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Executive Summary

The first GCC regional workshop on NGO regulation, entitled ‘Effective regulation: for the benefit of all' was held from 19-21 November 2006 in Abu Dhabi. Hosted by the United Arab Emirates (UAE) Central Bank in partnership with the UAE Ministry of Social Affairs, the workshop was supported by the Charity Commission for England and Wales as part of the work of its International Programme. Delegates attended from each of the six Gulf Co-operation Council (GCC) countries, representing the various Ministries involved in NGO regulation (generally the Social Affairs, Finance, Interior and Foreign Ministries), as well as experts from national, regional and international bodies. Details of those who attended are provided in Annex B to this report. 

The event was very successful in stimulating important discussions around NGO regulation, offering participants the opportunity to review their countries’ own regulatory systems and also providing a good foundation for a future regional network. One participant commented that "this is the best workshop I have been to in the region in 17 years" and another:  “The discussions were useful and interesting ….  I hope similar workshops and meetings will take place annually under the auspices of the Gulf Cooperation Council, in cooperation with the Charity Commission for England and Wales”.

The workshop comprised a mixture of presentations, case studies, panel discussions, plenary Q&A sessions, country group breakouts and small group discussions; the level of participation was high with all countries joining in and most delegates contributing. In terms of content, introductory sessions included: modern international NGO work; modern regulation; raising/responding to participants' preconceptions; presentations on systems in the UK and GCC countries. More detailed sessions included: overview of the work of the Financial Action Task Force (FATF) and its regional body, MENAFATF; Special Recommendation VIII
 reviews; inter-agency cooperation and investigation of serious misuse; the US designation system; international charitable transfers; accreditation and technical assistance available. A recurring theme concerned the need to balance the importance of encouraging and facilitating charitable work against the desire to reduce its vulnerability to misuse of various kinds. 
The final session of the workshop - looking to the future - was particularly rich, with detailed proposals for a GCC steering group, a follow-up conference on regulation (Qatar and UAE both offered to host), a regional training event (discussed by the GCC Social Affairs Ministries) and information sharing. At the same time, there were several underlying concerns: Zakat obligations are unbending; significant giving is made outside the NGO system (because of the small number of Gulf NGOs and because overly rigorous rules can drive legitimate giving underground); practical problems of working in cash (in cash economies and with remote/poor/uneducated beneficiaries). While all countries were willing to follow international standards, they also said that these needed to be applied with a better understanding of Islam and of the region.
The International Programme is grateful for the generous hosting support provided by the UAE Central Bank: the Governor hosted a dinner and presided over the closing ceremony, while his colleagues ensured every need was met.  Our sincere thanks also go to all those who participated in the workshop, both as delegates and speakers. We encourage all participants to continue the dialogue this event has begun (for example through www.NGOregnet.org). 
Note: this report does not claim to be an accurate representation of everything that was said at the workshop. Rather it is designed to provide an outline of proceedings for the benefit of delegates. We apologise in advance if any of your views have been misinterpreted or omitted.
Workshop Proceedings

