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Approach and scope

This progress report follows up on our previous 
reports on the Charity Commission (the Commission): 
The regulatory effectiveness of the Charity Commission 
(2013) and Follow-up on the Charity Commission (2015). 

It focuses on: 

• the progress that the Commission has made 
since our last report; 

• areas that could be improved; and 

• suggestions for the Commission to consider next. 

This is not a comprehensive audit of the Commission’s 
effectiveness and it does not conclude on the 
outcomes that the Commission is trying to achieve.

The structure of this report aligns with the areas 
in which we made recommendations in our previous 
reports: strategy, regulation of charities and 
sustainability and funding.

Context

The Commission began a transformation programme 
in response to concerns raised by the National  
Audit Office (NAO) and the Committee of Public 
Accounts (the Committee) about its ability to act as 
an effective regulator. This transformation involved 
a number of programmes aimed at improving its 
operational capability, its engagement with the charity 
sector and the sustainability of its funding model.

Methods

We:

• reviewed Committee of Public Accounts reports, 
Treasury minutes, Commission publications and 
related NAO studies;

• completed semi-structured interviews 
with individuals from across the Commission 
and representative organisations from the 
charity sector;

• completed in-depth reviews of documents 
provided by the Commission, including 
reviewing board minutes and audit and 
risk committee minutes; and

• reviewed the use and quality of operational 
and financial data by the Commission.

Introduction
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Summary

The Commission has improved significantly since our initial 2013 report

Our 2013 report The regulatory effectiveness of the 
Charity Commission concluded that the Commission was 
not an effective regulator. Both we and the Committee 
of Public Accounts raised significant concerns about 
the Commission’s strategy, the way it measured its 
performance, its leadership and its regulatory approach 
(not taking a proactive approach, using its powers 
or making decisions based on risk).

Since then, the Commission has carried out 
a transformation programme and has taken action in 
response to our and the Committee’s recommendations 
(Appendix One on page 48).

Our 2015 report Follow-up on the Charity Commission 
found that the Commission was making progress 
with its transformation but it had more work to do. We 
concluded that: “The Commission has made good, early 
progress in addressing all of the recent recommendations 
made by the Committee of Public Acounts (PAC) and 
the NAO. However, much hard work and significant 
challenges lie ahead”. The report considered challenges 
for the Commission, including digital transformation, 
understanding the costs of being an effective regulator 
and managing stakeholders’ expectations.

This work follows up on these areas of challenge and 
progress more generally. We have found that the 
Commission has continued to improve significantly from 
its baseline position in 2013. It has made improvements 
through the transformation programme, embedding a 
culture of continuous improvement and the use of a more 
risk-based approach. These gains have been achieved 
through the commitment of the Commission’s workforce.

The Commission has more to do in planning for an 
uncertain and dynamic future. The focus on improving 
internal structures and processes, although important 
in moving on from the 2013 position, will need to be 
complemented by further collaboration and external 
engagement. This will support future discussions on 
funding and will give the Commission more influence 
over its own agenda. It will need the support of the 
Department for Digital, Culture, Media & Sport (that 
provides, where necessary, ministerial support), the 
sector and other stakeholders to achieve this. Overall, 
the Commission has almost completed its Transform 
programme and it is now vital that it keeps up 
the momentum of change and embeds a culture 
of continuous improvement.
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Summary

Key findings

Strategy, business objectives, performance 
measurement, board and leadership

• The Commission made progress by setting a 
strategy that provides more clarity about how 
it will achieve its objectives. The Commission’s 
strategic plan for 2015–2018 sets out the aims 
of the Commission and how it will achieve them. 
The plan now aligns clearly with the Commission’s 
statutory objectives.

• The link between key performance indicators 
(KPIs) and statutory objectives has improved, 
but reporting could be better. The Commission 
has made progress in aligning its KPIs with its 
statutory objectives and strategic priorities. However, 
the Commission could improve its reporting of 
KPIs, for example by including a narrative for each 
indicator in its annual report.

• The KPIs perform well against good practice 
criteria but the Commission needs to look to 
stabilising measures. The Commission scored 
well across the three areas of our maturity model for 
measuring performance: developing a framework; 
reporting performance information; and using 
the framework. One area of weakness was the 
level of change to its top 20 KPIs (only 10 of the 
2014-15 KPIs still exist in some form in May 2017).  
 

The changes were to provide better alignment 
with the Commission’s changed business priorities 
and activities in the short term.

• The board’s governance and effectiveness 
has improved. The board has strengthened its 
governance by bringing in more skills, for example in 
change management and digital. We found that the 
board is becoming more strategic, but it is important 
that it continues on this trajectory. 

Transformation

• The scope of the Commission’s transformation 
has widened to become more ambitious and 
proactive. The Commission widened the scope of 
its transformation programme with a greater focus 
on digital and more non-digital transformation, 
for example staff training and development. 
In September 2015, the Commission reviewed and 
revised the programme to identify interdependencies, 
reprioritise projects and strengthen governance. 

• As the Transform programme’s scope has 
expanded and the delivery timetable has 
matured, this has resulted in a budget increase. 
The budget for the programme has increased from 
£8 million (over three financial years to March 2017) 
to a forecast £12 million (over four financial years 
to January 2018). The Commission is funding the 
increase from its existing core budget. 

• Progress with digital transformation has 
been good and greater opportunities exist 
going forward. The Commission has made a 
significant investment in digital transformation, 
which aims to make its regulatory activities more 
effective and efficient. Its focus on getting its 
information in a format it can use rather than just 
updating the software that the staff interact with 
is the right one. The Commission is making up 
for prior underinvestment in digital that has left it 
with challenging legacy systems and information 
in a format that is hard to use. Plans to deliver 
the improvements needed are in place and are 
crucial in taking the Commission forward as an 
effective regulator.

• The Commission’s approach to managing 
change has improved. Going forward, a focus 
on continuous improvement (particularly in 
digital transformation) is crucial. The revised 
programme, agreed in January 2016, reprioritised 
projects and uses a more business-led approach. 
It has delivered several important ‘quick wins’, such 
as the Risk Engine (v1) and automated registration. 
But the Commission has yet to deliver some critical 
elements of the programme, such as view/amend 
and name change services and the new case 
management system (CRM). 
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Approach to regulation

• The Commission is embracing a risk-based 
approach but legacy systems and lack of 
usable data are barriers to improvement. 
Since December 2016, the Commission has 
set up the Risk Assessment Unit to break down 
silos that prevent information-sharing across the 
Commission and to refresh its risk framework. 
In particular, we found that checking trustees’ 
assurances is more risk-based. There are signs 
of a more forward-looking and proactive approach, 
such as a more joined-up use of intelligence to 
identify issues. Legacy systems and associated 
data architecture are barriers to bringing together 
information to improve the way the Commission 
assesses risk and uses all available intelligence 
in delivering its regulatory activities.

• The Commission made some progress with 
developing its software for assessing the risk 
of registered charities, which remains critical 
to achieving its transformation. The Compliance 
Risk Assessment Tool is being developed. 
This will secure more efficient end-to-end case 
management and better management information.

• The Commission is making use of its new 
powers but it needs to manage the risk that 
its powers will not be sufficient in the future. 
The Commission used its new powers 50 times 
since May 2016 without challenge. After initial 
slow progress, the Commission is now seeing 
a reduction in the length and number of old 
inquiry cases. However, the Commission does 
not have tested, systematic ways of identifying 
what powers it needs and whether its current 
powers continue to be sufficient as the risks 
of abuse by charities and non-compliance with 
charity regulations change.

• As the risk-based approach develops 
further, the Commission needs to consider 
the impact on stakeholders’ expectations. 
Many stakeholders and key partners do, and 
may continue to, have differing expectations of 
the level of detail/oversight that the Commission 
exercises. They may also have different views on 
what constitutes a risky charity. The Commission 
will need to ensure that the charity sector and 
its main government partners understand the 
approach it is taking and its appetite for risk.

Registrations

• The Commission has taken a series of actions 
to speed up registrations, including improving 
processes to risk-assess applications. Over the 
past two years, it has improved its systems and staff 
training, including the number of staff trained in the 
assessment process. The average time to register 
cases has recently fallen from a peak in 2016-17.
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Working with others 

• The Commission is now providing and receiving 
more information and knowledge with other 
organisations. The Commission has increased 
the number of memorandums of understanding 
(MoU) and amount of information shared, which 
creates more opportunities for joint working and 
knowledge-sharing. The Commission has created 
or reviewed 11 MoUs since 2015. This includes 
with local authorities and with other regulators. 

• The impact of increased information-sharing 
on the Commission’s effectiveness and the 
bodies it shares information with is unclear. 
The Commission does not measure the costs and 
benefits of opportunities to exchange information. 
It needs to be able to present a clear case to its 
partners on how the information shared with it 
helps it to become more effective and efficient. 
Currently, it is not clear what opportunities are 
being missed and what impact this has on the risks 
to the sector and the Commission’s effectiveness. 

Sustainable funding model

• Securing the optimal level of long-term funding 
within a sustainable funding model is crucial 
to the Commission’s continuing transformation 
and its ability to react to developments in the 
sector. The demands on the Commission have 
increased over recent years because of policy 
and legislative changes. Against this background, 
the Commission’s funding has decreased from 
£32.4 million in 2005-06 to £25.9 million by 2016-17 
or a real-terms reduction of £11 million (34%).

