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Review of High-level Risks

	Summary

This paper presents the overview of high-level risk register. It outlines the major risks that have been identified across the Ofsted for the period ending 15 August 2011.


	Recommendation
Ofsted Board members are invited to review the risk register, consider if the risks identified appear appropriate for the Spending Review period, and note the improvements made to the risk management process since the last Board review.


Issue

1. The Board considers the major risks to the delivery of Ofsted’s priorities on a six-monthly basis. This paper presents Ofsted’s views on the major risks facing the delivery of its priorities up to 15 August 2011.
Summary
2. The High-level Risk Register can be found in Annex B and contains the major risks to the delivery of Ofsted’s priorities. All reported risks are grouped by strategic priority and risk theme. These risks are reviewed by Executive Board on a monthly basis to ensure that each risk is being managed in an effective manner. The Audit Committee reviews the register at each meeting to provide assurance to the Board that management are effectively controlling the major risks to Ofsted.
3. Executive Board has identified seven strategic risk themes that could have an effect on Ofsted’s strategic priorities. The risk themes were reviewed by the Audit Committee at their meeting on 25 July 2011. Audit Committee members endorsed the tighter focus that the risk themes provide.

4. The high-level risk register currently contains eleven high-level operational risks. One risk was added to the register in July regarding the passage of the Education Bill through the House of Lords and their discussions on the exemption of schools achieve an “outstanding” rating from the inspection process. The assessment of the ten other risks has remained stable between June and July. Annex A contains the matrices used to assess the likelihood and impact of each risk.
Recommendation

5. Ofsted Board members are invited to comment on the major risks facing Ofsted review the risk register, consider if the risks identified appear appropriate for the Spending Review period, and note the improvements made to the risk management process since the last Board review..
Risk Management Process

6. The risk management process in Ofsted is used to identify, manage and report on risks associated with activities, programmes or projects. This means identifying those risks that could prevent Ofsted achieving its outputs and targets; working out the how likely the event will occur and what the impact on Ofsted would be; and, deciding what arrangements Ofsted can put in place in response to the risk. A lot of this is done on a practical level and as part of everyday management.

7. All activities in Ofsted’s plans have the potential to have risks associated with them. These risks can be grouped into three main types: Strategic, Programme/Project or Operational.

· Strategic Risks are those associated with our strategic priorities as set by the Executive Board;

· Programme/Project Risks are those associated with delivering programmes and projects;

· Operational Risks are those associated with delivering our day-to-day outputs and targets.

8. Each month team, Divisional and Directorate risks are reviewed by the appropriate managers and the risk registers are updated accordingly. Registers are then collated by each Directorate and reviewed by the appropriate Director. As the probability and/or impact of risks decrease in response to the mitigating actions then Directors may demote them from the high-level risk register. Equally as new risks arise, and start to be recorded in risk registers, Directors may promote them to the high-level risk register, so that they can be reviewed by the Executive Board and monitored each month in the management information pack. 

9. To ensure that risks are defined, described and scored in a consistent manner across the organisation, Executive Board established the Risk Management Moderation Group sub-committee. This group meets on a monthly basis to review risks from each Directorate to ensure that risks are reported consistently. The group also proposes where risks should be escalated to the High-level Risk Register, so that members of Executive Board are made aware of the most significant risks to Ofsted.
Improvements to the risk management framework

10. Executive Board reviewed the risk management framework in February 2011. As part of this review the Risk Management Moderation Group was asked to examine how to enhance the top-down approach to risk identification and management. The review identified a number of themes that that could affect Ofsted’s strategic priorities. These themes were refined by Executive Board in June 2011 and incorporated into the risk register to help focus future discussions. The Audit Committee reviewed the new look risk register at their meeting in July and endorsed the tighter focus that the risk themes provide.

11. To help improve the consistency in the reporting of risks across Ofsted, the Risk Management Moderation Group commissioned the development of a SharePoint-based risk register. This has been trialled successful and it is envisaged that the new system will be used across Ofsted by 31 October 2011.

12. During June and July 2011, Internal Audit conducted a review of the risk management processes used in Ofsted. Internal Audit was able to provide substantial assurance that the procedures and controls in place enable effective management of Ofsted’s risks. This audit included a review of the improvements noted above.

Annex A: Risk Assessment Matrices
This is an extract from the Risk Management Policy (April 2011).
Likelihood

Likelihood relates the evaluated probability of a particular outcome actually happening (including a consideration of the frequency with which the outcome may arise). Risks are assigned probability ratings of High, Medium or Low as outlined in the table below.

	Rating
	Description

	High
	“Likely”
	The risk has a greater than 30% chance of being realised at least once during the period of the activity.

	Medium
	“Possible”
	The risk has a 5-30% chance of being realised at least once over the period of the activity.

	Low
	“Unlikely”
	There is a less than 5% chance that the risk will materialise over the period of the activity.


Impact

Impact relates to the evaluated effect or result of a particular outcome actually happening. If a risk occurs there will be an impact on Ofsted (or on a team, Division or project) and this is categorised through a scale of Very High, High, Medium and Low. There is one more category for impact than for probability to differentiate the critical kinds of impact that should be defined as being ‘Very High’. The tables below are designed to help in the assessment of impact under these scenarios.

Annex A continued.

Strategic and High-level Operational Impact Scales

	Rating
	Financial
	Reputational
	Achievement of Objectives

	Very High
	More than £2m
	National negative press for Ofsted. Long term loss of standing and damage to the brand. Possibly irreparable
	Failure to deliver more than one key objective

	High
	Between £750k and £2m
	National negative press for Ofsted. Medium term loss of standing and damage to brand name. Reparable in the medium term
	Failure to deliver a key objective

	Medium
	Between £200k and £749k
	Local negative press for Ofsted. Limited loss of standing and damage to brand but reparable
	One or more key objective is only just achieved (for example, significant delays)

	Low
	Less than £200k
	Very short term negative press for Ofsted. Transient with no lasting damage
	Failure to achieve one or more Directorate-level objectives


Annex A continued.

Programme/Project and Low-level Operational Impact Scales 

	Rating
	Financial
	Reputational
	Timescale
	Delivery

	Very High
	More than 20% of budget
	Relationship with external stakeholder is severely damaged
	Major delay: More than 50% of original timescale
	Major shortfall in delivery affecting Division objectives.

Programme/project will not be able to proceed as planned and requires re-planning. Majority of benefits will not be delivered.

	High
	Between 10% and 20% of budget
	Relationship with external stakeholder is damaged
	Large delay: Between 30% and 50% of original timescale
	Major shortfall in delivery affecting divisional level objectives.

Programme/project will not be able to proceed as planned and requires re-planning. Majority of benefits will not be delivered.

	Medium
	Between 3% and 10% of budget
	Mid-level embarrassment for Project Manager/ Activity Lead
	Significant slip: Between 10% and 30% of original timescale
	Minor shortfall in delivery affecting Division objectives.

Programme/project able to proceed but with some changes to original parameters (e.g. scope or cost). Up to a 1/3 of benefits will not be delivered.

	Low
	Less than 3% of budget
	Low-level embarrassment for Project Manager/ Activity Lead
	Minor slip: Less than 10% of original timescale
	Negligible shortfall in the delivery affecting team objectives.

Programme/project able to proceed with some small adjustment to parameters. A small proportion of business benefits will not be delivered.
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