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INTRODUCTION

Acceptance of donations for naming rights (i.e. donations made o condition that

the receiving organization will name a specified “asset”, sueh as a building, a school,
a fund, or even a tree after the donor') is a common fund-raising activity for many
organizations, including non-profit making organizations or charities, schools, and
hospitals. As naming rights are often associdted with recognition of the named donor’s
contribution to the receiving organization, any perceived favouritism or unfairness in
the handling of naming rights would not only invite criticism of impropriety but also

adversely affect the organization”

This Best Practice Checklist is developed from the result of a research on the practices
adopted by some well-established non-profit-making organizations, schools, and
public organizations. It/aims at providing a list of best practices and safeguards for the
management of naming donations. The recommendations in this Checklist are by no
means exhaustive or/prescriptive. Organizations are advised to adopt and adapt the
recommended practices as appropriate to suit their respective organizational structure,
resource capability/and operational needs. They are also advised to read this Checklist
in conjunction with the “Best Practice Checklist: Management of Charities and Fund-

Raising Activities” *.

The Advisory Services Group of the Corruption Prevention Department of
ICAC stands ready to provide free, confidential, and tailor-made corruption
prevention advice to private organizations on request, including the ways
to implement the recommended practices in this Checklist. For further
information, please contact the Group at:

Telephone no. : 2526 6363
Fax no. 12522 0505
Email address : asg@cpd.icac.org.hk

1 . .
A donor may be a person or an organization.

* The Checklist is available for download at: http://wwy.icac.org.hk/en/prevention_and_education/pt/index.html
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Chapter

ESTABLISHING POLICIES AND
GUIDELINES

To ensure that donations for naming rights are properly managed te—avert perception

of unfair handling, the Board or Council overseeing the operation of the organization
should lay down policies and guidelines, covering the following aspects:

[]

15

Ethical conduct and probity requirements in dealing with donations for naming
rights (Chapter 2).

Guiding principles for acceptance of donations for naming rights (Chapter 3).
The types of assets permissible for naming purpose (Chapter 4).

The approving authofities for acceptance of donations for naming rights, terms and
conditions for naming, etc. (Chapter 4).

Policies and guidelines governing the ways to determine the minimum amount of
donation for the various types of assets (Chapter 5).

The methods,/ criteria and procedures for sourcing and selection of potential donors
for the various types of assets (Chapter 6).

The use and/management of the donations received (Chapter 7).

Reminder of other relevant guidelines that should be complied with, for example:

e The Lotteries Fund Manual requires naming of projects funded by the Lotteries
Fund to be approved by the Social Welfare Department.

* In the naming of schools, school sponsoring bodies are required to meet the
stipulated requirements for school registration under the Education Ordinance,
as well as other conditions laid down in the service agreements signed between
the school sponsoring bodies and the Government where applicable. For
the acceptance of donations by schools, School Management Committees /
Incorporated Management Committees are required to follow the requirements
as laid down in the relevant Codes of Aid and / or relevant circulars, where
applicable.



PROBITY GUIDELINES

Z CODE OF CONDUCT AND

It is presumed that organizations have already adopted a Code of uct applicable
to all staff and the Board or Council members of the organization’. Where necessary,
reminders or further guidelines, as those recommended below, should be provided to

those involved in the handling or consideration of-donations for naming rights.

Acceptance of Advantage

[J  Prohibit the staff and the Boar
any personal advantage fro
naming rights.

or Council members from soliciting or accepting
any donors or potential donors for the granting of

Conflict of Interest

[J Require the Board/or Council members and the staff to declare to the Board/
Council and senigr management respectively any actual or perceived conflict of
interest (e.g. the proposed donor is a member or a relative or a close personal friend

of the member)/and properly document the declared interest.

[ Require any Board or Council member or the staff having a conflict of interest to
abstain from fall related deliberation and decision-making processes, and withhold
the sending of any related information (e.g. offers by other donors) to the member /

staff concerned, with proper documentation of the mitigating action taken.

’ See sample at Appendix 1 and Appendix 2 of the.”Best Practice Checklist: Governance and Internal Control in Non-

Governmental Organizations” published by the ICAG:

16



Chapter

GUIDING PRINCIPLES FOR ACCEPTING

In setting the policies for sourcing and acceptance of donation
organizations may take into account the guiding principles

naming rights,
iled below.

XMW Basic Principles

[]

The nature of business or trade of the donor, his profession or reputation,
achievement or contribution towards the society at large, etc. should be taken into
consideration to ensure that it will not have an adverse impact on the objectives or

image of the organization or on the asset / project to be named.
The donor’s source/of wealth (and hence the donation) should not be dubious.

Acceptance of the donation should not place the organization in an obligatory
position to the/donor or any related party (other than granting of the naming right)
and give, or be perceived to give, the donor or any related party an unfair edge over
others in obtaining services from or business dealings with the organization (e.g.
offers of donations from commercial concerns should not be interpreted in any way
as inducements for future business opportunities). For example:

* For schaols, there should be no connection between the donation and any
student’s / student applicant's standing / treatment or possible future standing /
treatment in the school, and schools should not accept donations in any form
from trading operators / suppliers unless under very exceptional circumstances,
with justification of compelling reasons.

