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Many charities unprepared for fraud, says watchdog 
 

Many charities are ill-prepared to deal with fraud, according to independent watchdog 

the Fraud Advisory Panel (FAP). 

 

New research conducted amongst charities with an income of £10,000 or more, and 

released today (Tuesday 24 February), reveals that 60% of charities in England and 

Wales have no significant anti-fraud policies and procedures in place. This rises to 

almost three-quarters amongst the smaller charities. 

 

The Fraud Advisory Panel studied more than one thousand charities of varying type 

and size to assess the impact and cost of fraud in the charitable sector, and to 

discover what charities are doing to fight fraud. 

 

It found that even though half of all respondents think fraud is a major risk to 

charities, due to their reliance on trust and goodwill, fraud is still not properly 

considered across the sector as a whole. However, only seven per cent of 

respondents, a comparatively small number, said they had suffered a fraud in the last 

two years. 

 

Ros Wright, Chairman of the Panel and a former Director of the Serious Fraud Office, 

said: “Charities that fall victim to fraud must cope with cancelled projects and 

damaged reputations as well as direct financial losses. Then there is the harm done 

to staff morale; our in-depth follow-up interviews found significant levels of stress, 

feelings of betrayal and illness, and sometimes even redundancy, all as a direct 

consequence of fraud.”  

 

”Yet most charities still have no anti-fraud measures in place. Our researchers spoke 

to organisations that had been brought to the very brink of extinction by fraud, but 



many remain unaware even of the support available through bodies such as the 

Charity Commission.” 

 

“Charities that have avoided the attentions of fraudsters need to learn lessons from 

those which have not been so fortunate,” says Mrs Wright. 

 

Just over half of the charities that have already fallen victim to fraud now think, in 

retrospect, that they contributed to the fraud taking place by being too trusting or 

having inadequate internal controls.  

 

“That should be a wake up call, but instead many charities are behaving as if fraud 

happens only to other organisations”, says Mrs Wright.  

 

“In fact, the experiences of the charities in our study suggest that in England and 

Wales thousands of charitable organisations are hit by fraud every year. The small 

organisations are the least prepared, and so are the most potentially vulnerable. But 

remember, the vast majority of the 170,000 plus charities in England and Wales are 

small charities. Overcoming resistance to change, spreading the word about the 

urgent need for real preventative and effective controls and procedures, is clearly an 

important and pressing challenge both for individual charities and the sector as a 

whole.” 

 
- ENDS - 
 
Media enquiries 
 
Linda Findlay, ICAEW press office, on 01392 841691 or 07769 938 578 or linda.findlay@icaew.com. 
 
 
Notes to editors 
 
1. The full version of the research report, Breach of Trust can be downloaded from 

www.fraudadvisorypanel.org.  
 

2. The research was sponsored by chartered accountants Chantrey Vellacott DFK LLP, advisors 
to more than 300 clients in the not-for-profit sector and ranked as a top ten auditor by Charity 
Finance magazine. 

 
3. Methodology: The study was conducted in two phases during the fourth quarter of 2008 by 

Carol Goldstone Associates, a specialist research agency. A self-completion postal survey was 
sent to a sample of 5000 registered charities in England and Wales drawn randomly from the 
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Charity Commission’s register. To enable size comparisons the register was stratified into four 
income bands and a random sample taken from each. A total of 1123 responses gave a 22% 
response rate (good for a survey of this type) and came mostly from office holders: treasurers 
(19%), chief executives (15%), chairmen (13%), secretaries or company secretaries (10%), 
finance directors (9%), trustees (8%). The second phase was a series of in-depth interviews 
with six charities that had reported a fraud in the first phase. These organisations were selected 
so as to create a representative cross-section in terms of size, activity and the type of fraud 
suffered.   

 
4. The Fraud Advisory Panel is a registered charity which works to raise awareness of the 

immense human, social and economic damage caused by fraud and to help individuals and 
organisations develop effective strategies to prevent it.  It was established in 1998 by the 
Institute of Chartered Accountants in England and Wales (ICAEW) which continues to provide 
valuable support.  

 
The Panel works to: 
• Advise government, business and the general public on fraud prevention, detection and 

reporting; 
• Assist in improving education and training in business, the professions, and general 

public; and 
• Establish a more accurate picture of the extent, causes and nature of fraud. 
 
The Panel has a truly multi-disciplinary perspective on fraud. Members include representatives 
from the law and accountancy professions, industry associations, financial institutions, 
government agencies, law enforcement, regulatory authorities and academia.  

 
     

 

 

 