• It is not clear what level of funding is needed in 
the medium- and long-term for the Commission 
to be an effective regulator. Its future 
requirements are uncertain because of the 
changing make-up of the sector, higher demand 
for the Commission’s work and increased risks 
in the sector. The funding model needs to be able 
to respond to a range of scenarios and highlight 
the impact of shortfalls in funding levels and the 
benefits flowing from various funding options. 

• The proposed funding models for the 
Commission have changed significantly over 
time. There is not yet an agreed position between 
the Commission, the sector and government 
stakeholders as to the required level, and 
source, of longer-term funding. This exposes 
the Commission to risks in developing its forward 
strategy and plans. A public consultation may 
be required before an option can be selected.

Shaping its own agenda

• Policy changes have had an impact on the 
Commission. So far, the Commission has reacted 
to these changes; it now needs to become more 
proactive to begin shaping its own agenda.
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Further develop the approach to measuring and 
reporting on performance: 

• The Commission needs to strike a balance 
between keeping its KPIs up to date and ensuring 
that it can provide consistent performance data 
over time.

Understanding its cost base and the benefits 
of change: 

• The Commission should continue to develop 
its understanding of its cost base through its 
unit cost model. 

• Further use of the cost model may highlight 
opportunities to improve the way it prioritises 
and allocates resources or to present a 
clearer case for future changes, or both.

Sustainable funding model: 

• The government needs to commit to a timetable for 
exploring future options for the Commission’s future 
funding, including public consultation if required. 

• The Commission should develop a range of 
evidence-based funding scenarios to identify 
the optimal level of funding required to deliver 
its strategy and plans. 

Maintaining momentum of transformation: 

• The Commission needs to maintain a focus 
on continuous improvement (both digital and 
non-digital). 

• The Commission needs to maintain the momentum 
of transformation, in particular in improving its data 
architecture, IT and risk model. This will mean 
continuing to invest in its infrastructure.

• The Commission needs to be ambitious about the 
information it requires from others to feed its Risk 
Engine with the right data. It will have to make clear 
to its key partners the information it needs, and the 
lost benefit or risk to the sector if it does not receive 
this information.

• The Commission should continue its plans 
to improve its Application to Register a Charity 
system including, for example, developing 
more tailored questions to help guide charities 
through the process, depending on the category 
of charity identified.

Shaping its own agenda: 

• The Commission should continue to monitor 
the use and influence of information shared 
to ensure it is using its resources to achieve 
the maximum benefit. 

• The Commission should improve its 
engagement with other government entities 
to ensure it has more influence over policy 
changes that will affect it.

Manage expectations: 

• The Commission needs to develop a better 
understanding of the expectations of the sector 
and its key partner organisations.

• The Commission should, based on this improved 
understanding, consider how it responds. This 
could be through providing more options on what 
it can do, setting out where it needs others’ help 
to meet expectations or being clearer about where 
and why it cannot meet expectations.

Summary

Recommendations
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Strategy Progress since 2013 Next steps

Strategy and objectives

Performance measures

Board and leadership

• The Commission has improved the alignment of its strategy, statutory objectives and performance measures.

• KPIs need to measure outcomes that can be attributed to the Commission’s work and influence.

• The Commission needs to develop a set of performance measures that can remain consistent to allow for trend analysis/benchmarking.

• The board has gained more skills but it needs to continue its transition to being more strategic.

Regulation of charities

Registration

Use of powers

Checking trustees’ assurances

Risk assessment

Working with others

• The Commission is having to react to policy changes rather than influencing them.

• The Commission should improve the way it engages with other government entities to ensure it has more influence over changes that affect it.

• The Commission should do more to influence the expectations of the sector and other stakeholders. It should make clear what it can provide 
and what it needs from its key partner bodies. This will help the Commission to shape its own agenda.

• There is more to be done to simplify operational processes using IT.

• The Commission has improved the way it works with others but it needs to do more on sharing information with other organisations. 
This includes measuring efficiencies generated from these relationships.

Sustainability and funding

Change management

Budgeting and costing

• With the revised programme, change management has improved. The Commission needs to maintain momentum to complete the digital and 
non-digital transformation.

• Budgeting and costing: in order to present its funding situation the Commission needs to be clear on what it costs to be an effective regulator.

Ratings key

No progress Limited progress Fair progress Good progress

Summary

Level of progress made against previous recommendations
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Previous areas of concern:

The first National Audit Office (NAO) and Committee of 
Public Accounts (the Committee) reports recommended 
that the Charity Commission (the Commission) should 
consider its strategy for delivering its responsibilities 
effectively and how it would achieve its objectives 
with constrained resources.

The Committee further recommended introducing 
new leadership to transform the Commission.

The Committee chair’s letter to Paula Sussex 
(the Commission’s former chief executive) also 
recommended clarifying what the Commission’s 
new regulatory approach would mean for staff 
and for the sector.

What has been done?

The Commission has made some progress in setting 
out a strategy, which has provided clarity about how it 
will achieve its objectives.

• The Commission’s strategic plan for 2015-18 sets 
out its aims and how it will achieve them. The plan 
aligns with the Commission’s statutory objectives.

The Commission revised its Statement of Regulatory 
Approach in January 2017 to focus on improving 
transparency and doing more enablement and 
compliance work.

• This is in line with the Commission’s 2015 Strategic 
Plan. The Commission aims to improve compliance 
by supporting trustees and enabling them to 
comply with their duties. 

• The statement also explains how the Commission’s 
new regulatory approach will operate.

What more could have been done?

• The Commission has made some initial speeches 
on what its new regulatory approach means 
for the sector. There is scope to reinforce 
the message by other means to manage 
expectations and to raise awareness.

What next?

• Ensuring that the benefits of strategic internal 
transformation are monitored, as highlighted by 
the Commission’s internal audit team in April 2017.

Future challenges

• Developing a strategy that responds to the context 
in which the sector operates, while adapting to the 
Commission’s new business model.

• Examples of the challenges facing the 
sector include:

• funding pressures;

• increasing demand for charities’ services;

• struggling to attract the right skills to the 
sector; and

• public confidence in charities has dropped 
for the first time in more than 10 years.

Detailed analysis

Strategy and objectives
The Commission has made progress in setting out a clear strategy that is aligned with its statutory 
objectives and business plan
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Previous areas of concern:

Both our first report and the follow-up report 
recommended developing measures to report on the 
effectiveness of the Commission’s regulatory activity, 
including aligning key performance indicators (KPIs) 
with statutory objectives and measuring public trust 
and confidence in the Commission.

Other recommendations focused on evaluating the 
impact of the Commission’s new regulatory approach 
and aligning KPIs to its new business model.

The Committee recommended that the board should 
get a better grip of the Commission’s performance 
to hold the chief executive to account.

What has been done?

The Commission has made progress in aligning 
its KPIs with its statutory objectives and strategic 
priorities (page 50).

Data quality has improved:

• The Commission has brought in dedicated 
resources to focus on measuring performance and 
improving data quality.

• Internal audit found that regular validation of 
performance dashboard data and a move to 
using SQL (Structure Query Language) to access 
performance data helped improve data quality.

Overall, the May 2017 performance measures 
perform well against good practice criteria 
(see page 52)

• The KPIs tend to be timely as they are produced 
frequently and use up-to-date data.

• Some of the KPIs can be directly attributed to 
the Commission’s performance (notably internal 
efficiency indicators).

What more could have been done?

The reporting on the Commission’s performance 
against its KPIs could have been better

• The Commission could include a narrative for 
each indicator in its annual report (the Pensions 
Regulator’s annual report clearly sets out targets 
under each objective and performance, along 
with explanations). 

The Commission could have followed good practice 
guidance more closely when developing its indicators 
(see page 14).

The KPIs could have included more lead indicators 
to provide early warning of problems.

• Some of the KPIs are well placed to identify 
potential backlogs of work (for example, time to 
process certain applications).

• Other KPIs are less likely to identify clear changes 
in the Commission’s performance as they appear 
to be more ‘reactive’.

Detailed analysis

Performance measurement
The link between KPIs and statutory objectives has improved, but reporting could be better
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What next?

• Settle on a defined set of KPIs and generate 
data consistently to benchmark and monitor 
performance over time. 

• Only ten of the Commission’s 20 2014-15 
KPIs still exist in some form in May 2017 
as the Commission sought to better align 
indicators with changes to the business.

• Clearly link indicators to objectives, intended 
outcomes, and performance in external reports. 
(The Pensions Regulator and the Financial 
Conduct Authority are good examples of this.)1

• Ensure that external reporting against KPIs 
and targets is clearer (for an example, see the 
Competition and Markets Authority).2

Future challenges

• Developing a balanced set of KPIs that 
cover all of the Commission’s activities.

• Consistently monitoring KPIs to help 
improve performance.

Notes:

1 The NAO reported in 2016, (available at: www.nao.org.uk/wp-content/
uploads/2016/11/Performance-measurement-by-regulators.pdf) on 
the importance of making the link between indicators and objectives. 
The Pensions Regulator and the Financial Conduct Authority both do 
this in their Annual Reports (although the figures for each indicator are 
not reported).

2 The Competition and Markets Authority Annual Report and Accounts 
2016-17, 12 July 2017.
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Detailed analysis

Performance measurement
There is scope to improve the performance framework and how information is reported and used

Reporting 
performance 
information

Level 3 – Enabling 
The Commission has improved data quality 
and reports most of its KPIs in a timely fashion. 
It uses RAG ratings and a brief narrative on its 
dashboard.

