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Introduction

Independent Schools are facing a time of significant financial challenge, at levels not
previously experienced by some Governors and senior management. Some of the key
challenges facing the wider sector and Boards of individual schools include:

e affordability of school fees and the "'squeezed middle"; * increased staff costs including the recent
apprenticeship levy, national minimum and national
living wage and proposed increases to the Teachers'’
Pensions contribution rate; and

e competition from high-performing maintained and
Academy schools;

e understanding and adhering to the increasing level of
regulation that is impacting all sectors, some of whichiis
well known and publicised whilst other is less so, but all
needing to be managed in some way;

unknown future costs including the potential loss of
business rates relief, VAT on school fees not to mention
the economic uncertainty around what happens with
Brexit.

To enable your school to survive and continue to thrive, the business will need to be run better than ever before, both strategically
and operationally. Crucial to a successful business is a solid base from which to formulate and deliver your strategic objectives.

A strong Governance, Risk and Compliance (GRC) framework will enable you to make the right decisions and deliver them with
confidence. In order to face the challenges ahead, every school should look at its own GRC arrangements and consider if they are
fit for purpose. Some basic questions arise:

Do you have the right skills?

Do you have the necessary skills on your More so than ever, Independent
Board of Governors to meet the increasing Schools need to equip themselves both
challenges ahead? Andis your Board strategically and operationally to face

. s . . ,
operating effectively: their external challenges. Using RSM's

guide, you can critically assess your

Are you looking at the right risks? own governance, risk and compliance
s the Board focused on the right things? arrangements to ensure that you have the

skills and tools needed to run your business
effectively and future proof your school.

What assurance do you need?
How do you know you know your risks are
being effectively managed? David Woodgate,

Chief Executive, ISBA

Do you have theright tools?
Do you have access to reliable and timely risk
and control management information?
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Do you have the right skills?

In order for your school to operate effectively you need to start with the right skills on your
Board. For example, when did you last undertake a skills audit of the Board? Do you have the
right people to meet the school's current and future challenges? How effective is the Boardin
meeting its objectives?

As best practice, you should take additional steps toimplement ~ The Charity Governance Code, inline with the existing SORR,

or report on your Board's effective processes or procedures. recommends a “formal, rigorous and transparent procedure to
appoint new trustees”. Further to this there should be arigorous
Consider the diversity of skills and profile of Governors on review process that is disclosed within the annual report.

the Board to ensure that your Board is diverse and contains
the skills you need. Consider using benchmarking tools based Beyond having a Governor recruitment process, schools

onmarket data, such as from sector surveys and reports, need to display their consideration towards Board reviews
toinform and review Board structure. Repositioning your and skills audits, talent of the collective Board composition
Board structurein line with a tried and tested method, clearly and an adherence to keeping the Board size between the
evidenced in your annual report and delivered effectively by recommended five and 12 Governors.

Governors downwards throughout the organisation, will give
your school the best chance at succeeding inits goals.

Should you set up a separate audit committee?

Schools must decide whether they set up separate committees to deal with audit, finance and risk issues or create combined
committees for two or three of these areas.

Combined committees can deliver significant management and Governor time savings, while separate committees can provide
greater independence from management and increased emphasis on risk and control. If you do decide that a separate audit
committee is needed to manage risk in your school, this you should consider are:

*  Whatis the committee’s remit? * Theright people
A clear Terms of Reference is needed to set out the If an audit committeeis to add value, it must comprise
committee's overall purpose, responsibilities and authority. suitably qualified individuals. As with the wider Board,
diversity of skill setisimportant. Expertise should span
*  What s the right number of people the core aspects of the committee's duties: primarily
for the committee? finance, audit and risk. In some cases, membership may
To meet the objectives set by the Board, audit also need strategy, IT, compliance, fundraising and HR skills.

committees must be the right size. When they are too
large, committees run the risk of becoming inefficient.