1) Welcome and introduction

H.E. Abdullah Rashid Al Suweidi, Under Secretary, UAE Ministry of Social Affairs, opened the workshop by stressing the vital importance of the voluntary sector [in this report we will use the terms charity and NGO interchangeably] to any country. He noted especially the importance that the UAE attaches to the charitable sector and, as a result of this, the freedom recognised in local law. He added that the wellbeing of society is the most important issue.
H.E Mohamed Ali Bin Zayed Al Falasi, Deputy Governor of Central Bank of UAE emphasised the importance of charities or NGOs and the key role they play in enhancing and encouraging human relations and the work they do in helping develop societies: particularly in the Arab world where charitable activity, social work and religious obligations meet. Charitable work does however come with risks and Mr Al Falasi was keen to highlight the importance of following international obligations such as SRVIII and the translation of such obligations into local policy, promoting transparency, accountability and prudence.
H.E. Edward Oakden, British Ambassador to the United Arab Emirates, underlined the importance of the coming discussion and of promoting a healthy NGO sector; the work here was particularly important in the Gulf because of the example that the Islamic world sets in terms of charitable giving. Mr Oakden spoke of the visit by the UAE Minister of Social Affairs to the Charity Commission and of the benefits of the UK regulatory model in terms of enabling the voluntary sector and maximising its potential contribution to society. He encouraged all participants to think about different solutions to common problems and to make the most of the opportunity to talk with one and other and share a genuine learning experience.
Mr James Shaw-Hamilton, Head of International Programme, Charity Commission for England and Wales, said that the International Programme was very pleased to be able to support this event which brings together those involved in regulation in the Gulf region for the first time. Countries around the world share challenges and opportunities in this field. Mr Shaw-Hamilton suggested two key messages for the workshop – effective regulation meaning good rules rather than many rules, and that these rules should be for the benefit of all. In this context it is helpful to use the Arabic word “tanzeem” to mean “regulation” - rather than “dabt” - in order to convey the idea of a framework of guidelines which should enable the sector to do its work better. The workshop would provide opportunity for reflection on the balance to be struck between, on the one hand, protecting the unique, precious nature of charitable work and, on the other, protecting the donors, beneficiaries and wider public from the potential misuse of the sector.
All speakers thanked the generosity of the joint hosts.
2) Reflections on charitable work and NGO regulation
Mr Andrew Hind, Chief Executive, Charity Commission and Dr Hany El Banna, President, Islamic Relief Worldwide, were invited to share their reflections on charitable work and NGO regulation with the workshop. These two speeches presented two different viewpoints; one from the side of an NGO involved in international relief; and the second from a regulator which has to find a balance between enabling the work of such organisations and meeting international obligations in effective regulation. Despite the difference in starting point, the similarity in sentiment was apparent right from the outset; both speakers emphasised the crucial role of charitable activity and the need for it to grow and be nurtured. They also explained that there needs to be an understanding from the Government and the sector about the value of an effective regulatory system.
Dr Banna began by emphasising that Governments may come and go but NGOs and the need for their transparency and accountability are ongoing features. Even before 11 September and the ensuing change to the political agenda, people were already discussing the need for increased internal and international audit of activities within civil society and it is crucial that the willingness of NGOs to be subject to such scrutiny is visible to the outside world. 
The present system of international relations predates 11 September 2001; but there have been some developments, such as charity regulation featuring much higher on Governments’ agendas. Part of this comes from the risks which NGOs face in their work but a second aspect is based on the increased recognition of how much the NGO sector adds to the growth of a country. Growth can be measured by the strength of a country’s civil society, rather than by economic indicators. As a consequence Governments are now more willing to establish regulations and frameworks to support NGOs and their work.
Dr Banna encouraged participants to make the most of the opportunity provided by the workshop and to seek ways to work together to improve the environment for NGOs. He urged all those present to be open towards the Charity Commission model and its experiences in this field. According to Dr Banna, the lack of information in the Gulf about charitable donations means that some of the potential of this work is lost. If there was more information, more effective ways of distributing charitable donations could be found and greater work could be done: NGO regulation and accountability help collate this information.

Zakat is a pillar of Islam; it must not be stopped but it should be supervised. Not just to dispel doubts about terrorist financing but also to help strengthen NGO work. Dr Banna encouraged Governments to ‘arm’ NGOs – to assist, regulate and monitor them. If people can see the real impact of charitable work, it will inspire more people to volunteer and to help others. Dr Banna concluded by emphasising the very important role the delegates had in representing the dreams of the people and this responsibility means also a duty to do the best by the voluntary sector and to build effective systems of regulation.
Mr Hind continued by highlighting the common challenges which regulators face across the world. One of the key challenges identified was the desire to not overburden NGOs with so much bureaucracy that their potential contribution was lessened but at the same time to recognise the need to make sure that the sector is working to its maximum potential. On top of the challenge of finding the “right balance” in regulation, it should be remembered that no NGO sector is static. Both domestically and internationally NGOs are changing at a dramatic rate: their voice, influence, number and complexity are all developing. 

Mr Hind therefore encouraged participants to think about how chosen models of regulation can keep pace with a moving NGO sector, to think about regulatory solutions that won’t stifle those changes but will work with them, leading to a system of flexible regulation making it easier for NGOs to do what they do so well and not hamper them: in short, regulation which provides an enabling environment for a healthy NGO sector. The benefits of a healthy NGO sector should not be underestimated: it is a crucial sector for any society, often found at the very heart of that society. In the UK its expenditure represents nearly 7% of GDP.  A US research project of over 35 different countries found an average figure of 5%. This represents a significant contribution to a country’s economy and makes it even more important that Governments do what they can to support the sector and try to establish the best possible operating environment for it. 

Most regions in the world are addressing this issue in some way or another. There has been an unprecedented interest in laws related to NGOs in just the past few years. There are many conversations going on at all levels; international, national and within NGO sectors themselves about what environment is best for NGOs to work within. There is also much debate about the type of body best able to regulate NGOs, and of course each country or region is different and must find its own answers particular to its own needs. But it’s very important for different Governments to share ideas and experience and work together so that the type of regulation which develops is effective: regulation which helps NGOs improve the lives of people all across the world.

Mr Hind thought it crucial that opportunities such as this workshop were seized, that it was important to reflect on these developments and share ideas on channelling them in a positive direction. He concluded with the hope that this event would be the first of many and would strengthen the good working relations the Charity Commission has already started building in the region.
Plenary discussion followed during which several delegates pointed out that vulnerability isn’t limited to Islamic NGOs, it is an exaggeration to say that the sector is a problem, and regulation in the region needs to be seen in the context of Islamic obligations (e.g. the privacy due to donors and beneficiaries). It was agreed that later sessions of the workshop would return to these subjects.
3) Panel group discussion: what are the burning issues for the charitable sector in this region?

