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PART A: GENERAL

Chapter 1

INTRODUCTION

1.01

1.02

1.03

1.04

1.05

1.06

1.07

The Guidelines on Social Exchange Platforms (Guidelines) is issued by the Securities
Commission Malaysia (SC) pursuant to section 377 of the Capital Markets and Services
Act 2007 (CMSA).

The capital market has traditionally served as a means for entities to raise funds to carry
on their business endeavours. These entities are predominantly for-profit entities seeking
to grow and expand their business operations.

Notwithstanding the above, the capital market should also be an avenue to facilitate a
broader spectrum of fundraising activities by various types of entities. This expansion
would enhance the depth and breadth of entities accessing the capital market.

There has been a notable rise in investments and contributions towards projects that
incorporate environmental, social, and governance (ESG) criteria. These projects are
normally undertaken by a non-profit organisation that seeks to deliver meaningful impact
to underserved segments of the economy.

In this regard, a non-profit organisation should also be permitted to raise funds through
the capital market to fund their ESG initiatives. At the same time, donors should have
access and be able to contribute through a transparent regulatory framework that fosters
trust in the fundraising activity.

Set against the above, the Guidelines sets out the requirements relating to fundraising
activities by a non-profit organisation for social impact projects, operationalisation of a
social exchange platform and the ongoing obligations of the relevant parties.

An entity who operates a social exchange platform to facilitate fundraising by a non-profit
organisation in relation to social impact projects, in accordance with the requirements
under the Guidelines, is specified to be a capital market service provider for the purposes
of section 76A of the CMSA.



Chapter 2
APPLICABILITY

2.01 The Guidelines apply to—
(a) an entity intending to operate a social exchange platform; and

(b) a non-profit organisation seeking to raise funds through the social exchange
platform.

2.02 To assist with the interpretation of the requirements under the Guidelines and their
application, guidance has been provided, where appropriate. Any action or conduct
which departs from the guidance will be taken into consideration in the SC's
assessment on whether a breach of the Guidelines had occurred.

2.03 The SC may, upon application, grant an exemption from or a variation to the
requirements of the Guidelines if the SC is satisfied that—

(@) such variation is not contrary to the intended purpose of the relevant
requirements under the Guidelines; or

(b) there are mitigating factors which justify the said exemption or variation.



Chapter 3

RELATED PROVISIONS

3.01 The Guidelines must be read together with other relevant laws and guidelines
including laws administered by the Inland Revenue Board of Malaysia.

Guidance to paragraph 3.01

A non-profit organisation should comply with all the requirements that are applicable
to the non-profit organisation as an approved institute, organisation or fund
registered with the Inland Revenue Board of Malaysia under subsection 44(6) of the
Income Tax Act 1967.

For example, the non-profit organisation should comply with the requirements
relating to the types of activities that an approved institute, organisation or fund is
permitted to carry out, including the issuance of receipts to donors and reporting
requirements to the Inland Revenue Board of Malaysia.

The Guidelines are in addition to the requirements imposed by the Inland Revenue
Board of Malaysia and a non-profit organisation is expected to comply with both sets
of requirements accordingly.

3.02 The Guidelines are in addition to and not in derogation of any requirements provided
for under securities laws or any other guidelines issued by the SC.



Chapter 4

DEFINITIONS

Unless otherwise defined, all words used under the Guidelines shall have the same meaning
as defined in the CMSA. Under the Guidelines, unless the context otherwise requires—

board

controller

director

donor

fit and proper

non-profit organisation
(NPO)

senior management

social exchange
platform (SEP)

social exchange
platform operator
(SEP operator)

social impact project

social impact report

means the board of directors;

has the same meaning as provided under subsection 60(7) of the
CMSA;

has the same meaning assigned to it under the Companies Act
2016;

means any person who contributes a gift of money to an NPO
through an SEP;

refers to the criteria as set out under Appendix 5;

means an entity which is not operated or conducted primarily for
profit;

means—

(@) a person, other than a director, by whatever name called,
having the authority and responsibility for planning,
directing or controlling the activities of the entity, including
the chief executive, chief financial officer and chief of
operations; and

(b) any other person performing any function as may be
specified by the SC;

means an electronic platform operated by an SEP operator that
facilitates fundraising by an NPO in relation to a social impact

project;

means an entity registered by the SC to operate an SEP;

means any project specified under Appendix 1;

means the report issued by an NPO in accordance with the
requirements under Appendix 3; and



utilisation of funds means the report issued by an NPO in accordance with the
report requirements under Appendix 2.



PART B: SOCIAL EXCHANGE PLATFORM OPERATOR
Chapter 5

REQUIREMENTS FOR REGISTRATION AND APPLICATION

5.01 An entity who seeks registration with the SC to operate an SEP to facilitate fundraising
by an NPO in relation to a social impact project, must comply with the requirements
under the Guidelines.

5.02 A platform operator must not—

(@) take or use or by inference adopt the name, title or description of “social
exchange platform”; or

(b) hold itself out as an operator of such “social exchange platform”,
unless it is registered with the SC under the Guidelines.
Registration

5.03 The SC may register an applicant as an SEP operator, subject to the applicant satisfying
the criteria for registration as set out under the Guidelines.

5.04 An application for registration as an SEP operator must be made by the entity intending
to operate the SEP.

Application

5.05 An applicant is required to submit to the SC the relevant forms and documents as
specified on the SC’s website and any other information as may be required by the SC.