Clearly listing top 20 KPIs against strategic objectives in the ARA 
(for example, the Care Quality Commission (CQC) uses a single table).

Clearly stating in the ARA whether KPIs were achieved (as the 
Competition and Markets Authority does in each chapter for 
its commitments).

Using the  
framework

Level 3 – Enabling 
The board reviews and uses information for 
decision-making and, to an extent, to feed into 
discussions on prioritising resources.

Information on how the board uses KPIs (see Health and 
Safety Executive).

Showing data for previous years (see HMRC, CQC).

Considering adding KPIs relating to internal change as Driver and 
Vehicle Licensing Agency (DVLA) does.

We have assessed the Charity Commission against our maturity model (available at: www.nao.org.uk/wp-content/uploads/2016/11/Performance-
Measurement-Good-practice-criteria-and-maturity-model.docx) for performance measurement frameworks, which focuses on three areas.

Key

Each assessment 
is made against the 
five levels of maturity 
outlined by the NAO

Level 1 –  
Existing

Level 2 – 
Functioning

Level 3 –  
Enabling

Level 4 – 
Challenging

Level 5 – 
Optimising

NAO assessment What more could have been done?

Developing a 
framework

Level 4 – Challenging

The Commission’s performance framework 
is embedded in the organisation to an extent. 
Team (and, to an extent, individual) performance 
measures are connected to the corporate 
performance measurement framework.

Reporting KPIs against strategic objectives in the annual report and 
accounts (ARA), as HM Revenue & Customs (HMRC) does.

Including a few words on methods for calculating KPIs in the ARA 
(as the Pensions Regulator does).
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Previous areas of concern:

The Commission’s board should keep its level of 
involvement in executive decision-making under 
review to maintain its independence and hold the 
executive to account effectively.

Discuss how to bring IT expertise to the board and 
consider co-opting or buying in IT expertise to monitor 
and challenge IT improvements effectively as part of 
transforming the Commission.

Following bedding in of the current governance 
arrangements, review the governance framework and 
assess the board’s effectiveness. Act on the review’s 
findings to strengthen governance arrangements and 
effective oversight of the executive.

What has been done?

The Commission’s board has been strengthened

• Since October 2015, the board has been 
supported by an independent Transform 
programme review and an assurance expert.

• Three new board members joined in 
November 2016, bringing expertise in change 
management and business transformation,  
digital/technology and cyber-security.

• A deputy chair role was created to support 
the chair of the board.

• There has been greater challenge and 
more diversity of opinion. 

Strengthened governance arrangements

The Commission has responded positively to the review 
of the governance framework and board effectiveness 
(December 2015), for example:

• The Commission updated the governance 
framework to be clear about the role of the 
Commission’s board and the relationship between 
the board and the chief executive and staff.

• Board effectiveness improved: the review 
found a capable and committed board with 
a wide range of skills and experience. A need 
for board-level IT experience has been met 
by appointing Laurie Benson to the board. 
The Commission introduced staggered board 
appointments and an induction programme for 
new members; a board secretary was recruited 
in May 2016 to provide day-to-day support. 

• Audit and Risk Committee: more emphasis on 
strategic assurance, discipline and oversight on 
the update of the risk framework.

Detailed analysis

Board and leadership
Board governance and effectiveness has improved
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What more could have been done?

The board is becoming more strategic but there 
is scope to do more.

• Until mid-2015, Public Interest Litigation and 
High-Risk Cases Committee (PILHRCC) members 
continued to attend a small number of meetings 
with the trustees of high-risk cases.

• There is still too much focus on high-risk cases 
and there could be more focus on strategy. 

• The Commission is seeking to reduce the time 
PILHRCC spends on each case – for example, 
it reduced the high-risk case report from 108 
pages (January 2017) to 74 (May 2017). This will 
offer additional benefits, as providing papers for 
PILHRCC is resource-intensive. 
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Detailed analysis

Board and leadership
The board could be more strategic in its focus and approach

What more could have been done?

Board members commit significant time to 
the Commission

• The minister for the Cabinet Office recognised 
the need for flexibility in board members’ time 
commitment as the Transform programme 
continued. In 2016-17, three board members 
plus a deputy chair could exceed the 24-day 
limit. Board members are within the terms of 
the increased time commitment.

• However, the minister stated that over time the 
board will need to step back into a more traditional 
non-executive role (with the exception of the legal 
board member).

• There does not appear to be a plan, as requested 
by the minister, for managing board members’ time 
commitment to reduce it to 12 to 18 days per year.

• Board members told us that the allowed time 
commitment of 24 days per year is not currently 
realistic. More allowance for recruitment and 
induction would help. 

Average time  19  18  15  21  18  15  13 

Budgeted time  9  22  22  22  22  12  12 

Notes

1 ‘Average time’ shows average days spent per board member in period.

2 ‘Budgeted time’ shows number of days budgeted time commitment in period.

3 In 2016-17, up to three named board members plus the deputy chair were allowed fl exibility to exceed the 24 day per year time commitment.
In 2015-16, the allowed time commitment was 22 days per six months.

Source: National Audit Offi ce analysis of Charity Commission for England and Wales data
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What next?

Establish and embed more strategic, risk-focused 
oversight by the board.

• Need a more strategic, higher-level board now that 
the Transform programme is drawing to a close. 

• PILHRCC’s focus has been on reputational risk 
driven by media coverage. Discussion should 
be more closely aligned with the Commission’s 
priority risk areas (safeguarding; fraud and financial 
irregularity; and public trust and confidence) and 
the Commission’s risk approach. 

Improve staff engagement and transparency 

• Board to identify how to improve transparency 
and engage more with staff below the 
Commission’s executive.

• There is a gap between staff and the board more 
generally. There is a need for more engagement 
through internal communications, and board 
members should have a clear purpose for 
engaging with the staff.



Charity Commission: Progress report Detailed analysis 19

Detailed analysis

Change management
The Transform programme has become more ambitious

Original Transform programme

• In September 2014, the Commission started the 
three-year Transform programme to become a proactive 
risk-based regulator. It secured £8 million funding from 
HM Treasury to support the programme.

• The programme covers all technology-enabled change. 
It started with three main objectives: 

Revised Transform programme

• In September 2015, the programme was reviewed and 
revised to identify interdependencies, extend the digital 
programme, include a stronger focus on the Commission’s 
data, reprioritise projects, revise the operating model 
and strengthen governance.

• The programme is forecast to end by January 2018 and 
cost £12 million (the Commission is funding the increase 
from its existing core budget).

Transform programme objectives and budget

Risk-based 
regulation

Risk-based regulation – Establish systems to make better 
use of data to target work where it has the greatest impact 
and to support a more proactive approach to casework.

IT services Improve IT services – Automate services and streamline 
low-risk customer-facing services to release staff for 
high-risk work.

Organisational 
change

Organisational change – Change the organisation’s 
structure and redeploy resources to monitor and enforce.

Revised Transform programme objectives

Enhance the Commission’s risk-led regulation.

Continue to improve the Commission’s internal processes to achieve 
greater consistency of regulatory outcomes and more efficient use of resources.

Create a Commission that fully exploits digital ways of working.

Continue to develop ‘One’ Commission that acts with a culture of pace, 
agility and consistency.

Move the Commission to a sustainable funding model.

£8 million budget over three financial years to March 2017 Forecast £12 million over four financial years to January 2018

The programme is 
organised into six 
work streams: 

• Business process 
redesign and rules.

• Data management 
and technical 
solution 
implementation.

• Risk and business 
intelligence.

• Digital services 
design, build 
and test.

• Business change 
and implementation.

• Programme 
management 
office (PMO).

The changes sit 
alongside other 
changes being made 
by the Commission.
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Previous areas of concern:

• The NAO and Committee recommended that 
the Commission should finalise and implement 
robust and detailed change management plans 
(including organisational and IT requirements).

• Our follow-up report also highlighted the need 
to secure the necessary skills and capacity to 
ensure effective transformation.

What has been done?

The Commission has improved its approach 
to managing its transformation (see next page)

• Addressed recommendations in 2015 assurance 
review of the Transform programme.

• Revised the programme, agreed January 2016, 
to reprioritise projects, revise the operating 
model and strengthen governance for 
a more business-led approach to the 
Transform programme. 

• Delivery of several important ‘quick wins’, for 
example, the Risk Engine (v1) and improvements 
to the online registration application system; but 
some critical elements are yet to be delivered, for 
example, view/amend and name change services 
and the new case management system (CRM).

What more could have been done?

The Commission has been slow to address 
shortcomings in programme and project skills 
and expertise. 

• The 2017 assurance review found a lack of 
project management skills and experience in the 
programme management office. The Commission 
struggled to fill project manager roles and has 
relied on contractors for expertise. 

• The Commission is now investing in staff 
with digital and testing skills. But two project 
manager roles and a data architect role remain 
vacant (mid-May 2017).

Detailed analysis

Change management
Progress has taken longer but the Commission’s approach has improved
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The Commission was slow to fully appreciate 
the required scale of transformation impacting 
Transform programme timescales and costs. 

• Programme scope expanded, for example, 
expansion of digital services in plan 
(the Commission estimates an increased net 
present value: £7.9 million to £15.5 million over 
seven years and increased expected savings, 
30 to 42 FTE), resulting in a budget increase 
(forecast cost increased 50% to £12 million), 
which the Commission is self-funding. 

