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Keeping an eye on non-profit laws

THE NPO ACT – WHO IS NON-COMPLIANT?
By Ricardo Wyngaard and Ann Bown

Ann is the founder of Charisma Consulting

The National Department of Social Development issued a media statement on 24 February
2014 in which registered NPOs were called upon to submit their annual financial and
narrative reports, as required in terms of the NPO Act, to the NPO Directorate by March
31, 2014, to avoid being de-registered.

The Department has, according to the media statement, ‘undertaken a road show around
the country to assist NPOs with issues of compliance, educate NPOs on good governance,
transparency and accountability matters, as well as to register new NPOs. This campaign
has resulted in 3 149 NPOs submitting their annual reports.’

However, the media statement makes no mention of whether the Minister of Social
Development has appointed the Arbitration Panel, as required in terms of section 9 of the
NPO Act. Section 9(1) of the NPO Act provides that: “The Minister [of Social
Development] must appoint persons so as to maintain a panel of arbitrators consisting of
at least seven persons.”

The Arbitration Panel is responsible for presiding over disputes regarding refusals by the
Director for NPOs to register applicants and for cancellations of registered NPOs. NPOs
are, in the absence of an Arbitration Panel, effectively without a key legal remedy afforded
to them in terms of the NPO Act.

This is of a particular concern for the following two reasons:

1. The website of the NPO Directorate reported a total of 119,337 registered nonprofit
organisations on February 28, 2014. This is 3 890 more than what were reported on
November 29, 2013; and

2. A large number of NPOs face potential de-registration again at the end of March 2014.
The press release stated a figure of 66 072 as being non-compliant.

Given these figures, there is significant scope for disagreement on decisions regarding
refusals to register or cancellations of registration. The absence of the Arbitration Panel can
accordingly have disastrous consequences.

This is also contrary to the Minister’s comment in the media statement saying; “We stand
ready to do everything in our power to assist NPOs to meet their legislative requirements.
We also reaffirm our commitment to working together with the NPO sector to promote the
objectives of the NPO Act which seek to encourage NPOs to voluntarily commit to good
governance, transparency and accountability,”

In a media statement dated 31 January 2013 the Department of Social Development
committed to appoint the Panel of Arbitrators. An invitation for nominations was
advertised in February 2013. Nominations were closed on 11 February 2013 and we can
assume that a shortlist was drafted and presented to the Minister. This shortlist, if any,
should have been published for comment before the Minister appointed the Arbitration
Panel. This has seemingly not happened despite a swift call for nominations to serve on the
Arbitration Panel.