5.06 An applicant must consult the SC prior to making an application for registration and
provide the SC with sufficient information and documents to ensure a meaningful
discussion.

5.07 In the case where an applicant is regulated by another regulator, the applicant must
also submit to the SC a no objection or approval letter from the relevant regulator
when making the application to the SC.

5.08 An applicant must ensure that the application submitted pursuant to paragraph 5.05
is accompanied with the prescribed fees.



5.09 Any application submitted under the Guidelines to the SC must be in—
(@) a hard copy; and
(b) an electronic copy, in a text-searchable format,
and addressed to:
Chairman
Securities Commission Malaysia
3 Persiaran Bukit Kiara
Bukit Kiara
50490 Kuala Lumpur

(Attention: Office of the Chairman)

5.10 All softcopy documents shall be submitted to the SC via email to
SEPapplication@seccom.com.my.



mailto:SE@seccom.com.my

Chapter 6

FINANCIAL REQUIREMENTS
6.01 An SEP operator must have a minimum—
(@) paid-up share capital of RM500,000; and
(b) shareholders’ funds of RM500,000 which must be maintained at all times.
6.02 Notwithstanding paragraph 6.01, the SC may at any time impose additional financial

requirements on an SEP operator that commensurate with the nature, operations and
risks posed by the SEP operator.



Chapter 7

CRITERIA FOR REGISTRATION

7.01

7.02

The SC may register an applicant as an SEP operator, if the SC is satisfied that all the
following requirements are fulfilled:

(a)
(b)
(c)

(d)

(e)

Q)

9)

The applicant is a locally incorporated company with operations in Malaysia;
The applicant, its directors, controller and responsible person are fit and proper;

The applicant will appoint at least one responsible person as required under
Chapter 8 of the Guidelines;

The applicant will be able to carry out its obligations as set out under the
Guidelines;

The applicant will be able to manage risks associated with its business and
operations including demonstrating the processes and contingency
arrangements in the event the applicant is unable to carry out its operations;

The applicant has sufficient financial, human and other resources for its
operations at all times; and

The applicant has appropriate security arrangements, taking into account the
scale of its operations and risks, which include maintaining a secured operating
environment in accordance with the relevant requirements under the Guidelines
on Technology Risk Management.

Before an SEP operator is allowed to commence operations of an SEP, the SEP operator
must submit to the SC—

(@)

(b)

a written declaration by the SEP operator’s board and responsible person in the
format as specified on the SC’s website confirming that the SEP operator has, in
relation to the SEP—

(i) adequate security measures, system capacity, business continuity plan
and procedures, risk management, data integrity and
confidentiality, record keeping and audit trail, for daily operations and
to meet emergencies;

(i) sufficient information technology (IT) and technical support
arrangements which include system readiness; and

a copy of its finalised rules as specified under subparagraph 9.02(b).



Chapter 8

DIRECTORS AND RESPONSIBLE PERSON

8.01

8.02

8.03

8.04

An SEP operator must ensure that its directors and responsible person are fit and
proper and are suitably qualified.

An SEP operator must notify the SC in writing of any appointment of a director or
responsible person, within such time as specified by the SC or prior to any public
announcement on the appointment of a director or responsible person, whichever is
earlier.

Where a director or responsible person is no longer fit and proper to hold office, an
SEP operator must ensure that such director or responsible person vacates his office
immediately.

An SEP operator must immediately notify the SC of a director or responsible person’s
disqualification or when the position is vacated.

Responsible person

8.05

8.06

8.07

8.08

8.09

8.10

8.11

An SEP operator must at all times have at least one responsible person.

The responsible person must be appointed from an SEP operator’s senior management
and be primarily responsible for the operations or financial management of the SEP
operator.

An SEP operator must ensure that the responsible person has the relevant experience
in carrying out due diligence, assessment on social impact projects and fundraising or
such other relevant experience.

The SC’s prior approval is required for the appointment of a responsible person.

At all times, the responsible person or where there is more than one responsible
person, the identified responsible person must undertake the role of the main contact
person for the purpose of liaising with the SC and perform any duty as may be directed
by the SC.

An SEP operator must take the necessary steps to ensure that any vacancy of the
position of responsible person shall be filled within six months from the date of
vacancy.

For purposes of paragraph 8.10, as an interim measure, an SEP operator must identify
a relevant person to take on and be responsible for the functions of the responsible

person during the period of vacancy.
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Chapter 9

OBLIGATIONS OF SOCIAL EXCHANGE PLATFORM OPERATOR

9.01

9.02

An SEP operator, in determining whether to approve an NPO to raise funds through
an SEP, must carry out due diligence and critical assessment on the NPO and the social
impact project to be carried out by the NPO, including to—

(a)

(b)

(©)

(d)

understand and verify the operation of the NPO to ensure that the NPO does not
engage in any practices appearing to be deceitful, oppressive or improper,
whether lawful or not;

assess and verify that the NPO meets the eligibility criteria as set out under the
Guidelines;

give effect to the requirements under Part VIA of the Anti-Money Laundering,
Anti-Terrorism Financing and Proceeds of Unlawful Activities Act 2001, the Anti-
Money Laundering, Anti-Terrorism Financing and Proceed of Unlawful Activities
(Declaration of Specified Entities and Reporting Requirements) Order and the
Anti-Money Laundering and Anti-Terrorism Financing (Security Council
Resolutions) (Al-Qaida and Taliban) Order 2011; and

assess the viability of the social impact projects to be carried out by the NPO and
sufficiency of the disclosures relating to the social impact project.