• Some projects de-scoped, for example, 
authentication is proving significantly more 
complex than expected.

• Complexity of delivering ‘end-to-end’ digital 
services and creating business rules where 
no legal framework exists for automated 
decision-making.

• The 2017 assurance review highlights that 
the ‘Agile’ project delivery approach, used 
by the Commission, is associated with 
more delays in delivery, unless managed 
by experienced practitioners.

What next?

• Successfully implement the remaining 
elements of the Transform programme, 
in particular CRM, to secure more efficient 
end-to-end case management and improved 
management information. 

• Fully embed the new risk-led approach 
and appreciate the importance of data 
as a strategic asset (see also page 22).

• Address the risk of transformation losing 
momentum, in particular continuing investment 
in IT infrastructure; risks include:

• loss of the outgoing CEO’s digital 
programme expertise;

• failure to secure (or a delay in securing) 
sector/additional funding; and

• disbandment of the Transform 
programme oversight committee (TPOC) 
by 30 September 2017, with IT oversight 
transferring to the audit and risk committee 
(ARC); the programme management office 
(PMO) disbanded end June 2017.

• Continue upskilling and empowering staff to 
enable more flexible working and ensure skills 
transfer from contractors. 
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Detailed analysis

Change management
The Commission has improved its approach to managing its transformation

What has been done?

The Commission has improved its approach to managing its transformation.

Good practice Autumn 2015 assurance review findings March 2017 assurance review findings

Clear communication of 
vision/objectives

More work to ensure a shared view of success – not clear scope will deliver desired 
outcomes. Revised operating model in January 2016, which sets out what change 
looks like for people.

  Clear high-level programme route map agreed showing what, why and how 
outcomes will be achieved. Staff survey 2016 found that staff were clear on 
where the Commission is going.

Engaged leadership Very engaged board and executive. Commission’s leadership needs to reinforce the importance of data as an 
enterprise asset.

Governance supports 
change programme

Strengthening governance arrangements so business leads are the accountable senior 
responsible owners for projects.

Commission adopted a more structured reporting and governance approach. 

Detailed plans in place High-level objectives need translating into what success looks like at each stage. Route map has also been developed into a lower-level delivery plan.

MI/reporting supports 
timely responses

Need more interim milestones, and better benefits tracking and cross-programme issues 
reporting. Starting to map interdependencies and critical path.

Regular reporting against lower-level milestones.

Skills and resources in 
place to implement and 
sustain change

Dependence on contractors. More work needed for effective skills transfer and to build 
internal capability. Gaps in programme management office (PMO) resource and project 
management skills. 

Lack of PMO team project and management skills and experience contributed 
to delays in starting work streams and delivering to original timescales. 
More experienced project managers, now in place, are making a difference. 
More formal skills-transfer approaches are in place.

Risks identified 
and managed

Risks identified but insufficient attention is paid to managing them. -

User input (external 
and internal) to 
change programme

Limited business involvement early on in programme development, becoming more involved. Business more involved in design and delivery of the programme, for example, 
managers and staff taking on Transform programme roles, not just contractors.
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Detailed analysis

Risk-based assessment
Risk-based assessment is used more to assess charities and events

Previous areas of concern:

• More proactive assessment of risk required, 
assessing risk of individual charities in general 
rather than focusing on specific events, 
and update risk framework to explicitly 
include tax avoidance.

• Greater support from the Cabinet Office to remove 
or reduce Commission activities that add little 
regulatory value and to assist the Commission 
in securing legislative changes that address 
gaps and deficiencies in its powers.

• The Committee further recommended that the 
Commission should introduce monitoring of its 
regulatory activity to check there is no institutional 
bias, either on the basis of a charity’s religious 
affiliation or on any other grounds.

What has been done?

Progress has been made in becoming a more 
risk-based regulator:

• Risk Assessment Unit (RAU) was set up in 
December 2016 to coordinate risk-related activities, 
including triaging work.

• Charity Risk Strategy and Management Group 
(CRSMG) was set up in January 2017, comprising 
senior leaders from across the Commission, 
to coordinate and raise awareness of the risk 
framework and to break down silos within the 
organisation. The board delegated authority to 
the CRSMG, for it to decide operational priorities.

• Refreshed risk framework outlines how the 
Commission operates and oversees risk-led 
regulation through the use of risk assessment 
and management.

Cultural change to break down silos within 
the organisation and increase staff awareness 
of risk-based approach.

• The aim was to build the confidence of staff 
through the support of tools to enable staff to 
make risk-based decisions, leading to better use 
of resources, including specialist staff like legal.

• There are signs of a more forward-looking and 
proactive approach, such as a more joined-up 
use of intelligence via tactical risk assessments 
to identify issues for more proactive working. 

• Amendment of KPIs to create more 
stretching targets.

The Commission monitors regulatory activity 
to check there is no institutional bias and publishes 
this transparency data every six months on its website.
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What more could have been done?

Still some way to go on data and legacy systems

• There is a lag in the time and issues with the 
quality of the data received from the annual 
review. This remains a significant part of the 
digital services work stream, which is dealing 
with bespoke legacy systems.

• An iXBRL product was trialled to extract 
data from accounts to help identify 
high-risk cases like Kids Company; however, 
this has been discontinued because of the 
cost. As an alternative, a PDF account reader 
is being developed as part of the current IT 
development programme.

The Commission is doing more proactive monitoring 
but there is scope to do more

• The monitoring and enforcement team, set up in 
2014, does themed reviews across its priority risk 
areas: safeguarding; fraud and financial irregularity; 
and public trust and confidence. Reviews on 
terrorism and extremism are carried out by the 
compliance visits and inspections team. 

• The Commission is doing more external 
reporting of its thematic work; for example, 
in September 2016 it published a report on 
charities at risk of financial distress.

What next?

Upgrade legacy database management systems 
and improve data sufficiency – It is difficult to 
systematically analyse data and release its potential. 
The Commission should prioritise systems and data 
with the most dependencies and those that support 
systemic changes to improve statutory objectives. 

Continue embedding risk-based regulation so that 
risk-led processes become part of the normal course 
of business (Appendix Four sets out our framework 
and examples from other regulators).

The Commission has identified the relationship 
between the ‘the State rolling back’ and the 
importance of oversight – joint working between the 
Commission, the Department for Digital, Culture, Media 
& Sport (that provides, where necessary, ministerial 
support) and HM Treasury needs to improve to identify 
potential risks and the costs of sufficient regulation.

Developing a Compliance Risk Assessment 
Tool that will codify and provide an audit trail for 
the risk assessment of events. It aims to allow more 
consistent and efficient risk assessment of events, 
and make savings. 

Develop more effective qualitative techniques to 
enable the Commission to capture measurable 
quantitative information more easily. 

Developing iShare and work with the RAU to support 
decisions about deploying staff and prioritising work.

Detailed analysis

Risk-based assessment
Issues remain, particularly with legacy systems and data sufficiency
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Previous areas of concern:

• Our first report recommended that the 
Commission should introduce sample 
checks of the information and assurances 
that trustees provide and use the results to 
inform its related strategy.

• Our follow-up report recommended that the 
Commission should continue to strengthen its 
work to check trustees’ assurances, including 
conducting a review across all divisions of the 
criteria used to identify cases for follow-up to 
ensure that cases requiring further attention 
receive it.

What has been done?

Checking of trustees’ assurances is now more 
risk-based

• In late 2015, the Commission developed policies 
and guidance, and trained staff, on verifying 
trustees’ assurances and following up trustees’ 
actions. Each casework team developed an action 
plan to embed verification, which included: 

• verifying information in high- and 
medium-risk cases when the 
information supplied is incomplete, 
inconsistent, misleading, evasive, 
suspicious or forged; and

• following up all cases where specific action 
is required and reviewing a sample of 
medium-risk cases where general regulatory 
advice and guidance are given to trustees.

• Case-related monitoring work, including verification, 
has moved from the monitoring team to casework 
teams, where case knowledge sits and can be 
handled more efficiently. 

• Verification guidance is followed in most 
cases, but there is scope for following up 
cases more promptly. 

• Internal audit found in 2015-16 that eight 
of 24 monitoring and enforcement team’s 
(MET) follow-up cases were inactive for 
more than a month and could have been 
progressed more promptly.

• An internal review of a sample of registrations, 
and MET and permissions and compliance 
team (PCT) cases in September 2016, found 
that most cases were in line with policy but 
two of 90 cases should have had additional 
verification undertaken. 

• In May 2017, the registration team reviewed 
the use of trustee assurance and verification 
strategies – 96% (27 of 28 cases) were 
appropriate. PCT is currently undertaking 
a further review as it handles a high volume 
of cases.

Detailed analysis

Checking trustees’ assurances
Checking of trustees’ assurances is more risk-based
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What more could have been done?

Internal reviews do not consider the rate of progress 
of verification and follow-up work.

More work on preventing issues by helping trustees 
to fulfil the Commission’s regulatory requirements.

What next?

Ensure that quality checks are part of the normal 
course of business

• Findings should be fed back not only to case teams 
but shared more widely across the business.
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Previous areas of concern:

• Our first report recommended that the 
Commission should make greater use of 
its statutory powers, and where powers are 
difficult to exercise or inadequate, it should 
set out the regulatory impact of these barriers. 