The organisers felt it important to use this session to raise some of the difficult questions that delegates might not have felt comfortable asking themselves, and asked for the understanding and good humour of the delegates and the panellists. The International Programme’s experience in the region and elsewhere suggested that there are several controversial issues. Many of the questions reappeared in different forms over the course of the next two days and while answers weren’t always agreed on, most participants found it useful to have the opportunity to hear alternative views and discuss the issues. Contributions came from a panel of experts in response to questions from the Chair and from the floor. The panel consisted of Fadi Itani, Islamic Relief Worldwide, Farid Awadhi, IICO and Relief Africa, Mark Weber, United States Internal Revenue Service, Ian Carrington, International Monetary Foundation and was chaired by James Shaw-Hamilton. The following issues were covered:

3.1) Issues in the charitable sector
The professionalism of those in charge of NGOs
NGOs are sometimes viewed as being run by amateurs. They can attract the reputation that, due to their voluntary nature, they are not run as professionally as either Government or businesses are. This has important implications for the sector; firstly, because NGOs are often called on to deliver public services and, secondly, because public faith in their work and their ability is crucial for their continuing success. 

The voluntary nature of NGOs can be both beneficial and damaging. The positives might be that the organisation is automatically more people-focussed and more inclined to favour humanitarian responses than an organisation driven by profit margins or politics. On the downside NGOs need to make sure they are worthy of the responsibility they carry in delivering public services; their lack of business experience might mean that they are less capable. However this is where a regulator can support the sector; by providing an enabling framework to operate in and by making it as easy as possible for NGO managers to understand their responsibilities. NGOs are becoming increasingly professional.
With over one million NGOs in the US is it possible to have too many NGOs?

This issue was clearly an important one as it was raised again by delegates on both of the following days. The US put forward the argument that having so many NGOs was indicative of the charitable nature of American society and the desire of people to give money to NGOs. It became apparent over the next few days that Islamic obligations to give are strong, but that some delegates wondered if a charitable sector with fewer NGOs may be more efficient. An explanation that was suggested towards the end of the workshop was that GCC countries had not yet needed to look at a post-oil society. 
The English system of regulation registers NGOs that meet a legal definition rather than acting as a licensing arrangement. This means that applications for registration can only be rejected if they do not meet the legal criteria. It also means that we have a large number of NGOs (190,000). One benefit however of bringing all charitable organisations into the regulatory regime is that they can be monitored and supported so that problems are hopefully avoided. An alternative system is one which grants a license to be registered based on more qualitative requirements. This might be a criteria based on accounting or governance factors for example. 
3.2) Issues in regulation

The risks involved in working overseas

Again this was a recurring theme throughout the workshop; NGOs work where there is a humanitarian need, often in high-risk areas. Dealing with this risk should mean managing it rather than restricting the crucial humanitarian aid and assistance that NGOs deliver and this is one of the biggest challenges that regulators face when dealing with NGOs which operate internationally; how to mitigate these risks without hampering the work of NGOs. Session 7 looks at this issue more closely.  Mr Awadhi suggested that NGOs themselves can also take responsibility here by opening themselves up to scrutiny as much as possible in a bid to satisfy donors that money is being spent as effectively as possible. This is one of the most important duties of a NGO.
The balance between a secure regulated sector and restricting the potential of NGOs

Following the discussion on the risks inherent in charitable work, the panel continued to think about how to strike the balance between a well-regulated sector, where NGOs are secure and accountable, and an over-regulated sector, where NGOs are stifled and unable to do their work. Some of the NGOs present commented that sometimes it seemed as if NGOs were assumed guilty until proven innocent and that regulations could be used against NGOs rather than in support of them. It was put forward that interventionist action from a regulator should be based on evidence rather than political considerations and that any actions taken needed to be consistent.  Effective and sensitive regulation, which strikes the right balance, was cited as being in everyone’s best interests. 
3.3) Regional and international issues

Why the NGO sector is being focussed on as a means to fight terrorism

Both the IMF and the US Revenue Service provided useful context here; in relative terms the charitable sector is not being focussed on. The work in this area is small compared to that in the financial and banking sector. However this does not undermine the importance of the FATF work done under SRVIII and it was urged that all recommendations were followed. 

A key challenge was raised here, faced by regional NGOs, who were called on by international obligations to channel their money through banks and in the most direct route possible. While they were willing to follow the recommendations, practical outcomes of the focus on NGOs (and particularly Muslim NGOs) meant that many banks no longer accept bank transfers from regional organisations, so it has become necessary to divert the funds through a circuitous route to reach its intended destination and satisfy the wishes of the donors. 