* For social\welfare organizations, the donor, or parties related to the donor,
should not\be given preferential treatment in allocating and providing social
services that\would be unfair to other social service applicants / recipients.

Nature and Circumstances of the Donation

17

There should be no other unreasonable conditions attached to the donations other
than the naming right to be granted, or conditions which are incompatible with the
organization’s objectives, or other requirements that may affect the organization’s
ability to perform its functions fullyand impartially.




[ Acceptance of the donation and the granting of the naming right must not cause
embarrassment to the organization or bring it into disrepute.

[J  Acceptance of the donation and granting of the naming right should not give rise to
a conflict of interest or perceived conflict of interest.

Deviations from the Guiding Principles

[J  Organizations should specify the types of assets and values of donations for naming
rights which may warrant deviations from the guiding principles (e.g. the naming of
insignificant assets, such as trees or minor fixtures).

18
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* buildings, community service centres, or facilities, e.g. schools, elderly homes,
rehabilitation centres, campsites, roads, or parks;

* facilities within a building (e.g. halls or function rooms);
o fixed assets within thie building or facilities (e.g. fixtures, equipment, trees); and

* intangible assets or items such as projects or fund.

Lay down policies and guidelines for the management of naming rights, including:

* a schedule of minimum donations or criteria for determining the minimum
donations for different types of assets (Chapter 5);

e the methads for raising donations for naming rights (Chapter 6);

* the need/to consult with relevant stakeholders (e.g. in case of schools, Parent-
Teacher Association, alumni, teachers, etc.) on proposals relating to naming

rights; and

* the approving authorities (e.g. the School Sponsoring Body / School
Management Committee / Incorporated Management Committee / Governing
Body).

Lay down theterms and conditions for different types of assets (e.g. any duration of

the naming, and the naming rights of facilities within a named building).



Chapter 5

To ensure fairness to donors who may show interest in the namin
a building, school) at the same time, the Board/Council sho

[]

[]

of an asset (e.g.

Lay down guidelines (Sections 5.1 & 5.2) for"determining the minimum donations

expected for the various types of assets.
Set out the approving authorities’ for the minimum donations (e.g. major naming

rights to be approved by the Board or Council).

Criteria and Methods for Determining
Minimum Donations

The methods set out below are the criteria and practices adopted by some well-

established organizations:

For a major
minimum donation at a specified percentage of the total cost of the project, capital

oject or asset (e.g. a new building, school, or research centre), set the
work, or acquisition (e.g. 20% to 50%)".

(e.g. a hall, room or laboratory) within a building, set the minimum
donation at|a specified percentage or the whole of its allocated cost (e.g. one
method of allocation would be according to the floor area on a pro rata basis).

For smaller fixed assets or items (e.g. an equipment or furniture), set the minimum
donation at its acquisition cost, or if the cost cannot be estimated (e.g. a tree), a
reasonable sum determined by the appropriate approving authorities.

For intangible items (e.g. a project or programme of study), set the minimum
donation using an‘\objective method as far as practicable (e.g. a percentage of the
set-up and operating\cost incurred in a specified period of time).

* For example, under the General Regulations
return for his / her contribution have the buildin
granted if the donation is not less than 50% of the total project cost.

20

the Government, a donor to a Government building project may, in
roject named after him / her. Such privilege would normally be



;WA Other Factors and Criteria

[
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Lay down guidelines and criteria based on which the laid down minimum
donations may be adjusted to cater for special circumstances or other factors, such
as:

e the nature, purpose and popularity of the asset for naming and characteristics
of its users (e.g. in general, the naming right of a school is more appealing to
donors);

* location of the asset (e.g. a building located at a conspicuous site may attract a
higher amount of donation than one in a remote area);

* prevalent economic situation (e.g. donors may be less generous in a flagging
economy);

* urgency in the need for donation (e.g. a project has an urgent funding problem);

* intangible benefits from the naming (e.g. how the naming, given the donor’s
reputation / status, may benefit the organization, the project, its users, and/or
the community at large);

o the donor’s established long term relationship with and contribution towards
the organization, including his / her past donation track records with the
organization and / or his / her personal involvement in the organization’s
activities; and

e the donor’s achievement and contribution towards the society.

If an organization may consider proposals to name an asset (e.g. a school, a
building) after an individual / organization for special reasons other than monetary
donations (e.g. in recognition of the achievement and contribution of the
individuals / organizations towards the society or the receiving organization), it
should carefully consider justifications for the proposal, e.g. how the naming of the
asset can benefit the users (e.g. in the case of a school, the students) and / or the
community at large. Each case should be considered on its own merits.