• The Committee recommended that the 
Commission should use its statutory powers 
to regulate charities more effectively, through 
better intelligence, timeliness and prioritisation 
of resources and should focus on core regulatory 
functions that address any areas for improvement 
in the Commission’s powers.

What has been done?

The Commission has secured and is starting to 
use its new powers

• The Charities (Protection and Social 
Investment) Act 2016 received Royal Assent on 
16 March 2016. It introduces a range of powers 
over time, including: from July 2016, a power to 
remove disqualified trustees and to direct specific 
action not to be taken; from October 2016, 
a discretionary power to disqualify individuals 
who are unfit; and from November 2016, 
a power to issue official warnings. 

• The Commission has used its new powers 
50 times since May 2016 without challenge. 
It is taking the opportunity to share learning 
where teams have used the new powers, 
such as running workshops.

After initial slow progress, the Commission is now 
seeing a reduction in the length and number of old 
inquiry cases.

• The average length of an inquiry rose from 215 days 
(2013-14) to 239 days (2015-16) due to high staff 
turnover (24% in 2015), difficulties in recruiting 
and a lack of staff training/induction.

• During 2016-17, the Commission increased 
its focus on closing older inquiries; identifying 
and focusing on cases that needed more 
robust handling, with third-party bottlenecks; 
streamlining processes; and setting up training.

• The backlog of older cases is now reducing – 
at 31 March 2016, of 135 live inquiries, 24 were 
more than three years old and 31 were two to 
three years old. By 31 December 2016, these 
had reduced to 21 and 14 respectively.

Detailed analysis

Use of powers
The Commission is making use of its powers
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The number of inquiries opened has increased significantly since 2012-13

Notes

1 Figures are for operational case working investigations, monitoring and enforcement and operations teams.

2 In 2015-16, the decrease in the number of inquiries opened was due primarily to fewer ‘double defaulter’ cases being opened, and more cases 
being dealt with as compliance cases, without opening an inquiry.

3  In 2016-17, the Commission reported that the large increase in the number of inquiries opened was due to: a class inquiry opened during the 
year involving 74 connected charities; more charities becoming part of the ‘double defaulters’ class inquiry; and an increase in other charities 
being referred for inquiry in orderto deal with serious regulatory concerns.

4  ‘Double defaulter’ cases are a class action taken against larger charities that have failed to submit annual returns for at least two of 
the past five years. 

Source: Charity Commission for England and Wales, Tackling abuse and mismanagement and National Audit Office analysis of Charity Commission 
for England and Wales data
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Detailed analysis

Use of powers
The Commission is making more effective use of its existing powers

What has been done?

The Commission is making more effective use of its existing powers

• Since 2012-13, the Commission has significantly increased its use of 
enforcement and information-gathering powers (see two bar charts).

• It is starting to take a more outcome-focused approach to case work 
by agreeing a desired regulatory outcome at the start of each case.

• It is delegating authority to senior managers to build a sense of ownership 
for use of its powers. This is complemented by a leadership development 
programme to empower staff to use powers.
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Source: National Audit Office analysis of Charity Commission for England and Wales data
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Trustees prevented from acting 3 48 29 18 47

Interim manager appointed 0 6 4 4 7

Trustees removed 0 1 4 8 0

New trustees appointed 0 1 0 5 2

 Total 3 56 37 35 56

Note

1 Figures are for operational case working investigations, monitoring and enforcement and operations teams.

Source: National Audit Offi ce analysis of Charity Commission for England and Wales data
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What has been done?

Cases in the First-tier Tribunal (Charity).

The number of First-tier Tribunal (Charity) cases brought against the 
Commission has decreased since 2014-15, which suggests better 
use of its powers.

The Tribunal has not upheld any cases against the Commission since 
2014-15, which may reflect a more effective use of powers.

What more could have been done?

The Commission could have joined-up 
systematic arrangements in place for 
identifying and feeding back any apparent 
shortcomings in its powers.

What next?

As risks to the sector change, the Commission 
needs to assess its range of powers to 
ensure it is sufficient.

• The Commission could establish agile, 
joined-up monitoring and feedback 
arrangements to determine whether its 
powers are sufficient and where they are 
having a measurable impact.

• The Commission could engage 
with the government concerning 
its response to the draft Bill on 
technical changes to charity law, 
published by the Law Commission 
in autumn 2017. 

Continue to progress work in the following areas:

• Embedding understanding and use 
of the new powers as part of business 
as usual by the end of 2017-18, including 
testing the threshold for how far it can go 
to use its new powers effectively, and share 
good practice across the business.

• Reducing the number and length 
of long-running inquiries.

Detailed analysis

Use of powers
The Commission is monitoring more proactively but could do more

Cases in the First-tier Tribunal (Charity), 2014-15 to 2017-18 Q1

Year Cases 
received

Outcome

Case 
refused

Case 
upheld

Case 
withdrawn

Case 
ongoing

2014-15 31 17 1 13 0

2015-16 11 5 0 4 2

2016-17 11 1 0 4 6

Q1 2017-18 1 0 0 0 1

Notes

1 Data for 2017-18 quarter 1 reflects data on 4 May 2017 and may not include all cases in 
this period. 

2 These figures may not reconcile to data published by the First-tier Tribunal (Charity) as the 
Charity Commission does not count cases that have been returned to the First-tier Tribunal 
(Charity) following appeal in the Upper Tribunal.

Source: National Audit Office analysis of Charity Commission for England and Wales data
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Detailed analysis

Registrations
Demand has increased while more accurate assessment of risk means more cases are identified as lower-risk

Previous areas of concern:

• The NAO’s follow-up report recommended that the Commission should 
continue to tackle the delays in registering charities, especially medium- and 
high-risk cases and that it should analyse current registration processes to 
identify blockages and process improvements.

What has been done?

The total number of applications for registration has increased since 2014-15. 
To address the impact of this rise on existing processes, the Commission developed 
a revised system for submitting applications (ARC). This provides more detailed 
information to enable registration caseworkers to risk-assess applications more 
accurately. A higher number of applications can now be identified as lower-risk. 
Further development of the ARC system is planned.

Since 2014-15, annual registrations have increased by 1,176 (16%). This is partly due 
to an increase in charitable incorporated organisations (CIOs), which made up 
58% of all applications in 2016-17.

To improve the management of the registration process, the Commission 
reviewed its systems, training and deployment. It has:

• helped staff to be more decisive by clarifying guidance and the purpose 
of the Commission’s role of registering charities;

• allowed staff to do more thorough searches to inform their assessment of 
risk and feel more empowered; and

• identified more cases that are low-risk, ready to register and rejected. 



Charity Commission: Progress report Detailed analysis 33

Not registered 2,150 3,030 2,325

Ready to register 281 404 1,147

Low risk 380 947 1,478

Medium risk 3,468 2,995 2,753

High risk 913 822 665

Total 7,192 8,198 8,368
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The number of applications has increased since 2014-15

Notes

1 ‘Not registered’ includes applications that are incomplete, formally rejected or that drop out of the 
application process.

2 ‘Ready to register’ applications are able to be registered immediately.

3 Since the start of 2017, applications assessed as incomplete have been separated from low-risk work 
to provide more accurate fi gures on the type of work received.

Source: National Audit Offi ce analysis of Charity Commission for England and Wales data
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Detailed analysis

Registrations
The average time to register cases has fallen from a peak in 2016-17

What has been done?

The registration process is now measured in terms of the average time to register 
a charity. Performance is improving. 

• Target of 55 working days to register an application was introduced in April 2015. 
This KPI is reported and analysed each month. 

• High-risk cases have shown the largest fall in the average time taken to successfully 
process since 2016-17, from 117 days to 89 in 2017-18 Q1.

To reduce the delays in the time taken to register, the Commission made a number 
of changes.

• Increased the number of staff trained in the assessment process in 2017 to 10, 
compared with five in March 2016. This has supported earlier decision-making 
on a greater number of cases.

• A reduction in sickness levels resulted from improving the morale of staff through 
reducing the targets the team faced and through more empowerment of the team, 
including the use of a ‘self-serve’ work allocation process from the centralised 
queues in CRM.

• Significant re-design of a complex digital application system, resulting in the 
re-design of the registration form. This provided additional functionality to make 
applications easier and improved the information that registration caseworkers 
use to make their decisions.
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High risk 63 88 117 89

Medium risk 57 66 78 66

Low risk 22 32 23 13

Ready to register 4 4 5 4

Source: National Audit Offi ce analysis of Charity Commission for England and Wales data
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The average time to register medium-risk and high-risk cases remains longer than in 2014-15 but has fallen 
from its peak in 2016-17
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What more could have been done?

Action could have been taken sooner to prevent the average length of high- and 
medium-risk registrations rising so significantly since 2014-15.

• To tackle the increase in higher-risk cases up to 2016-17, the Commission 
could have responded more quickly to manage high-risk cases and provided 
additional training at an earlier stage.

• The Commission could have identified potential unsuccessful applications 
before they apply to allow more time to deal with registrations identified as 
higher-risk.

What next?

Simplification and automation of registration

Continue progress through the digital work stream in the Transform programme, 
including a pre-eligibility checker. The Commission should continue to develop the 
registration system. For example, additional questions to help guide charities through 
the process, depending on the category of charity identified (go live in 2017).

As the high level of demand for registration is likely to continue or increase 
with policy changes, the Commission should ensure it is able to identify its unit 
costs in order to identify its resource requirements.