In addition, an SEP operator must—

(@
(b)

(©)
(d)
(e)

()

ensure that the SEP is operating in an orderly, fair and transparent manner;
have in place rules and procedures relating to the SEP and the fundraising
exercise including, among others, rules relating to an NPO and the social impact
projects, requirements relating to the fundraising activities including specifying
the reasonable fundraising period and disclosures, as well as the reporting
requirements;

monitor and ensure the NPO’s compliance with the rules of the SEP operator;

ensure that all fees and charges payable are fair, reasonable and transparent;

ensure that the payment of funds from donors through the SEP must be made
from an account maintained with a licensed Malaysian financial institution;

ensure that its systems facilitate the direct payment of funds from donors to the
NPO through the SEP;

11



9)
(h)

(i)

@)

(k)

(0

(m)

()

take all reasonable steps to ensure fair treatment of the NPO and donors;

take all reasonable steps to monitor the utilisation of the funds raised by the NPO
is in accordance with the disclosures made in relation to the social impact project;

take all reasonable measures to avoid situations that are likely to result in a direct
or indirect conflict of interest with the NPO;

establish and maintain controls, policies and procedures to—

(i) provide a clear line of reporting, authorisation and proper segregation of
functions;

(i) implement anti-corruption and whistleblowing measures that are
appropriate to the nature, scale and complexity of its business;

(iii)  identify, monitor, manage and mitigate technology risks in its operating
environment;

(iv) effectively and efficiently identify, monitor, manage and mitigate
situations and potential situations which may give rise to conflicts of
interest; and

(v) ensure that the SEP operator complies with the requirements of securities
laws, the Guidelines, any other relevant guidelines issued by the SC,
including any direction issued or any term or condition imposed by the
SC;

in the event of any systems error, failure or malfunction, take all necessary and
immediate appropriate actions to mitigate any potential losses;

obtain the SC's prior approval in circumstances where any proposed change in
the direct or indirect shareholding of the SEP operator will result in any change

in the controller of the SEP operator;

notify the SC at least 14 days before effecting any change in the shareholders of
the SEP operator;

immediately notify the SC—

(i) of any material change to the SEP operator, NPO or social impact project
including the following matters:

A. The discovery of a false or misleading statement in any
disclosure in relation to the NPO or the social impact project;

12



B.  The discovery of any material omission of information that may
affect donors;

C.  Any material development in the circumstances relating to the
NPO or the social impact project; and

(i) of the occurrence of any event which would trigger the activation or
execution of the business continuity plan of the SEP operator, in such
form and manner as may be specified by the SC;

(o) retain for a minimum period of seven years—

(i) all records pertaining to the NPQ'’s application to participate on the SEP
and all reports submitted by the NPO under paragraphs 14.14 to 14.22
of the Guidelines;

(i)  all records of transactions relating to donors; and

(ii)  all records that sufficiently explain the financial position and the business
of the SEP operator;

(p) provide to the SC access to any information or documents required to be
maintained under the Guidelines and disclose any other information or

documents as the SC may require; and

(q) carry out any other actions, duties or responsibilities as may be specified by the
SC.

9.03 Notwithstanding subparagraph 9.02(b), any proposed rules of an SEP operator or any
proposed amendments to its existing rules shall not have effect unless it has been
approved by the SC.

9.04 In relation to the disclosure of information or documents, an SEP operator must—

(a) disclose and display prominently on a SEP, any relevant information relating to
an NPO and the social impact project including—

(i) the objective or purpose of the fundraising exercise, including detailed
information on the social impact project to be carried out by the NPO;

(i)  detailed measurable social impact targets which will be achieved in
relation to the social impact project;

(iii)  detailed description of the sustainability and scalability of the social
impact project;

13



(iv)

v)

(vi)

(vii)

(viii)
(ix)

(x)
(xi)

(xii)

(xiii)

(xiv)

education materials, including comparative information where necessary;

brief description of the NPO’s organisational chart, board, board of
trustees (if applicable), chief executive officer (or equivalent), key
personnel, advisers (if relevant) and patrons (if relevant), including
name, designation, nationality, address, biodata/professional
qualifications and related experience;

any situations of actual or potential conflict of interest involving the direct
and indirect interest of the directors, senior management, key personnel,
advisers and patrons of the NPO;

information on processes and contingency arrangements in the event
that the NPO is unable to carry out its operations or cessation of the
social impact project;

information on rights of donors on the SEP;

information on the relevant procedures relating to complaints handling or
dispute resolution in relation to donors and the NPO;

audited financial statements for the last three financial years of the NPO;

the targeted amount to be raised, including the amount allocated to fund
operation costs of the NPO, and subsequent use and application of the
funds illustrated in a scheduled timeline for drawdown and utilisation of
funds (schedule of funds);

risk warning statements and risk factors that donors may require in
making a decision whether to contribute in the fundraising of the NPO on
the SEP;

any material changes that are affecting the social impact project or the
NPO;

the following statement which must be highlighted in a bold and
prominent colour:

"This document has not been reviewed by the Securities
Commission Malaysia. The Securities Commission Malaysia does
not recommend nor assume responsibility for any information
including any statement, opinion or report disclosed in relation
to this fundraising exercise and makes no representation as to
its accuracy or completeness. The Securities Commission
Malaysia expressly disclaims any liability whatsoever for any

14



loss incurred howsoever arising from or in reliance upon the
whole or any part of the information disclosed.”;

(xv) utilisation of funds report and its accompanying verification report by the
external auditor within seven days after receiving the reports from the
NPO; and

(xvi)  social impact report and its accompanying verification report by an
external reviewer, within seven days after receiving the reports from the

NPO;

(b) ensure that all disclosures by the NPO are not false or misleading, or contain any
material omission; and

(c) disclose any information or provide any document to the SC as the SC may
require.

Board’s obligations
9.05 The board of an SEP operator must, among others—
(@) ensure that the SEP operator complies with the following:

(i)  Requirements of securities laws, the Guidelines and any other relevant
guidelines issued by the SC; and

(i) Any direction issued or any term or condition imposed by the SC;
(b) ensure the responsible person carries out his responsibilities and duties;

(c) review and adopt the appropriate controls, policies and procedures to manage
the risks associated with its business and operations;

(d) ensure the SEP operator has in place controls, policies and procedures to, among
others—

(i) effectively and efficiently manage actual and potential conflicts of
interest;

(i) implement anti-corruption and whistleblowing measures that are
appropriate to the nature, scale and complexity of its business;

(iii)  deal with complaints relating to the operations of the SEP or relating to
the NPO and donors;

15



(e) ensure that the SEP operator has the relevant capabilities and sufficient
resources to undertake its business, including technological capabilities and
support;

(f) approve and oversee all key policies including those relating to risk management
and internal controls;

(g) ensure all controls, policies and procedures are continuously reviewed so that
they remain relevant and effective, taking into consideration developments in its
business and operations; and

(h) immediately notify the SC—

(i) of any irregularity or breach of any provision of securities laws, the
Guidelines, any other relevant guidelines issued by the SC, including any
direction issued or any term or condition imposed by the SC or rules of
the SEP operator, including any alleged or suspected violations by the
SEP operator, NPO or donors;

(i) of any material change in the information submitted to the SC; or

(ii)  if it becomes aware of any matter which adversely affects or is likely to
adversely affect its ability to meet its obligations.

Senior management’s obligations
9.06 The senior management must, among others—

(@) implement and monitor the effectiveness of the controls, policies and procedures
approved by the board;

(b) manage risks associated with the business of the SEP operator including
performing periodic evaluation of its risk management process;

(c) frequently and adequately apprise the board of the SEP operator on the
operations of the SEP operator and the SEP; and

(d) ensure that records are accurate, properly secured and retained in accordance
with the relevant requirements.

Risk management
9.07 An SEP operator must establish a risk management framework to identify, assess,

monitor, control and report all material risks to which the SEP operator could be
exposed.

16



9.08

9.09

9.10

9.11

9.12

An SEP operator must, among others—

(@) ensure that its systems are designed to ensure security resiliency and operational
reliability, including having adequate capacity taking into account the scale of its
operations and risks, in accordance with the relevant requirements under the
Guidelines on Technology Risk Management;

(b) establish a robust risk management framework with appropriate systems,
policies, procedures and controls to identify, monitor, mitigate and manage all
material risks;

(c) have in place clearly defined roles and responsibilities for addressing material
risks;

(d) have in place clearly defined operational reliability objectives and policies that
are designed to achieve those objectives; and

(e) have a comprehensive physical and information security policy that addresses all
potential vulnerabilities and threats.

An SEP operator must have a business continuity plan that addresses events posing a
significant risk of disrupting operations.

Guidance to paragraph 9.09

Among others, the business continuity plan should incorporate the use of a
secondary site and should be designed to ensure that critical IT systems can resume
operations within reasonable recovery time objectives following disruptive events.

A SEP operator must carry out periodic reviews, audits and testing on systems,
controls, policies and procedures relating to risk management and its business
continuity plan.

A SEP operator must appoint an external auditor that is registered with the Audit
Oversight Board, to conduct an audit on the annual financial statements of the SEP
operator and carry out periodic reviews on the SEP operator’s internal controls,
processes and systems to ensure proper management of conflicts of interest which
commensurate with its business and operations.

An SEP operator must comply with all its obligations set out under the Guidelines for

so long as it is registered as an SEP operator, even during the period when the SEP
operator is suspended or has ceased its business or operations.

17



Chapter 10

REPORTING REQUIREMENTS
10.01 An SEP operator must submit to the SC the following:

(@) An annual compliance report setting out the SEP operator’s compliance with the
conditions imposed by the SC pursuant to the registration of the SEP operator;

(b) Its latest audited financial statements, within three months after the close of
each financial year or such period that the SC may allow; and

(@) Any information required by the SC relating to the NPO and the fundraising
conducted through the SEP in the form and manner as may be specified by the
SC.

10.02 An SEP operator must comply with all reporting obligations and submit accurate
reporting to the SC in a timely manner.

18



Chapter 11
CESSATION OF BUSINESS OR OPERATIONS

11.01 An SEP operator shall not cease its business or operations without prior engagement
with the SC.

11.02 The SC may issue a direction or impose any term or condition for the purposes of
ensuring the orderly cessation of the business or operations of the SEP operator.

