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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 23 January 2012.


	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 23 January 2012.
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. In addition, 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. Earlier in 2011, Executive Board identified seven strategic risk themes that could potentially impact on Ofsted’s strategic priorities. These risk themes were reviewed by the Audit Committee at their meeting in December 2011, where they were endorsed for providing a tighter focus for Ofsted’s risk management.
4. The high-level risk register currently contains eight high-level risks, five of which were present on the last occasion that Board reviewed the risk register. Since then, three new risks have been added and six closed or removed from the high level risk register. 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 ongoing work on improving the risk management reporting process.
High level risk overview

6. The high level risk register can be seen in Annex B. Of the eight high level risks currently on the register, three relate to Ofsted’s ability to meet its spending review targets, two concern the development of its new inspection frameworks, two about Ofsted’s involvement with stakeholders and its perception by the media, and the remaining one on the management of Ofsted’s delivery contracts.

7. Three of above risks have remained on the risk register for over a year now, and two have been present for almost a year. These are:

· DEV-CR-001
Changes to multiple inspection frameworks (since November 2010)

· PIU-COM-001 Ofsted is perceived negatively in the media. Damaging credibility (since September 2010)

· F&R-PRO-001 Economic climate increasing risk of contractor failure (since February 2009)

· F&R-HR-007 Significant turnover of senior management (since April 2011)

· F&R-FIN-002 Reductions in government funding/Spending review (since November 2010)

8. Two of the above longstanding risks have remained at a consistent level since the last Board meeting, those being the Spending review risk (F&R-FIN-002), and the contractual failure risk (F&R-PRO-001). Their respective risk ratings are medium probability with high impact, and low probability with high impact.
9. The risk concerning the potential impact of a high turnover of senior staff was previously considered medium probability and medium impact. With key posts having now been filled, the rating has since been reduced to low probability with medium impact.
10. The risk regarding Ofsted’s perception in the media (and possible damage to its reputation) was increased from medium probability, high impact in October and November 2011 to high probability, high impact in December, with the increased media attention following the appointment of the new HMCI, and the need to manage media interviews carefully.
11. Following HMCI’s announcements on proposals for changes in school inspections from September 2012, including no notice inspections and the replacing of the ‘satisfactory’ grade, the risk probability covering the multiple inspection framework changes currently taking place has been increased, with the need to consult and implement in a relatively limited time scale (it is now rated medium probability, high impact).
12. Risks that were reported at the time of the last Board meeting, but which no longer feature are as follows:
· Launch of the Ofsted website. This was achieved in September 2011.

· Delivery of the 2010-11 Annual Report. This was published, on schedule, on 22 November 2011.

· Exemption from inspection for outstanding schools opposed by the House of Lords. This short lived risk occurred during the passage of the Education Bill. The proposal did not get sufficient support, and the Bill was passed, causing the risk to cease.
· Failure of Early Years ISPs (Inspection Service Providers) to deliver a quality service. This risk still exists, but now at a lower level, as in recent months it has been considered to have decreased in likelihood and impact.
· Failure to comply with Working Time Regulations. Whilst this is still a live risk, at the time of the last report the new time recording systems had not yet been introduced. Since then the issue has been carefully monitored, and the risk has reduced and no longer appears on the Strategic Risk register.
· The delivery of the Parental Satisfaction Survey. ‘Parent View’ was successfully launched in October 2011, and though there is now a new risk in relation to this (concerning response rates), the original aspect of concern ceased after its launch.
13. There are three (new) recent additions to the high level risk register: 
· Independent Schools framework [DNS-EC-19] – there is a risk that the DfE may not provide a final version of the independent school standards statutory instruments according to timetable, jeopardising Ofsted’s ability to produce the revised independent school inspection framework for 1 September 2012. DfE has advised Ofsted that they only wish to make minor amendments to the regulations.
· Impact of government changes on inspection [IDD-CR-45] – including the DfE’s response to Ofsted’s spending review proposals, which may result on Ofsted targets not being met.
· Parent View [DNS-EC-020] – This website will assist in the provision of parental feedback and risk assessment for school inspections. There is currently a risk (medium probability, medium impact) that the response rate will be insufficient to ensure its effectiveness.
Future developments and improvements to the risk management process

14. The past six months has seen the successful rollout of a new SharePoint risk reporting system within Ofsted. This has significantly improved the consistency of risk reporting across the organisation, and together with greater alignment of processes for review and sign-off at directorate and management team level, the system has brought greater efficiency and effectiveness to the moderation/comparison of risks, as well as identifying cross-directorate dependencies.
15. Following the school inspection announcements made by HMCI in January, the changes in directorate responsibilities, and an increasing focus on spending review work, the structure of the risk registers and risk management process will be reviewed in the coming months to ensure continuing clarity of purpose and accountability. 
16. In addition, at their meeting on 2 February 2012, Audit Committee reviewed the risk register and suggested that the Executive consider conducting a review of the high levels risks to make sure they fully reflect the major risks facing Ofsted (now and in the future) and that they were rated appropriately in relation to each other [see Audit Committee Minutes, 2 February 2012, item 14]. 
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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