Following a peak in 2016-17 for the time taken to register, the speed of each risk 
category has started to improve.

The Commission should continue to be proactive in engaging with the sector. For 
example, it should continue its work on removing legal jargon and reviewing complex 
rules to enable trustees to apply directly without the need for professional advisers.

Detailed analysis

Registrations
Continue implementing efficient channel management, capturing MI and being more proactive to avoid high volumes
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Previous areas of concern:

• The Commission needs to work more with other bodies and government 
departments, such as HMRC to develop a mutual understanding of information 
and requirements, including collaboration on risk profiling of charities.

• In 2015, the NAO recommended that the Commission develop a strategy to 
persuade a greater number of public authorities to share relevant information 
with the Commission, and introduce sample checks of information and 
assurance provided by trustees, using this to refine its strategy on the 
reliance of assurances.

What has been done?

The Commission has increased the number of memorandums of understanding 
(MoUs) and the amount of information shared with other organisations. This has 
created more opportunities for joint working and increased sharing of knowledge.

• The disparity between information disclosures made and information 
received by the Commission has reduced. Disclosures now account for 56% 
of the total exchange of information in 2016-17 compared to receipts at 44%.

• The Commission has created or reviewed 11 MoUs since 2015. This includes 
MoUs with local authorities and with other regulators. The Commission set a 
target for three new or refreshed MoUs each year.

The Commission has increased its external engagement. Activities include:

• holding frequent workshops and collaborative events to promote engagement 
(twice-yearly compliance event);

• closer working with, as well as secondments between, HMRC and law 
enforcement agencies to help with charity-related investigations and to 
promote understanding of the Commission and the sector;

• communicating its wider impact through the use of thematic reports and 
a blog; and

• making available the public register of charities to others, including government 
departments, for download at no charge.

Detailed analysis

Working with others
The Commission is providing and receiving more information and knowledge with other organisations
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Information sent out 1,454 1,413 1,492

 Information received in 677 921 1,182

Note

1 Figures are for information exchanged with other regulators and agencies, via the Commission’s statutory gateway.

Source: Charity Commission for England and Wales, Tackling abuse and mismanagement and National Audit Offi ce 
analysis of Charity Commission for England and Wales data
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The amount of information received has almost doubled since 2014-15

The Commission has worked with members of the charity sector on a new 
governance code for charities.

• It will help move some of the responsibility for governance from the Commission to 
the sector, which is seen as a positive move. This is an example of the Commission 
working effectively with the sector.
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Detailed analysis

Working with others
The Commission should continue to monitor the use and influence of information shared to ensure it 
is using its resources to achieve the maximum benefit

What more could have been done?

The Commission could have made further progress in giving external 
organisations access to the information it holds, by:

• improving the accessibility of the Commission’s data, including by 
providing tools and additional guidance or caveats on use of the data;

• seeking feedback from others on whether the data provided is in a format 
that allows people to use it with ease and on whether it is providing critical 
value to key stakeholders;

• continuing to put in place mechanisms for providing feedback on 
others’ data and starting to roll this out;

• incorporating any areas for improvement into strategic planning; and

• exploring how information and intelligence are combined and used 
by other regulators.

What next?

Continue its push to increase the number of organisations with which it shares 
data through MoUs and consider more frequent reviews of their effectiveness.

• The Commission should continue to develop MoUs with regulators it wants to 
work with. The Commission’s MoU tracker shows that eight MoUs are currently 
being drafted and two are under review.

Be clear about how the Commission is measuring the data and information 
provided to others.

• Track and review which information is of critical value to others in order to 
assess the impact on resources and whether this service is affordable.

• Helping to quantify the outcome and resources required to feed into 
strategic workforce planning.

Building influence and helping to protect charities from abuse and 
mismanagement.

• Further collaboration through sharing of data and intelligence with key partners.

• Understanding what role greater collaboration can play in responding to the 
10% drop in public trust and confidence in the sector.
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In 2015, we reported that the Commission negotiated and secured 
additional funding from HM Treasury.

• HM Treasury gave £8 million for a three-year programme as part 
of the Spending Review 2015 settlement to improve IT, risk-profiling 
and operations.

• HM Treasury gave £1 million increase in Resource, Departmental 
Expenditure Limits (RDEL) in 2015-16 for investigations, 
monitoring and enforcement (IME) activities.

• In December 2016, HM Treasury gave a total of £2.5 million across 
the Spending Review period to cover additional depreciation.

Detailed analysis

Sustainable funding model
The Commission secured additional funding for the Transform programme but its overall funding is set to continue to fall
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Commission budget (£m) 32.4 30.2 32.5 29.9 28.6 27.5 24.9 22.9 19.9 18.9 21.4 21.1

 Sector income (£bn) 38 41 45 48 52 54 56 58 61 66 70 73

Note

1 Commission budget fi gures are net in real-terms 2006 prices.

Source: National Audit Offi ce analysis of Parliamentary Supply Estimates and Spending Review Settlement
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Previous areas of concern:

• The Commission should 
provide an update to the Committee 
on the outcome of its consultations and 
its future plans in relation to charging.

Context

• Currently, HM Treasury is funding 100% 
of the Commission’s activities.

• The Commission is exploring other 
funding options for 2018 onwards to 
fund existing and additional services. 
Although any additional services 
will need to be subject to business 
case approval.

• To implement sector funding, primary 
or secondary legislation is required. 
Therefore ministerial approval is 
required for the consultation to begin. 
This approval has been delayed for 
various reasons, including the recent 
referendum and General Election.

• There are a range of funding options 
(see diagram right).

Detailed analysis

Sustainable funding model
The Commission is seeking sector funding to sustain and grow current services

HMT funding ranging from 
fully to partially funded

A fully funded, effective regulator

Sector funding ranging from 
main through to minority funder
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What has been done?

The Commission has been working on detailed 
proposals on a range of options for future 
funding. This includes exploring a case for 
additional resources to extend its enablement 
activities and relieve pressure from increasing 
regulatory workloads.

• While there are currently no firm proposals for 
introducing a charging scheme to raise a proportion 
of income from charities, the Commission has 
said that it would seek ministerial approval for 
a consultation setting out options early in 2018.

• The Commission’s current thinking is that only 
the largest 2,000 charities (2% of the total) would 
have to pay any levy. This could raise £7 million to 
£8 million by either a flat fee or on a sliding scale.1 

• The Commission’s vision is that if additional 
funding were to be sourced from the sector, 
it would be used to make it easier for charities 
to work with the Commission, including additional 
services such as a trustee advice line, faster 
processing of schemes and orders, mergers 
and consolidation, and expanded guidance 
and support for trustees.

Since January 2015, there have been various 
proposed approaches to the Commission’s 
funding after 2018.

• These have varied from the current situation of 
being fully funded by HM Treasury to being fully 
funded by the charity sector. 

• Currently, the favoured option by HM Treasury 
and the Commission is to receive additional 
funding from the charity sector, but this has 
yet to be decided. 

Note

1 Greg Hurst, ‘Charities are urged to pay for regulator’, The Times, 
3 November 2017, available at: www.thetimes.co.uk
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What more could have been done?

Provide more clarity on the Commission’s 
funding proposals.

Representatives of the sector are unclear about:

• how much money the Commission needs to 
be a regulator;

• how much it wants to receive from the sector;

• what the funding will be used for; and

• whether sector funding will replace 
HM Treasury funding.

Consult with charities in a more timely manner. 

• In the past few years, the Commission has made 
public statements about funding options, and 
specifically sector charging, and has spoken to a 
few of the larger charities and stakeholders beyond 
the sector. However, a public consultation has yet 
to be launched.

• Although substantial preparatory work has been 
undertaken in discussion with HM Treasury and the 
Department for Digital, Culture, Media & Sport, a 
formal launch has not yet been agreed by ministers.

• The absence of a clear timetable to achieve an 
agreed position about the required level, and source, 
of longer-term funding means the Commission is 
exposed to risks. For example, restricting its ability 
to plan for the future.

Apply the Cabinet Office’s guidance on 
consultations more clearly (available at: www.gov.uk/
government/uploads/system/uploads/attachment_data/
file/492132/20160111_Consultation_principles_final.pdf). 
Areas for improvement are:

• Consultations are only part of a process of 
engagement – “Consultation is not just about 
formal documents and responses. It is an 
on-going process.”

• Consultations should take account of the groups 
being consulted – “Consult stakeholders in a way 
that suits them. Charities may need more time to 
respond than businesses, for example.”

Detail more precisely how extra funding would 
be used

• The Commission has continued to seek additional 
funding. The amount requested is based on 
estimates supported by the unit cost model. 
The Commission could have calculated the total 
cost of being an effective regulator to make a 
more persuasive argument for additional funding. 
The Commission needs to set out why it needs 
additional funding.

What next?

The Commission needs to continue to work closely 
with HM Treasury to begin consultation with the sector.

Formal consultation needs to begin so that the 
Commission can receive the planned funding in time 
to achieve its business plan.

Clarity on whether funding from the sector replaces 
HM Treasury funding.

• Following the Spending Review 2015, the 
Commission’s preference was to pursue a fully 
funded sector model, resulting in no further 
HM Treasury funding by 2022-23.

• More recently, sector funding is being considered 
to fill the funding gap between the Commission’s 
proposed vision and funding allocations from 
HM Treasury.

The sector’s queries need to be addressed in the 
sector funding consultation in order to maintain a 
good relationship with the sector.