11.03 The cessation of business or operations of the SEP operator will not take effect until
the SC is satisfied that all the requirements stated in the securities laws, the Guidelines,
any other relevant guidelines issued by the SC, including any direction issued or any
term or condition imposed by the SC and any other relevant laws or requirements,
have been fulfilled.

19



Chapter 12

WITHDRAWAL OF REGISTRATION
12.01 The SC may withdraw the registration of an SEP operator if—
(@) the SC finds that, at any time, the SEP operator has submitted to the SC any
material information or statement which is false or misleading or which there is
a material omission;
(b) the SEP operator fails to meet the requirements as provided in securities laws,
the Guidelines, any other relevant guidelines issued by the SC, including any

direction issued or any term or condition imposed by the SC;

(c) the SEP operator fails to commence or ceases to carry on the business or
operations for which it was registered for six consecutive months; or

(d) the SEP operator fails to pay any fee prescribed by the SC.

12.02 An SEP operator may, by notice in writing, apply to the SC to withdraw its registration
and provide reasons for its withdrawal.

12.03 The withdrawal of an SEP operator’s registration shall not—

(a) take effect until the SC is satisfied that adequate arrangements have been made
to meet all the liabilities and obligations of the SEP operator that are outstanding
at the time the notice of the withdrawal is given; and

(b) operate so as to—

(i) avoid or affect any agreement, transaction or arrangement entered into
by the SEP operator, whether the agreement, transaction or arrangement

was entered into before or after the withdrawal of the registration; or

(i) affect any right, obligation or liability arising under any such agreement,
transaction or arrangement.

20



Chapter 13
POWER OF THE SC IN RELATION TO SOCIAL EXCHANGE PLATFORM OPERATOR
Power of the SC to impose additional requirements

13.01 The SC may at any time vary, add or remove any requirements or terms and conditions
on an SEP operator that commensurate with the nature, operations and risks posed by
the SEP operator.

Power of the SC to issue directions

13.02 The SC may issue a direction to an SEP operator, the SEP operator’s board, any of the
SEP operator’s senior management or any other relevant person if the SC—

(a) s satisfied that it is necessary or expedient for the—

(i) purposes of ensuring fair and orderly operations of the SEP operator or
the SEP; or

(i) protection of the NPOs, donors, or it is in the public interest; or
(b) is of the opinion that the social impact project is no longer viable or sustainable.
13.03 A direction under paragraph 13.02 may include a direction—
(a) not to deal in or transfer the funds of the donors to any other person;
(b) not to solicit business from any person;

(c) to cease or refrain from committing an act or pursuing a course of conduct or
activity;

(d) to do any act, in relation to its business, affairs or property as the SC deems
necessary;

(e) to give effect to any requirement under securities laws, the Guidelines or any
other guidelines issued by the SC, including any direction issued or any term or
condition imposed by the SC;

(f)  to remove any director, controller or responsible person, where—

(i) such person is not fit and proper; or

21



(i) it would be contrary to public interest for such person to continue to hold
the position of director, controller or responsible person; or

(9) on any other matter as the SC considers necessary.

13.04 The SC may conduct periodic assessment of an SEP operator’s compliance with any of
its regulatory obligations, and request documents or other assistance as required.

13.05 A direction issued under this chapter must be complied with and nothing under the
Guidelines shall preclude the SC from exercising its powers under securities laws.
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PART C: NON-PROFIT ORGANISATION
Chapter 14

ELIGIBILITY REQUIREMENTS

14.01 An NPO that wishes to raise funds through an SEP must comply with the requirements
under this Part.

14.02 An NPO seeking to raise funds through an SEP—
(@) must be locally incorporated as—

(i) a company limited by guarantee registered under the Companies Act
2016;

(i) an entity registered under the Societies Act 1966, or
(iii)  an entity registered under the T7rustees (Incorporation) Act 1952,

that is an approved entity registered under subsection 44(6) of the Income Tax
Act 1967: and

(b) s carrying out a social impact project as set out under Appendix 1.
NPO'’s board of directors, controller and key personnel

14.03 An NPO’s board must, at all times, have at least two directors whose principal or only
place of residence is in Malaysia.

14.04 An NPO must ensure that its directors, controller and key personnel are fit and proper
at all times.

Operation track record
14.05 An NPO must—
(@) have been in continuous operation for a minimum of three years; and

(b) have carried out at least 70% of its activities relating to the social impact
projects.

14.06 The NPO must, at all times, have a minimum of two full-time employees.
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14.07 The NPO must have—
(@) a minimum annual spending of RM100,000 in the past three financial years; and

(b) received a minimum annual funding of RM10,000 in the past three financial
years.

Fundraising conditions

14.08 An NPO may only raise funds for a social impact project with a maximum project
duration of five years.

14.09 An NPO must not utilise more than 20% of the amount raised through the SEP to fund
its operating costs in managing the social impact project.

Guidance to paragraph 14.09

The operating costs in managing the social impact project may, among others,
include:

(a) The SEP operator’s fees;
(b) Legal fees;
(c) Fees for the verification of the utilisation of funds report; and

(d) Fees for the verification of the social impact report.

Segregated account

14.10 An NPO must ensure that the funds raised through the SEP are properly segregated
and safeguarded from conversion or inappropriate use by any person until the
completion of the social impact project.