5SOURCING AND SELECTION OF

The sourcing and selection of donors for naming rights is a sensiti
organizations approach potential donors direct while oth
process of open or restricted competition. The diffe
take are detailed below.

process. Some
select donors through a
t methods and the measures to

[J  For different types of naming rights, lay down the methods and procedures for

sourcing and selecting donors, which may include:

* open call for donations (Section 6.1);

o appeal to a designated group of potential donors (e.g. the Board or Council
members, persons/nominated by them, all existing donors or sponsors of the
organization, or/those who have expressed interest in donation for naming
rights, etc. (Sections 6.2 & 6.4));

* private invitation to a target donor, or a few prospective donors, one at a time
(this method is usually adopted for major naming rights, e.g. for a new building
or school,/for which the organization considers it necessary to approach
prestigious donors of social standing, one at a time, in order to show respect
and sincerity (Section 6.3)); and / or

* in response to requests only (the organization will not proactively source or
invite donations for certain types of naming rights but may consider the offer
when one is made).

[J  Invite donations for naming rights openly (e.g. on the organization’s website).
[J  Provide the relevant information in the invitation (e.g. the asset or item for naming
right donation, the time frame and method for expression of interest and, the

minimum amount of, donation expected).

[J  Publicize the name of ‘the selected donors and the amount of donations on the
organization’s website afterwards with the consent of the donors.

22




Restricted Invitation

(1 Specify the criteria for selection of potential donors (e.g. restricted to members of
the alumni or existing and past Council members).

[J  Compile a list of the potential donors for approval by the appropriate authority for
sending invitation.

Private Invitation

(1 Lay down the criteria for identification of potential donors for major naming rights
(e.g. buildings and schools), taking into consideration the Guiding Principles
(Chapter 3).

[]  Seek the approval of the Board or Council before approaching the potential
donor(s) identified.

[J  Require the staff responsible to record approaches to single donors, including their
proposed amount of donations and any conditions attached, and seek the Board /
Council’s approval for acceptance.

[J Protect the confidentiality of the invitations and contacts, and restrict the
information to the need-to-know.

Restricted Invitation to Board / Council
Members

It is the policy of some organizations to reserve important naming rights (e.g. of buildings
or schools) for their Board or Council members, in recognition of their contributions to
the organization or as a tradition. The naming rights may also be extended to persons
nominated by the Board or Council members. To ensure such cases are handled in a fair
manner, the Board or Council may take the following points into consideration:

[ Review this policy from time to time to ensure that it is well-justified and most
beneficial to the organization, taking into account the public expectation of
openness and fairness at the time.

23



[]  Lay down clearly the selection criteria (e.g. giving priority to the one more senior
in years of service or the one with well recognized contribution to the organization
or community and the amount of donations offered), and consider the proposed
donations according to these criteria (Section 6.5).

[ Enhance fairness of the process by adopting the recommended practices in the
Checklist, including the setting of the minimum donation for the various types of
assets in accordance with the predetermined criteria (Chapter 5).

[J Take steps to ensure there is a fair process if the Board or Council decides to grant
the naming rights based on the amount of donation offered (e.g. requiring the
potential donors to submit their offers in sealed envelopes to be opened at the same
time by designated staff members of the appropriate level).

Evaluation of Donation Offers

[J  Appoint a panel comprising senior members of staff to consider the donation offers
according to the laid down selection criteria.

[J Seek approval from the Board or Council for acceptance of the offer and any
conditions attached to the donation.

24



MANAGEMENT OF NAMING

The organization should have sound governance and control syste place to ensure

the proper use of all the donations it receives’, including naming donations. In respect

of naming donations, the organization should in parti

[J Lay down policies and guidelines reg
example:

ing the use of the naming donations, for

* donations raised for a stated purpose (e.g. construction of a building) should be
used for the stated purpose only unless with the consent of the donors; and

* donations received by schools should serve for educational purposes, and if the

donation is given to an existing school, it should be specified that the donation
should be given t6 the school and not the School Sponsoring Body.
]  Lay down the

including:

onitoring mechanism on the use of the donations received,

* keep a register setting out the details of the donations received (e.g. donor’s
name, donor’s relation with the organization, date of receiving donations,
purpose of donations, date of approval for receiving donations by approving
authorities, and subsequent disposal of donations);

* ensure the donations are used for the stated purpose; and

* properly|account for the donations received and their use in the organization’s
financial| reports, and for special projects (e.g. a building, school), the project
account.

° It is not the purpose of this Checklist to coveran organization's overall governance and internal control systems. For
this subject, readers may refer to the ICAC publisations: "Best Practice Checklist: Governance and Internal Control

in Non-Governmental Organizations" and "Best Practice Checklist: Governance and Internal Control in Schools".
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DISCLAIMER

The recommendations contained in this Checklist are for general guidance only. The
ICAC will not accept any liability, legal or otherwise, for loss-occasioned to any person
acting or refraining from action as a result of any material in the Checklist.

26




)&E}
& ALY
ICAC

Fh IE & i5 &
BREDE
B AEEE3035%

Corruption Prevention Department
Independent Commission Against Corruption

303 Java Road, North Point, Hong Kong

=
~
@
o]
=
-