Why more Muslim NGOs have been designated that any other type of NGO
Again the US provided useful context to the numbers involved here; six prosecutions involving NGOs financing terrorism in the US compared to the one million registered NGOs. The numbers are very small but, according to the evidence the US Government has, most of these have unfortunately been Muslim NGOs. The US stressed however that the definition of terrorism used in this area was not a political one, but one that quoted innocent civilians being killed. 
Islamic Relief highlighted the UK model where Islamic NGOs successfully formed part of the same regulatory regime as other faith-based and non faith-based NGOs despite the huge diversity within the UK charitable sector. Money doesn’t belong to NGOs; instead the NGOs have a duty to make sure that the money is spent in the best way for the donors and beneficiaries. It was also mentioned that sometimes the US might designate an international NGO and the UK might not, suggesting the need for a system which was consistent and helpful to everyone. Again this topic was one raised several times over the next few days.

Islamic Relief asked for more understanding of Muslim and Arab NGOs and willingness on the parts of both the regulators and regulated to overcome these problems. Muslim NGOs are very well funded and want to help meet Millennium Development Goals but need support and understanding from the international community to do this.

Zakat 

Several delegates mentioned that the religious obligations inherent in Zakat present challenges to international obligations. While the international community wants NGOs to be transparent in all their finances, Islam demands Zakat to be paid discreetly so as not to embarrass the poor. The US was keen to reiterate that they concentrated on the distribution of charitable funds rather than their source. 
4) GCC countries’ presentations
One of the main intentions of the workshop was to help facilitate discussion within the region and the sharing of current practice. With this in mind each of the GCC countries gave a presentation on aspects of their regulatory system. These provided valuable insights to the different systems in the region and were a useful starting point for the exchange of ideas which continued over the next two days. More detailed descriptions of each country’s current regulatory system will be added to www.NGOregnet.org (see Session 11 below) so will not be explored in any detail here. Several common themes emerged from the presentations:

Importance of the charitable sector

The sentiment that the charitable sector is a very important one was echoed continuously throughout the entire workshop. Several countries spoke in this session about the benefit that NGOs bring to society, whether through helping with development projects, contributing to the local economy or by increasing the skills base of a population. Encouraging the public to participate and show interest in charitable activities was mentioned in several presentations. Bahrain explained in detail some of their Government programmes to support and contribute to charitable projects which add to the development of society.
Balancing the duty to regulate with the benefits the sector brings
Again, finding the right level of regulation, without restricting or inhibiting the voluntary sector was a theme not only of this session, but the workshop. Oman explained this to be a conflict between the duty of a Government to meet international obligations and responsibility to make sure organisations are working within the framework of the law, on the one hand, and the recognition of the importance of the charitable sector and a desire to support it and encourage it to flourish, on the other. The UAE also mentioned that NGOs have a right to meet and express opinions under the UAE constitution, so this right should not be denied. However the Government needs to make sure the regulatory role is also observed so that all organisations operate within the scope of the law, whether domestic or international.
Regional cooperation and exchange of best practice

Both Saudi Arabia and Qatar were keen to highlight the opportunity that the workshop presented in terms of it allowing GCC countries, the UK and the US to learn from one another and to share ideas on best practice methods and solutions to common problems. Linked to this was the idea put forward that regulation of the charitable sector should not be a static phenomenon. Society modernises, the charitable sector moves with that modernisation, so any system of regulation must keep pace with developments. The changing international system and development of new ideas on best practice adds another challenge to keeping pace with a modernising charitable sector.  

Meeting international obligations

The importance of, and the willingness to meet, international obligations in this area was mentioned by all GCC countries over the course of the three days and specifically by several of the countries in their presentations. Kuwait made the important point that regulation of NGOs was not just about anti-terrorism but it was a necessary method of ensuring best practice was observed within the sector. The loopholes which may be exploited by those wishing to finance terrorism are the same loopholes which allow other problems to creep in – including less serious ones. This adds to the importance of observing international standards, not only to make sure NGOs are not used as a vehicle for terrorist financing but also to make sure that NGOs were observing best practice recommendations and maximising their potential.

5) Key elements of a regulatory system and their application in England and Wales  

Mr Ben Evans, Charity Commission, started the second day of the workshop by outlining the main elements of a regulatory system, using the Charity Commission model as a way of illustrating some of the key points and issues.  
The ultimate purpose of a NGO regulatory system is to protect NGOs from abuse. To do this, the regulator needs mechanisms which enable it to: 

· identify and support those organisations that are being regulated; 

· understand and monitor activities of registered organisations;

· deal with abuse: either through prevention or prosecution.  

5.1) What NGOs should be regulated? 

NGOs have many different names and can take many legal forms. The key thing is not what a NGO is called or how it is constituted, but that the law clearly defines what is and what is not considered to be a NGO for the purposes of regulation; the law needs to be recognised and understood by NGOs and the public. A NGO which does not recognise itself as a NGO will take no steps to meet any regulatory requirements imposed upon it. As a result, one simple definition of NGOs is likely to be more effective than numerous, overlapping or complicated definitions. 

Merely knowing that a NGO exists is data of limited use. A NGO, like any organisation, is constituted of individuals - its members, officials or staff. As well as the name and address of a NGO, the names and contact details of key officials should be obtained. One definition of key officials is those with ultimate responsibility for the administration of the NGO (often known as the board, trustees or management committee). That data also needs to be kept up to date.