14.11 An NPO must—

(@) establish and maintain in a licensed Malaysian financial institution one or more
trust accounts, designated for the monies received from donors in respect of the
social impact project; and

(b) establish systems and controls for maintaining an accurate and up to date

records of donors and monies received from the donors for the social impact
project.
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Disclosure requirements

14.12 An NPO proposing to be hosted on the SEP must disclose the information set out in
paragraph 14.13—

(@)

(b)

in a fair, accurate and clear manner and must not contain any material
information or statement which is false or misleading or from which there is a
material omission; and

to enable donors to make an informed assessment on the fundraising exercise.

14.13 An NPO proposing to be hosted on the SEP must submit the relevant information to
the SEP operator, including the following:

(a)

(b)

(©

(d)

(e)

Q)

9)

The objective or purpose of the fundraising exercise, including detailed
information on the social impact project to be carried out by the NPO;

Detailed measurable social impact targets which will be achieved in relation to
the social impact project;

Detailed description of the sustainability and scalability of the social impact
project;

Brief description of the NPO’s organisational chart, board, board of trustees (if
applicable), chief executive officer (or equivalent), key personnel, advisers (if
relevant) and patrons (if relevant), including name, designation, nationality,
address, biodata/professional qualifications and related experience;

Any situations of actual or potential conflict of interest involving the direct and
indirect interest of the directors, senior management, key personnel, advisers
and patrons of the NPO and actions taken to address or mitigate them;

The targeted amount to be raised, including the amount allocated to fund
operation costs of the NPO, and subsequent use and application of the funds
illustrated in a scheduled timeline for drawdown and utilisation of funds
(schedule of funds); and

Audited financial statements for the last three financial years of the NPO.

Utilisation of funds report

14.14 An NPO that has raised funds through the SEP must submit to the SEP operator an
utilisation of funds report, that is prepared on a quarterly basis as set out under
Appendix 2, no later than seven days after the end of each quarter of the financial
year, including—
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14.15

14.16

(@) confirmation that the utilisation of the funds raised is in accordance with the
disclosures made in relation to the social impact project; and

(b) where there is a change to the utilisation of funds raised, details and reason for
the change.

An NPO must submit to the SEP operator an utilisation of funds report, that is prepared
on a yearly basis as set out under Appendix 2, no later than three months after the
end of the financial year, on the actual utilisation of funds as stated in paragraph
14.14.

The utilisation of funds reports under paragraph 14.15 must be audited by an external
auditor that is registered with the Audit Oversight Board.

Social impact report

14.17

14.18

An NPO must submit to an SEP operator a social impact report, within three months
from the completion of a social impact project, as set out under Appendix 3.

In the case of a social impact project with a project duration of more than one year,
an NPO must submit the social impact report to an SEP operator on an annual basis
within three months from the anniversary date of the commencement of the social
impact project.

Guidance to paragraphs 14.17 and 14.18

For example, an NPO carries out a social impact project with a duration of two and
a half years. Assuming the social impact project commenced in January 2026 and
ended in June 2028, the NPO should submit an annual social impact report by April
2027 and April 2028, and a final report upon completion of the social impact project
by September 2028.

External reviewer for social impact report

14.19

14.20

14.21

An NPO must appoint an external reviewer to verify that the social impact report is in
compliance with the requirements under the Guidelines.

The external reviewer must possess the relevant expertise and experience in assessing
the social impact projects.

The external reviewer’s relevant credentials and the scope of the review conducted
must be disclosed in the external review report.
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14.22 The external review report must be submitted to an SEP operator together with the
submission of the social impact report.

Communication with the donors and the SEP operator

14.23 An NPO must ensure that there is effective, transparent and regular communication
with the SEP operator and its donors, including providing regular updates on the
progress of the social impact project, including any material changes, until the
completion of the project.

Marketing and promotion

14.24 An NPO must ensure that all information disseminated for marketing or promotion
purposes is—

(a) fair, accurate, clear and must not contain any material information or statement
which is false or misleading or from which there is a material omission; and

(b) consistent with the disclosures made relating to the social impact projects on the
SEP.

14.25 The disseminated information must not mislead or attempt to mislead the public that
the SC is associated or has endorsed the NPO and its activities.

Application for Registration

14.26 An NPO is required to submit to an SEP operator the relevant forms and documents
as specified by the SEP operator and any other information as may be required by the
SEP operator.

14.27 An NPO may consult an SEP operator prior to making an application to be hosted on

the SEP and provide the SEP operator with sufficient information and documents to
ensure a meaningful discussion.
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Chapter 15

OBLIGATIONS OF NON-PROFIT ORGANISATION
General
15.01 An NPO must—
(@) comply with the applicable requirements of the Guidelines at all times;
(b) ensure that all information submitted or disclosed is true and accurate and shall
not contain any information or statement which is false or misleading, or from

which there is material omission; and

(c) immediately notify the SEP operator and the SC of any failure to comply with any
requirement of the Guidelines.

15.02 An NPO must provide to the SC any information or assistance relating to the
social impact projects as the SC deems necessary.