Detailed analysis

Sustainable funding model
Potential consultation on sector funding has yet to begin
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Detailed analysis

Sustainable funding model
The Commission has not communicated how much it believes it would cost to be an effective regulator

Previous areas of concern:

• The Commission should identify what budget and 
resources it would need to regulate effectively, 
following a real-terms cut of 40% in 2013-14 
compared with 2007-08.

• Following a strategic review in 2011, the 
Commission restructured without assessing 
costs, benefits and risks of different models 
for regulating charities and meeting its 
statutory objectives.

What has been done?

The Commission has created a unit cost model to 
better understand its current costs. It has used this 
to inform funding negotiations with HM Treasury and 
estimates of the additional funding it requires for its 
sector funding consultation. 

• In September 2015, the Commission produced 
analysis for discussions with HM Treasury that 
shows high-level unit costs by activity and the 
risks of not receiving additional funding.

• Since then, it has worked to prioritise and 
allocate resources to areas identified as 
highest risk (IT and digital, risk-profiling and 
operations/IME).

• The Commission developed its unit cost model in 
2016. It has used this in a limited fashion as part 
of financial planning, with the intention of using 
it for business planning, including developing 
sustainable funding options.

What more could have been done?

The Commission has not set out clearly what it 
needs in the medium- and long-term to be an 
effective regulator. Future funding requirements are 
uncertain because of the changing make-up of the 
sector, higher demand for the Commission’s work and 
increased risks in the sector. The funding model needs 
to be responsive to a range of scenarios and highlight 
the impact of shortfalls in funding levels covering the 
best case and worst case scenarios.
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What next?

The Commission should continue its work in understanding the cost 
of effective regulation. 

The Commission should refine its budget forecasting model to better 
understand the medium- and long-term funding situation and risks.

Using this model, it should develop a range of scenarios for discussion 
with stakeholders. The clarity about the range of scenarios should allow 
the Commission to make a more persuasive and informed argument for its 
funding proposals.
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What next?

• Improve engagement with other government 
entities to ensure it has more influence over 
policy changes that will impact it.

• As the high level of demand is likely to continue 
or increase with policy changes, the Commission 
should use its unit cost model to identify future 
resource requirements.

• Continue to monitor the use and influence 
of information shared to ensure it is using its 
resources to achieve the maximum benefit.

Detailed analysis

Shaping its own agenda
Continue to work on building the influence of the Commission to control demand

Context

A number of policy and legislative changes can significantly affect the level of demand on the Commission.

Regulation by the Department for 
Education of school and academy 
charities with exempt status may 
change to the Charity Commission

Potential to affect an additional 20,000 
charitable organisations regulated by 
the Department for Education.

New charitable incorporated 
organisations (CIOs) and conversion 
to CIO from charitable companies

In 2016-17, around 5,000 CIOs applied 
for registration. Over the next 10 years, 
it is estimated that 7,000 to 12,000 will 
convert from charitable companies 
to CIOs.

Charities to declare overseas funding, 
which has not been subject to a full 
consultation with the sector

Estimates of the scale of the number of 
charities or level of income involved are 
not currently available.

Change in status of certain housing 
providers, possibly leading to a 
greater volume of cases resulting in 
non-compliance or breach of legislation

Of the 1,700 registered providers of social 
housing, only 580 are currently registered 
with the Commission.

Change in income threshold for 
excepted churches, which may 
result in additional registration

By March 2021, 30,000 to 60,000 
excepted charities may have to be 
registered (mainly churches).

2012 2013 2014 2015 2016 2017 Post-2017
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Appendix One

The Commission’s actions against prior NAO/Committee 
of Public Accounts recommendations

NAO/Committee recommendation Commission’s actions

Revisit business model thinking around alternative ways 
to meet objectives within constrained resources (NAO).

Published a new Strategic Plan for 2015-18 and revised its Statement of Regulatory Approach. 

Develop clear strategy to deliver regulatory responsibilities 
effectively, setting out use of budget and the case for 
additional resources if required (Committee).

• Received additional £8 million to fund three-year transformation programme.

• It is planning to implement a new planning model, which will include unit costs and benefits.

• Reviewing funding options – submitted a business case to HM Treasury for charging of the 
charity sector to be implemented by April 2018.

Finalise and action a robust change management plan 
to tackle enduring failings (Committee).

In the final year of its three-year Transform programme.

Need determined and focused new leadership to radically 
transform culture and operations (Committee).

Effective leadership and board:

• A senior leadership team is now in place with the necessary skills.

• The board has been reconfigured and has undergone an effectiveness review.

• Board members are still spending more time on the Commission than is best practice but 
this is improving and is expected to reduce once transformation is complete.

Source: National Audit Office analysis of previous National Audit Office and Committee of Public Accounts recommendations
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NAO/Committee recommendation Commission’s actions

Introduce a sample check of trustees’ information and 
assurances (NAO).

More checking and challenging approach:

• Mid-way through embedding new procedures for verifying information provided by trustees and 
following up actions. 

Be more proactive in assessing risk, by: 

• developing internal information analysis capability; 

• assessing general risk of individual charities; and

• updating the risk framework to include tax 
avoidance (NAO).

More proactive approach to assessing risk:

• revised risk framework; and

• attempting to digitise the process of registration to make risk assessment more straightforward; 
however, the technology is not capable of doing this yet.

Working to improve use of information and intelligence:

• developing an ‘analysis hub’ to use information better; and

• exploring use of data-mining with help of external expert consultants.

Work more closely with HMRC to share information and 
collaborate on risk-profiling charities (NAO).

Working more closely with others:

• new memorandum of understanding with HMRC signed.

Make better use of its statutory powers to regulate 
charities more effectively and therefore better maintain 
confidence in the sector.

• Making more effective use of its powers with more inquiries and investigations.

• Gained more powers since the Charities Act 2016.

Source: National Audit Office analysis of previous National Audit Office and Committee of Public Accounts recommendations
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Appendix Two

Performance measures
The KPIs broadly cover the breadth of the Commission’s statutory objectives

Statutory objective KPI 
No.

Key performance indicator (May 2017) Do KPIs sufficiently cover 
the statutory objective?

Notes

1 Increase public trust and 
confidence in charities

1 Increase the reach of public statements 
on regulatory outcomes

Partly

The Commission has two external performance indicators on trust and confidence in the 
charity sector and in the Commission itself, which it measures once a year. Consequently, 
it reports performance only when results are available. To measure trust and confidence 
on an ongoing basis, the Commission uses other research and sector engagement. 
It does not include this information in its performance dashboard.

2 Promote awareness and 
understanding of the operation of 
the public benefit requirement

15 Percentage of trustees’ annual returns 
that demonstrate a clear understanding 
of public benefit (IME)

Yes
The breadth of the statutory objective is mostly covered by a single KPI.

3 Promote compliance by charity 
trustees with their legal obligations 
in exercising control and 
management of their charities

5 Percentage of applications not registered 
due to robust regulation (Ops)

Partly

The KPI relates to registering charities, which only applies to a portion of charities.

16 Total income of charities covered by 
high/medium-risk compliance and 
permissions work (IME/Ops) pro rata

These KPIs aim to measure how the Commission is promoting compliance, although they 
only apply to charities affected by the Commission’s compliance and permissions work 
(not the whole charity sector).

17 Total income of charities covered by 
low-risk compliance and permissions 
work (Ops) pro rata

This EPI on compliance cases resulting in a beneficial impact relates closely to promoting 
compliance by trustees.

19 Engagement, Performance and Influence 
% of compliance cases resulting in a 
beneficial impact (IME/Ops)

Key

The KPIs do not fully cover the statutory objective

The KPIs partly cover the statutory objective

The KPI is aligned with objective or strategy
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Statutory objective KPI 
No.

Key performance indicator (May 2017) Do KPIs sufficiently cover 
the statutory objective?

Notes

4 Promote the effective use of 
charitable resources

2 Increase the reach of core regulatory 
guidance pro rata

Partly

This KPI loosely relates to using charity resources effectively.

3 Increase the digital coverage of 
transactions with the sector

This KPI is focused on how the Commission works rather than the effective use 
of charitable resources as a whole.

4 Promote the effective use of 
charitable resources

18 Amount of charitable funds directly 
protected by regulatory action (IME/Ops) 
pro rata

Partly

The Commission’s regulatory role does relate to using charitable resources effectively.

20 Percentage of risk assessment unit (RAU) 
proactive referral cases resulting in a 
beneficial impact (RAU)

Proactive referrals based on risk assessment closely relate to effectively using 
charitable resources.

5 Enhance the accountability of 
charities to donors, beneficiaries 
and the general public

4 Proportion of charities filing annual 
returns and accounts within 
10 months (Ops)

Yes

Although this is only one aspect of accountability, this KPI relates closely to the 
overall strategic objective.

14 Percentage of trustees’ annual reports 
and accounts that are of acceptable 
quality from the perspective of a 
reasonably informed member of 
the public (IME)

This KPI exactly covers the statutory objective as it focuses on the public’s use 
of financial information on charities.

Notes

1 Measures six to 13 are internal efficiency indicators. They do not directly map onto the Commission’s statutory objectives, and have been excluded from this analysis.