Regulators need to think about the system for identifying which organisations they want to register and how that registration process will work. 

5.2) Monitoring registered NGOs. 
Ensuring that a NGO is not being abused requires knowledge of what that NGO is supposed to be doing, and a mechanism for verifying what it is doing. What the NGO is established to do should be stated in the NGO’s constitutional document. The regulator needs to have a copy of this document and should be aware of any changes to it.
To understand what the NGO is doing is essentially a case of knowing how much money a NGO has and how it is being applied. This would include:

Narrative information: a statement of activities in previous year;  

Financial information: income, expenditure and assets. 

In most jurisdictions, the only effective method for obtaining this information is to impose a requirement for all NGOs (or all those above a certain size) to supply it to the authorities. It’s also important to consider how this information can be verified. 

5.3) Dealing with abuse 

A good regulatory system will help both prevent and identify abuse. A system that is well understood and complied with helps produce a virtuous circle: as larger numbers comply, more resources can be concentrated on pursuing non-compliers. This not only ensures compliance from targeted NGOs, but also creates a perception of a well-regulated sector in which non-compliance is addressed. This discourages potential abuse of NGOs, and encourages poorly administered NGOs to comply. As a result, the proportion of compliant NGOs increases and the effectiveness of the system increases. 

5.4) What kind of penalties can be used? 

Any regulatory system needs meaningful penalties. It is also important that these penalties are seen to be used in cases of serious abuse and target those that are responsible for the abuse. As stated above, NGOs are associations of individuals. To speak of ‘illegitimate NGOs’ is misleading. It is more accurate to speak of NGOs that are being abused or misused by individuals, and it is these individuals that should be penalised. Penalties can be applied for serious negligence as well as abuse – but it is worth remembering that the experience in many jurisdictions is that most problems come from honest mistakes. 

Penalties that target a NGO’s funds can be less effective. Not only do they not punish those responsible for the abuse, but ultimately they penalise the beneficiaries of the NGO – often very needy people, and themselves the victims of the abuse which the regulation is trying to stop. 

6) Effective regulation: facilitated group discussions
Participants separated into three discussion groups and explored different topics; the modern regulator; international charitable transfers and SRVIII domestic reviews. A moderator (and a translator) for each group helped delegates explore the issues and hear others’ points of view.

Each group reported back to plenary and gave the following insights:

6.1) The Modern Regulator
Discussions within the “Modern Regulator” group centred on a mixture of strategic and practical issues and thoughts on how one links to the other. One key responsibility of being a modern regulator is the need to keep track with the charitable sector and society – neither entity is static, so it’s crucial that the regulator constantly seeks and shares information and makes sure it responds to the needs of a modern sector.  As charities/NGOs become more sophisticated (use of IT, access to media, improved accountability etc), so the regulator needs to keep pace in the way it regulates.  Actively engaging with the sector allows a regulator to understand more about the environment it is working in and leads to more responsive regulation and a more enabling environment.
Part of this leads to a need for frequent reflections and self-analysis by a modern regulator; sitting down and asking basic questions about goals, aims and values is an important activity to do regularly to make sure the organisation is headed in the intended direction. In addition to these strategic considerations there are also very practical ones: Is the regulator working in the most cost effectively way? Could more modern technology help the regulator or the sector to be more efficient? Are the methods used to collate and share information the best ones?  Do regulatory staff have access to training and development opportunities?  
Modern regulators recognise their own role as one which not only polices the charitable sector, but also facilitates greater effectiveness, leading to improved results and ultimately a better society. The best sort of regulation tends to be "apolitical", in that it upholds the law but resists any attempts at political interference as can happen in any country.  
Lastly a key challenge for any regulator is working out policies which turn the principle of proportionality into something practical which staff can follow. Proportionality is a key principle in deciding what situations merit different kinds of responses from the regulator. Again the need to communicate such policies, and their results, to the sector was deemed crucial to its success.
6.2) International Charitable Transfers
The group emphasised that Islamic obligations to help the needy require Governments to support overseas aid. There are a number of groups that make overseas charitable transfers: individuals sending money overseas (perhaps this is the largest issue); local NGOs working overseas; international NGOs with regional offices or branches in the GCC countries. There are also a number of practical issues to take into account: it is imperative for an individual to comply with the Islamic duty to give; Islamic NGOs are an important way of helping the needy because of their cultural understanding.  
A number of possible solutions were discussed. A new Commission in Saudi Arabia is being set up to oversee all international aid. Other possibilities were raised: accreditation (a so-called “white list”) for charitable organisations; the use credit rather than cash; sending goods rather than money. Although the US’s primary concern is to shut down terrorist networks, the Office for Foreign Asset Control (OFAC, part of the US Treasury) can give special licences to send money to high-risk areas (it was noted that the process is slow and OFAC is understandably risk averse). The Charity Commission regulates charities operating internationally in the same way as it regulates domestic ones, whilst also building the capacity of regulators in recipient countries.
The discussion raised as many questions as answers. The group suggested that for a full debate to take place there needed to be a shared appreciation of Islamic duties and of the constraints of cash-based economies.