15.03 An NPO must inform the SEP operator immediately—
(a) where any of its directors, controller or key personnel are no longer fit and proper
and where any of the directors, controller or key personnel have resigned or

vacated their position;

(b) of changes to the board, including the basis for the changes and its implications
to the NPO and the social impact project;

(c) where any litigation has been instituted or court decision obtained against the
NPO; and

(d) any other event or information that may materially affect its ability to carry out
its operations or the social impact project.

Cessation of Operations

15.04 An NPO that intends to cease its operations must ensure proper arrangements are in
place and immediately notify an SEP operator of its intention to cease business.

15.05 The cessation of business may not take effect until an SEP operator is satisfied that all

adequate arrangements have been made to meet all the liabilities and obligations of
the NPO that are outstanding.
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Risk Management

15.06 An NPO must be able to manage risks associated with its business and operations
including demonstrating the processes and contingency arrangements in the event the
applicant is unable to carry out its operations.

Records and Data Management

15.07 An NPO must retain all relevant information and documents related to the social impact
projects for a period of seven years from the date the information or documents are

submitted to an SEP operator.

15.08 An NPO must maintain proper records to enable true and fair financial statements to
be prepared.

15.09 An NPO must have controls in place to ensure that confidentiality of information is
maintained and protected at all times.

15.10 An NPO must ensure that records are kept in such manner that enables it to be properly
audited.
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Chapter 16

POWER OF THE SC IN RELATION TO NON-PROFIT ORGANISATION

Power of the SC to impose additional requirements

16.01

The SC may at any time vary, add or remove any requirements or terms and conditions
on an NPO that is commensurate with the nature, operations and risks posed by the
NPO.

Power of the SC to issue directions

16.02

The SC may, at any time, issue a direction to an NPO, the NPO’s board, any of the
NPQ'’s directors, any of the NPQO'’s senior management or any other relevant person, if
the SC—

(a) s satisfied that it is necessary or expedient for the protection of donors, or in
the public interest; or

(b) is of the opinion that the social impact project is no longer viable or sustainable.

16.03 A direction issued under paragraph 16.02 may include a direction—

16.04

(@) not to deal or transfer funds to any other person;

(b) to cease or refrain from committing an act or pursuing a course of conduct or
activity;

(c) to do any act, in relation to its project, affairs or property as the SC deems
necessary;

(d) to give effect to any requirement of the securities laws, the Guidelines and any
other guidelines issued by the SC;

(e) to remove any director, controller or key personnel, where—
(i) such person is not fit and proper; or

(ii) it would be contrary to public interest for such person to continue to hold
the position of director, controller or key personnel; or

(f)  on any other matter as the SC considers necessary.

A direction issued under this chapter must be complied with and nothing in this chapter
shall preclude the SC from exercising its powers under securities laws.
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APPENDIX 1

SOCIAL IMPACT PROJECT CATEGORIES

An NPO must ensure that the social impact project is carried out in Malaysia, and is aligned
with any of the following social impact project categories:

1. Social Welfare

(a)
(b)
(c)
(d)
(e)
()

9

Promoting healthcare and supporting healthcare needs (including mental health)
for less privileged and vulnerable communities.

Eradicating hunger and malnutrition for less privileged and vulnerable
communities.

Promoting education, provision of scholarships, exhibitions, or prizes for
individuals in educational, research, or similar work.

Supporting services for senior citizens who are less privileged and/or in the
vulnerable communities.

Promoting livelihoods of B40, Orang Asli and other vulnerable communities for
both rural and urban.

Promoting religious causes through the construction, improvement, purchase or
maintenance of buildings for religious worship in Malaysia, and through the
provision or management of related facilities and activities.

Promoting support for orphans, children, and those from less privileged families
and vulnerable communities.

2. Cultural Preservation and Heritage

(a)

Protection of national heritage, art, and culture.

3. Environmental Sustainability and Conservation

@
(b)
(©)

Ensuring and promoting conservation or protection of animals.

Ensuring and promoting conservation or protection of the environment.
Disaster management, including relief, rehabilitation, and reconstruction
activities.
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APPENDIX 2

UTILISATION OF FUNDS REPORT

(1) The report must contain the following information:

(@)

(b)

(c)

(d)

(e)

Q)

9)

Brief description of the social impact project being reported, including an NPO’s
project name, brief objectives or purpose, duration, and reporting period of the
social impact project;
The total amount of funds raised through:

(i) The SEP; and

(i) Any other funding sources other than through the SEP;

For each activity undertaken for the social impact project, the NPO must disclose
the following:

(i) Allocation of funds raised for each source of funding; and

(i)  Utilisation of funds raised for each source of funding;

The unutilised amount of funds where such unutilised amount is placed or
pending utilisation;

Timeline of disbursement with reasons for any variations to the initially proposed
timeline;

Percentage breakdown of expenditure (programmatic vs operating expenditure)
for each activity under the social impact project; and

Comparison of budgeted vs actual expenses for each activity under the social
impact project (with justifications for any significant variances).
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APPENDIX 3

SOCIAL IMPACT REPORT

Social impact report for fundraising amount below RM500,000

(1) The report must contain the following information:

(@)

(b)

(c)

(d)

Overview of the social impact project being reported, including an NPO’s name,
the social impact project name, amount of funds raised, objectives and purpose
of the social impact project, and timeline of social impact project (start and end
dates with milestones, and indication if social impact project is one-off or
recurring);

Quantitative and qualitative impact achieved from the completion of the social
impact project, including the key underlying methodology or assumptions used
to determine the impact achieved;

Detailed description of activities undertaken to achieve the social impact project’s
objectives or purposes; and

Briefly describe any significant challenges or adverse events that affected the
social impact project, and the measures taken to address or mitigate them.