2 The mapping against statutory objectives is the NAO’s, and differs slightly from the Commission’s own mapping.

Key

The KPIs do not fully cover the statutory objective

The KPIs partly cover the statutory objective

The KPI is aligned with objective or strategy
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Appendix Three

Performance measures
The KPIs (May 2017) perform well against good practice criteria overall

KPIs from the Charity Commission’s May 2017 dashboard Has the target 
been met? 

(NAO assessment)

Clarity and 
usability of 

performance 
information

Comparability Attributable and 
avoiding perverse 

incentives

Reliability of data Timeliness and 
responsiveness

Policy and 

Comms

1 Increase the reach of public statements 

on regulatory outcomes pro rata

N/A

2 Increase the reach of core regulatory 

guidance pro rata

N/A

3 Increase the digital coverage of 

transactions with the sector

No

Ops

4 Proportion of charities filing annual returns 

and accounts within 10 months (Ops)

No

5 Percentage of applications not registered 

due to robust regulation (Ops)

Yes

6 Average time to process successful low/

medium-risk applications (Ops)

Yes

7 Percentage of customer queries responded 

to within 15 working days (Ops)

No

8 Average case length for live compliance 

cases (Ops)

Yes

9 Average case length for live permissions and 

advice cases (Ops)

No

10 Average case length for live low-risk 

permissions and advice cases (Ops)

Yes
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KPIs from the Charity Commission’s May 2017 dashboard Has the target 
been met? 

(NAO assessment)

Clarity and 
usability of 

performance 
information

Comparability Attributable and 
avoiding perverse 

incentives

Reliability of data Timeliness and 
responsiveness

IME 

(Investigations, 

monitoring and 

enforcement)

11 Average case stage length for live 

investigations (IME) NEW - 24 month 

progression towards target of 365 days

No

12 Average case length for live monitoring and 

enforcement team (MET) cases (IME)

No

13 Average case length for live compliance 

visits and inspections (CV&I) (non-inquiry) 

cases (IME)

Yes

14 Percentage of trustees’ annual reports 

and accounts that are of acceptable 

quality from the perspective of a reasonably 

informed member of the public (IME)

N/A

15 Percentage of trustees’ annual reports 

that demonstrate a clear understanding 

of public benefit (IME)

N/A

IME/Ops

16 Total income of charities covered by high/

medium-risk compliance and permissions 

work (IME/Ops) pro rata

N/A

17 Total income of charities covered by 

low-risk compliance and permissions 

work (Ops) pro rata

N/A

18 Amount of charitable funds directly 

protected by regulatory action (IME/Ops) 

pro rata

N/A
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KPIs from the Charity Commission’s May 2017 dashboard Has the target 
been met? 

(NAO assessment)

Clarity and 
usability of 

performance 
information

Comparability Attributable and 
avoiding perverse 

incentives

Reliability of data Timeliness and 
responsiveness

IME/Ops

19 EPI Percentage of compliance cases resulting 

in a beneficial impact (IME/Ops)

Yes

20 Percentage of risk assessment unit (RAU) 

proactive referral cases resulting in a beneficial 

impact (RAU)

N/A

Key

KPI meets none of the underpinning criteria

KPI meets some of the underpinning criteria

KPI meets all underpinning criteria
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Appendix Four

Risk-based regulation
Risk-based approach framework

Area A risk-based approach requires: Meaning: Examples from NAO reports:

Defining risk Defining ‘risk’ (what, to whom) Developing a clear definition of what ‘good’ looks like 
(rules, guidelines, other communication of expectations)

The Pensions Regulator needed to be clearer on what ‘protecting member 
benefits’ meant.

Regulating defined contribution pension schemes, 2012, available at: www.nao.org.
uk/report/regulating-defined-contribution-pension-schemes/

Deciding how much risk to 
accept (appetite)

Determining the circumstances in which the regulator 
will intervene

‘Each regulator has developed a risk appetite and decision-making structures to 
help inform decisions about whether to escalate emerging problems and whether 
to intervene with regulatory action.’

Regulating Financial Services, 2014 (paragraph 8), available at: www.nao.org.uk/
report/regulating-financial-services-2/

Measuring risk Understanding risk (nature, scale) Establishing a clear rationale for intervention, identifying 
the nature and scale of potential risks to objectives

‘The Department should ensure that detriment is estimated and reported regularly 
in a consistent manner. This could involve a biennial evaluation commissioned and 
owned by the Consumer Protection Partnership covering analysis of both, problems 
that consumers are aware of, and available data on hidden detriment. It will ensure 
that all bodies have insight on the scale, distribution, and trends of consumer 
problems and can balance the response appropriately.’

Protecting consumers from scams, unfair trading and unsafe goods, 2016 
(paragraph 22, a), available at: www.nao.org.uk/report/protecting-consumers-from-
scams-unfair-trading-and-unsafe-goods/

Setting metrics for measuring risk Measures of provider’s activities/outputs, mapping onto 
regulator’s objectives and potential risks

–

Collecting information 
and intelligence on risk

Identifying information needs (proportionate, and so forth); 
efficient collection; combining indicators and 
other ‘intelligence’

‘The FCA is developing ‘common views’ to bring together data and intelligence, 
helping it to analyse what is happening across regulated sectors and to identify the 
right interventions. This should help to inform its decisions on what to prioritise and 
improve its understanding of risks.’

Financial services mis-selling: regulation and redress, 2016 (paragraph 7), available 
at: www.nao.org.uk/report/financial-services-mis-selling-regulation-and-redress/
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Area A risk-based approach requires: Meaning: Examples from NAO reports:

Measuring risk 
(continued)

Analysing information and 
intelligence on risk

Developing processes and diagnostics for assessing 
levels of and actual/potential changes to risks, using both 
backward- and forward-looking information and intelligence

‘The Pensions Regulator has undertaken detailed analysis of risks to defined 
contribution scheme members, in 2007 and updated in 2010 supported by analysis 
commissioned from Deloitte. But the two regulators do not have a common 
approach to assessing risks and therefore may not agree on the most appropriate 
course of regulatory action. The senior-level group has not established a joint 
register for managing risks to members. The absence of a common risk framework 
could lead to inconsistent regulation of different schemes which could unduly 
influence the choices of employers, and makes it difficult to assess whether there 
are any gaps in the existing regulatory coverage.’

Regulating defined contribution pension schemes, 2012 (paragraph 2.6), available at: 
www.nao.org.uk/report/regulating-defined-contribution-pension-schemes/

Consolidating information and 
intelligence on risk

Collating information from across the organisation to  
(i) avoid information remaining in ‘silos’;  
(ii) understand thematic issues

Financial Conduct Authority (FCA) needed to draw together information from 
across the organisation more effectively. Financial services mis-selling: regulation 
and redress, 2016 (paragraph 12). Available at: www.nao.org.uk/report/financial-
services-mis-selling-regulation-and-redress/

Responding 
to risk

Developing approaches to risk Developing clear objectives and a strategy of regulatory 
approaches for delivering objectives

–

Escalation procedures for considering risk Making clear in which circumstances risks/developments 
should be escalated within the regulator

‘Supervisors are responsible for reviewing the risks that a firm poses to the 
respective regulator’s objectives, with potential problems escalated to more senior 
regulatory staff.’

Regulating financial services, 2014 (paragraph 2.7), available at: www.nao.org.uk/
report/regulating-financial-services-2/

Aligning use of regulatory tools to risk Using tools so that regulatory action is targeted on and 
proportionate to risk

‘The Pensions Regulator aims to provide a targeted and proportionate approach 
to regulation:

• The Pensions Regulator has segmented its market, which increases how well it 
understands and targets the risks that it identifies. It has categorised five market 
segments (four trust-based segments, one contract-based segment), according 
to scheme size and investor type, and in each case identified the intermediary 
whom it seeks to influence. It is, however, difficult for The Pensions Regulator to 
target less engaged employers and trustees.

• In trying to regulate proportionately, according to the risks in the market, The 
Pensions Regulator tries to ‘educate, enable and enforce’ by using guidance and 
support wherever possible, and enforcement action only as a last resort.’

Regulating defined contribution pension schemes, 2012 (paragraph 2.15), available 
at: www.nao.org.uk/report/regulating-defined-contribution-pension-schemes/
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Area A risk-based approach requires: Meaning: Examples from NAO reports:

Understanding the best tools to 
address risks

Using the full range of tools and developing a body 
of evidence on the effectiveness of tools in different 
circumstances and using this to inform regulatory 
decision-making

The FCA needed to learn more about which tools worked, and when. Financial 
services mis-selling: regulation and redress, 2016, available at: www.nao.org.uk/
report/financial-services-mis-selling-regulation-and-redress/

Resourcing 
for risk

Allocating resources to risks Allocating greater resources (management time, more 
senior staff, larger teams) to higher-risk areas

‘Each regulator allocates more resources to firms posing greater risks to consumers 
or markets, based on its own assessment of those risks.’

Regulating Financial Services, 2014 (paragraph 8), available at: www.nao.org.uk/
report/regulating-financial-services-2/

Reviewing resource/risk allocation Collecting and reviewing cost information to monitor 
whether activity is mapping onto risk; monitoring, 
for example ‘rookie ratios’

‘The costs of regulatory responses to mis-selling, and of arranging for redress for 
consumers, are substantial, and some gaps in the FCA’s understanding of the costs 
of its activities could hamper its decision-making.’

Financial services mis-selling: regulation and redress, 2016 (paragraph 9), available 
at: www.nao.org.uk/report/financial-services-mis-selling-regulation-and-redress/
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