6.3) SRVIII Domestic Reviews

The group discussed the FATF Special Recommendation VIII which concentrates on the particular vulnerability of NGOs to being misused for the purpose of terrorist financing. The group felt that a robust licensing / registration procedure was an effective way to combat this problem but recognised this doesn’t solve all the issues. It was highlighted that those working in NGO regulation in the Gulf region felt foreign NGOs presented a further vulnerability as it is often difficult to find out enough about the particular organisation. Effective regulation across all regions and strong networks to facilitate information exchange are paramount to dealing with this issue.
Connected to this, delegates were also aware of the need for NGOs themselves to be wary when passing funds through other NGOs, whether in the form of cash or not. When an NGO transfers money to a second organisation or NGO it needs confirmation about how this money is spent. It was felt that while regulators may exchange information confirming the existence and general financial activities or a registered NGO, it may not be able to provide the overall assurance necessary. There is a question of potential liability if one organisation vouches for another.
The importance was once more emphasised of sharing information, not only between regulators but also between regulators and NGOs, and vice versa. Regulators and NGOs need to have a comprehensive understanding of the environment in which they function; an environment which is far from static. The group also was keen to stress the message of proportionality which was echoed elsewhere in the workshop; extreme regulatory actions can have very negative consequences for NGOs and the NGO sector. Extreme measures should only be used where they are justified and proportionate; both NGOs and regulators need to temper their response to international pressures.

7) Combating the terrorist misuse of NGOs: presentations and panel
Ian Carrington, International Monetary Fund, talked about ‘Combating the financing of terrorism – requirements for the regulation of NGOs’. Mr Carrington explained the background to ‘Special recommendation eight’ (SRVIII). The Financial Action Task Force (FATF) was designed as a comprehensive framework for fighting money laundering. During 2001 the agenda was widened to include fighting terrorism and nine areas were added to the FATF mandate. One of these, SRVIII, highlighted the vulnerability of NGOs to misuse for the financing of terrorism due to a combination of their international work, the good-will often entrusted to them and the fact that they have to transfer large sums of money across the globe, often dealing in cash. 
From SRVIII, a Best Practices Paper was drawn up which provides objectives for regulation and highlights the importance of the non-profit sector and the contribution it makes towards societies; not only in terms of humanitarian work but also the contribution such organisations make in economic terms. Making sure that charitable giving is not interrupted is also a goal of the best practice paper. This may be one of the reasons why SRVIII is less prescriptive than other FATF recommendations.

According to the best practices paper, three pillars of regulation can be identified: financial transparency; programme verification; and administration. Financial transparency involves the maintenance of proper accounts and budgets, including keeping a record of how money is used and who receives it. Independent auditing is also recommended, as is the use of formal and direct methods of transferring money. Programme verification looks at activities to make sure what plays out in the field matches the intentions of the organisation and the understanding of the donor. It specifically also requires NGOs to be able to account for resources delivered in foreign locations. The final administration pillar encourages written documentation of all procedures and requires directors to act with due diligence and integrity. Mr Carrington listed four different bodies which tend to deliver the oversight of these pillars: specialised agencies; Government ministries; intergovernmental bodies; and tax authorities.
Mr Carrington’s speech closed looking at the MENAFATF ad hoc working group on NGOs, which in September had suggested a set of additional standards for regulators in the Gulf / MENA region. Mr Carrington pointed out the main differences as follows:

· NGOs may not open bank accounts before being authorized by competent supervisory body

· NGOs should cease raising funds in cash

· disbursements should only be made via checks

· all bank account of NGOs should be consolidated into one account. 
In the plenary discussion that followed the panel discussion several participants pointed out the difficulties of applying these standards in the context of some Zakat obligations, cash economies, and conditions in many aid recipient countries. 

Ms Kristen Hecht, Office of Terrorism and Financial Intelligence, US Treasury, presented on “The US designation system”. Kristen works with Governments, financial institutions, and non-profit organisations around the world to encourage them to act against terrorists and to strengthen their own efforts to stem flows of illicit financing.  
The US Government has adopted a four-pillared strategy, in line with SRVIII. The four pillars are: coordinated oversight; targeted designation, investigation, and prosecution; private sector outreach; and international engagement. The Government promotes and protects the integrity of charitable giving while fighting the financing of terrorism. 

The US designation system is based on a September 2001 United Nations Security Council Resolution requiring all member countries to be proactive in identifying and financially isolating people and organisations engaged in terrorism and to freeze their assets. To meet this obligation the US has its own domestic list of ‘designated’ NGOs which it believes to be involved in terrorism, commonly known as the OFAC list. In order to be able to freeze assets of people or organisations on the OFAC list, the authority involved must be able to prove that this person or entity is either acting for or on behalf, or materially, technologically or financially supporting terrorism.

