilgrimage tours expense

Overseas investment

Humanitarian and/or disaster relief
expenses

Purchase or construction of
immovable properties overseas

Overseas retreats, conference,
seminar, training and/or competition
expenses

Loans to 3rd parties located
overseas

Staff/support costs (stationed
overseas)

CONFIDENTIAL
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Important disclaimer
This Presentation (the Presentation) has been prepared by ISCA for the exclusive use
of the recipients to whom it is addressed.
Each recipient agrees that it will not permit any third party to, copy, reproduce or
distribute to others this Presentation, in whole or in part, at any time without the prior
written consent of ISCA, and that it will keep confidential all information contained
herein not already in the public domain.

The Preparers expressly disclaim any and all liability for representations or warranties,
expressed or implied, contained in, or for omissions from, this Presentation or any other
written or oral communication transmitted to any interested party in connection with this
Presentation so far as is permitted by law. In particular, but without limitation, no
representation or warranty is given as to the achievement or reasonableness of, and no
reliance should be placed on, any projections, estimates, forecasts, analyses or forward
looking statements contained in this Presentation which involve by their nature a
number of risks, uncertainties or assumptions that could cause actual results or events
to differ materially from those expressed or implied in this Presentation.
In furnishing this Presentation, the Preparers reserve the right to amend or replace this
Presentation at any time and undertake no obligation to update any of the information
contained in the Presentation or to correct any inaccuracies that may become apparent.
This Presentation shall remain the property of ISCA.
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