Social impact report for fundraising amount more than RM500,000

(2) The report must contain all the information as specified in paragraph (1) above.

(3) The report must also contain the following additional information:

(@)

(b)

(c)

Description on the alignment of the social impact project with sustainable
development goals;

Detailed description of beneficiaries directly and indirectly impacted. Refer to
Appendix 4 for examples; and

Detailed description of significant challenges or adverse events affecting the
social impact project and the actions taken to address or mitigate them.
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APPENDIX 4

SOCIAL IMPACT PROJECTS (EXAMPLES FOR BENEFICIARIES)

Social Impact Projects

1.

Promoting healthcare and
supporting healthcare needs
(including mental health) for
less privileged and vulnerable
communities.

Eradicating hunger and
malnutrition for less privileged
and vulnerable communities.

Promoting education,
provision of scholarships,
exhibitions, or prizes for

individuals in educational,
research, or similar work.

Supporting services for senior

citizens who are less
privileged and/or in the
vulnerable communities.

Promoting livelihoods and

employability of B40, Orang
Asli and other vulnerable
communities for both rural
and urban.

Promoting religious causes
through the construction,
improvement, purchase or
maintenance of buildings for
religious worship in Malaysia,
and through the provision or

management of  related
facilities and activities.
Promoting support for

orphans, children, and those
from less privileged families
and vulnerable communities.

Examples

Reduction in illness rates, number of medical check-ups
provided, patients receiving treatment.

Number of individuals receiving food assistance, quantity of
food distributed, frequency of distribution.

Number of individuals receiving education, number of
individuals receiving scholarships.

Number of seniors receiving support services, improvements
in social engagement levels with senior citizens.

Number of individuals served, number of individuals securing
jobs, socio-economic status of target stakeholders,
geographic setting (e.g., rural, urban) of target stakeholders.

Number of religious programs or services provided in the
building for religious worshjp, number of individuals
participating in religious activities provided in the building for
religious worship.

Number of children receiving educational and health support,
number of families receiving assistance services.
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8.

10.

11.

Protection of national
heritage, art, and culture.

Ensuring and promoting
conservation or protection of
animals.

Ensuring and promoting
conservation or protection of
the environment.

Disaster management,
including relief, rehabilitation,
and reconstruction activities.

Number of sites preserved or restored, number of individuals
participating in cultural programs.

Number of endangered or threatened animals protected,
number of animals rescued, rehabilitated, and released back
into the wild.

Amount of emissions reduced, hectares of land under
conservation, number of biodliversity projects executed.

Number of individuals receiving aid, number of reconstruction
projects finalised, development of disaster preparedness
plans, provision of healthcare services during emergencies.
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APPENDIX 5

FIT AND PROPER CRITERIA

A person is considered to be fit and proper if—

(1) the person—

(a)

(b)

(c)

(d)

(e)

Q)

9)

(h)

(i)

@)

has not been convicted, whether within or outside Malaysia, of an offence
involving fraud or dishonesty or violence or the conviction of which involved a
finding that he acted fraudulently or dishonestly;

has not been convicted, whether within or outside Malaysia, of an offence under
securities laws or any laws relating to capital market;

has not been issued, whether within or outside Malaysia, with any compounds
or subject to any administrative action taken by a regulator or law enforcement
agency for any offence involving bribery, fraud, dishonesty, mismanagement of
a company or violence;

has no pending investigations or criminal charge against him in any court of law,
whether within or outside Malaysia, for an offence involving bribery, fraud,
dishonesty, mismanagement of a company or violence;

has not had any civil enforcement action filed against them in any court of law
by any regulator or law enforcement agency, whether within or outside Malaysia;

is not an undischarged bankrupt or is in the course of being wound up or
otherwise dissolved, as the case may be, whether within or outside Malaysia;

has no execution against him in respect of a judgment debt, whether within or
outside Malaysia;

has not, whether within or outside Malaysia, entered into a compromise or
scheme of arrangement with its creditors, being a compromise or scheme of
arrangement that is still in operation;

is not disqualified to be a director, whether within or outside Malaysia, under the
corporation laws or securities laws;

has not had any receiver, receiver and manager or an equivalent person
appointed, whether within or outside Malaysia, in respect of any of his property;
and

(2) the SC is satisfied that—
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(@)

(b)

(c)

(d)

(e)

Q)

the person is not engaged in any business practices appearing to the SC to be
deceitful, oppressive or otherwise improper, whether unlawful or not, or which
otherwise reflect discredit on his method of conducting business;

the person is not engaged in or has not been associated with any other business
practices or has not conducted himself in such a way as to cast doubt on his
competence and soundness of judgement.

the person is not engaged in or has not been associated with any conduct that
cast doubt on his ability to act in the best interest of investors, having regard to
his reputation, character, financial integrity and reliability;

the person is suitably qualified to assume the position including having the
relevant experience and track record in managing the business and affairs of the
company;

there are no other circumstances which are likely to lead to the improper conduct
of operations by the person, or reflect discredit on the manner the person would

carry out his duties; and

it would not be contrary to public interest to approve, register or nominate the
person.
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