Once the criteria is believed to be met, the evidence is submitted to the Departments of Justice, State, law enforcement and intelligence agencies to evaluate the case and check the criteria have been met.  Any supporting information or intelligence is also reviewed by a judge. There are different legal thresholds for taking action against an individual or entity: ‘beyond a reasonable doubt’ allows for a conviction in a court of law, ‘probable cause’ allows a case to be brought to a court; ‘reasonable cause’ is used to freeze assets.  

Mr Andrew Hind and Ms Sarah Jane Digby, Charity Commission for England and Wales, gave a joint presentation which combined the policy approach of the Charity Commission with a case study of a previous inquiry into a NGO where there had been an allegation of terrorist financing. The case study emphasised the need for a regulator to have a flexible and proportionate response to problems. Any use of the regulators powers should be a protectionary measure; to protect the NGO’s assets, reputation or beneficiaries. Powers should not be used to stop the good work of the NGO, but rather to correct any problems so that the charitable activities can continue. When deciding on a course of action, a regulator should also distinguish between honest and deliberate mistakes. Honest mistakes can often be solved through supportive measures without needing to interfere in the NGO and therefore lessening any risk of damaging a NGO’s damage or operation which can sometimes result from interventionist measures. 
Mr Hind concluded the presentation by emphasising four key principles which guided the Commission through this inquiry; transparency, consistency, proportionality and risk-based, targeted action. It is crucial for a regulator to be transparent in such operations which is why the Commission publishes a report into the findings and actions taken in all inquiry cases. All reports are found on the Commission’s website (www.charitycommission.gov.uk). Transparency of this kind helps maintain public confidence in the NGO sector – they see action being taken where necessary so that their donations are protected, and transparency also educates the sector about how to act. This also reminds the Commission to be consistent in its approach, by publicising its policy the public and sector have clear expectations about how the regulator will respond and what the boundaries are. Proportionality and risk-based action means not over-reacting, it means only using interventionist measures where necessary. It also distinguishes between the people who cause problems and the causes they represent.  It is the duty of the regulator to find the root cause of the problem or “misuse”, work to resolve it and then allow the NGO to continue to meet the need it was set up to do so.
8) NGO regulations in aid recipient countries: reflections from Pakistan
Mr Shafiq-uz-Zamen, Pakistan Ministry of Social Welfare, outlined the key issues and challenges for the Pakistani Government in the oversight of its charitable sector and some recent initiatives to help improve the situation. Pakistan has an estimated 100,000 NGOs with a combined annual income of around $220million, approximately 256,000 paid employees and 213,000 volunteers. Nearly 50% of these NGOs work towards improving and delivering education.  At present over 100 foreign NGOs are operating in Pakistan, only 40 of these are normally active in the country, the remainder are providing emergency relief following the Kashmiri earthquake. In order to work in Pakistan, foreign NGOs must sign and memorandum of understanding with the Economic Affairs Division. NGOs in Pakistan tend to be financially self-sufficient with an average contribution of only 6% of funding coming from the Government.
Regulation is of key importance to the sector; it not only decreases abuse within the sector but increases public trust and confidence in NGOs and provides the environment in which they can maximise the potential contribution they make towards the development of Pakistan. However there are a number of challenges and the Government has recently embarked on a series of initiatives to try and improve the situation, with the support of the Charity Commission’s International Programme. There currently exist 12 different NGO laws in Pakistan, which leads to some confusion amongst NGOs and limits the incentive to comply. In addition to this, there are low levels of information exchange between authorities involved in regulation at both a provincial and federal level. 

In a joint project with the Charity Commission the Pakistani Government is developing the capacity of regulators at federal and provincial levels and developing a voluntary code of conduct for the charitable sector. The code has two purposes; the most important is to agree and improve standards and obligations within the sector. These will include ones related to good governance, transparency and accountability and proper and diligent administration of activities. The second function of the code of conduct is to help pave the way for a single NGO law that the Government is developing. Good NGO law needs to be properly implemented and for this to happen it is essential that the sector is in agreement. Once the charitable sector has agreed the code of conduct, it will be easier to implement a NGO law and it will be more likely to be adhered to because both the code and the law will be based on the same principles. The Pakistan Centre for Philanthropy is also developing a system of tax exemption for registered NGOs which will encourage them to take part in the regulatory regime.
Pakistan has also developed a sophisticated NGO database which is available through the Internet. This database provides a simple solution for information sharing among different agencies involved in regulation. It gives details of registered NGOs, their financial background, their funding and tracks the projects they’ve been involved in. This database will simplify the registration and monitoring process. It will also ensure records are not duplicated and NGOs will not share the same method. It is also a database used by donors to find NGOs which in itself is a way of encouraging compliance. NGOs which do not meet reporting requirements are no longer allowed to feature on the database and lose exposure to potential donors. 

9) Country group exercise: Combating the misuse of NGOs operating internationally 
Ben Evans led a group exercise. Each country was encouraged to examine pieces of evidence which simulated a police investigation looking at the activities of a NGO and the possible misuse of charitable funds. At each stage, the delegates discussed the issues of concern in the presented evidence and the possible next steps. 
Handouts given to group consisted of information from a bank concerned about some potential suspicious transactions, information from the NGO regulator about the NGO and its activities, bank statements and finally a police report which gave the conclusion of the case. The case was a fictitious one and was designed to encourage participants to identify issues like large unexpected withdrawals of cash, indirect transfers of money, and inconsistencies in financial reporting. The conclusion of the case from the police report confirmed that one of the trustees was using the NGO as a vehicle for money laundering and was part of a chain supplying funds to a designated terrorist organisation.

Plenary discussions, however, highlighted that in this fictitious case, terrorist financing was not the only possible explanation of the concerns raised by the paperwork. Indeed, it was felt that in the real world, where abuse of this nature is rare, the anomalies could also be explained by honest factors. This emphasised a key point which appeared in various forms throughout the entire exercise; the need to substantiate evidence, for regulators to consider evidence carefully and to seek more information where necessary. It was felt necessary that if such care was not taken, the regulator could restrict the legitimate humanitarian work of a NGO.
The case study and supporting documentation will be available via www.NGOregnet.org.
10) The internet as a tool: Charity Commission and NGOregnet
Information dissemination and sharing were raised as two fundamental aspects of a successfully regulated system. A regulator’s website can be extremely beneficial in achieving this goal. A free, clear and publicly accessible website also assists with the following issues:
· Identifying genuine NGOs

The Charity Commission and the Pakistan Ministry of Social Welfare are both examples of regulators which make their register available online. This allows potential funders, supporters or anyone with any interest or concerns access to key information about NGOs. It can facilitate a search for anyone wishing to find an NGO, providing contact details, financial and activity details.

· Promoting transparency and accountability


A website not only allows a regulator the space to publish appropriate documents and information concerning the NGOs it regulates but allows the opportunity for the regulator to set a positive example by being both transparent and accountable itself. Publishing policies and reports and other relevant information also sets standards which can help ensure consistency. Once a policy is published on a website, there will be more pressure to meet and adhere to the policy.


· Ensuring compliance and effectiveness


Regulators need to make it as easy as possible for NGOs to comply with legal or regulatory obligations. Part of this responsibility involves translating the often quite technical law into easy to understand forms of guidance.  NGOs having access to straightforward advice and being able to quickly find out about their responsibilities facilitates greater compliance with the law.

· www.NGOregnet.org


The Charity Commission’s International Programme has set up a website design to help regulators, Governments, NGOs and others to find out more about NGO regulation.  Delegates were encouraged to visit the website and make use of available resources there to help develop their own regulatory systems and share information.

11) The future: next steps nationally and regionally

After spending two days discussing effective regulation and sharing ideas on best practice, delegates welcomed the chance to reflect and discuss what possible next steps might be. Country groups discussed privately how they might take forward ideas at a national level and what first steps might be towards achieving any desired changes. Technical assistance was offered by both the International Programme and the US Department of Justice to help support any ideas.
At a regional level there were some very exciting ideas, including a follow-up conference on regulation (Qatar and UAE both offered to host) and a regional training event.  There was also a detailed proposal, tabled by representatives from the UAE Government, to set up a joint GCC and Charity Commission committee – copy contained in Annex A.  This proposal was welcomed by everyone at the Workshop and considered to be a useful way of taking forward future co-operation on the issue of charity regulation in the region.  A representative for the GCC Council agreed to discuss this on his return to the Secretariat although it was noted that the initiative would be able to work without the GCC Secretariat’s formal involvement. The Charity Commission’s International Programme also supports the proposal and is fully committed to lending its practical support to the initiative.   
12) Closing ceremony
James Shaw-Hamilton said that over the last three days the group had looked at a crucial issue – how to regulate NGOs for the benefit of all, for the benefit of society. The workshop has been a good opportunity to learn from each other and to revisit common challenges and opportunities in an Islamic context. There are many opportunities for a creative, cooperative future.
H.E. Sultan Bin Nasser Al Suwaidi reiterated that this had been an important workshop and an opportunity to learn from each other. He said that the US and UK should take into account the special approach to NGOs in the Gulf region and that all of those involved in NGOs needed to bridge gaps in communication. The Governor looked forward to regular meetings of regulators in the region.
Robert Deane, Deputy High Commissioner of the British Embassy, said that this had been a very successful workshop that had generated good ideas for the future.
Hussein Saeed Al Shaikh said that all participants had learned from each other, seeing charitable work as a noble cause. He concluded that the sector needs support and supervision.
All speakers thanked the joint hosts and the supporters of the workshop.

ANNEX A


Proposal emerging from the Gulf Workshop - 
please find attached.

ANNEX B

List of participants – to follow.  
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