When they are too small, committees may find they * An effective chairperson

are not quorate and lack the authority to make valid A strong chair understands the need to focus on the key
decisions, particularly if a member is unable to attend risks facing the school and the need to keep committee
ameeting. members engaged.

For more information on setting up an effective audit committee please download a copy of Turning Lights Green — a best practice
guide for audit committees at https://www.rsmuk.com/ideas-and-insights/independent-schools-end-of-term-report-

spring/the-role-of-audit-and-finance-committees

For more information on how to adopt the Charity Governance Code at your school please read Decoding the Charity Governance
Code at https://www.rsmuk.com/ideas-and-insights/decoding-the-charity-governance-code




Are you looking at theright risks?

Whether you are driven by the desire to obtain more value from your Governors
meetings or improve your existing risk management then you should make sure you

undertake areview of your strategic risks.

At the least, it will confirm what you thought you knew (no bad thing) and at best, it might just change your school
altogether and maybe for the better. So, what do we mean by strategic risk?

Those risks that if realised could fundamentally affect the
way in which your school operates or achieves its outcomes
in the next one to three years. These risks will have a
detrimental effect on the achievement of your school's key
objectives. The risk realisation will lead to material failure,
loss or lost opportunity.

Charitable schools are required to include a disclosure
statement in their annual report confirming that the major
risks, to whichit is exposed, as identified by the Trustees,
have been reviewed and systems or procedures have been
established to manage those risks. Many schools respond
to this requirement from a ‘'must do’ perspective rather than
a‘'must have’; the result in most cases being a benign and
academic approach to the management of risk, ie we have
risk register, tick box.

Governing bodies are, however, really missing a trick if they
have not spent sufficient time in focusing on the dimension
of strategic risk. We know from our experience in all other

sectors that Boards are often good at focusing on and
preventing operational failures in their many guises but

are not using strategic risk to set the organisation’s future
agenda and direction. In some cases, we have found that
Boards are not keen to even consider strategic risk because
they are afraid of what they might find; either as a result of
ignorance (do not want to know!) or dogmatic Boardroom
behaviours (I do not need to know!).

Both characteristics you might find in less well-governed
organisations. There are also organisations that think they
know what their strategic risks are, but the risks, by their very
nature, are not strategic (or do not meet the criteriain the
definition above). Thus, the organisation does not get the real
benefit. Don't let your school be one of these organisations.

To consider whether your Board really understands the school's major risks,
undertaking a strategic risk identification exercise can bring the following benefits:

the Governors (collectively and individually)
having '‘head room’ and time to consider,
debate and articulate the future strategic
risks of the organisation, including the risk
of missed opportunities;

development of a common understanding of
the strategic objectives, risks and organisational
values;

an opportunity for the Board to assess its own
vulnerability — does it know as much as it should?
Or are there any knowledge gaps?
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the chance to challenge plans, that willhelp
mitigate the strategic risks, and ensure they
are as robust as they should be;

e an opportunity to refocus the Board meeting

agenda, or at least check that it reflects what
it should do; and

demonstrate to others that the Board
takes its risk management and governance
seriously.






What assurance do you need?

Within an independent school the responsibility for managing risk rests with the
Board of Governors. Should a risk materialise such as breakdown in safeguarding or
financial mismanagement, there is no doubt that questions will be raised regarding the
governance and risk management processes. The responsibility of the Governorsis to
seek assurance that all principal risks are managed effectively.

One major, but often overlooked, dimension of strategic risk is a failure of the ‘business as usual’ control
environment, being the realisation of one or more risks that under normal circumstances should have been
within the school's control. Where the risk mitigation control is applied ineffectively the school becomes

exposed to risk automatically.

Governors often fail to put in place suitable arrangements that
enable the reporting and monitoring of the core controls that
protect the school from the majority of ‘business as usual’
risks. This is where assurance becomes a key element of the
Board's risk management approach.

Assurance goes to the heart of the work of any Board. The
provision of education involves risk and being assuredis a
major factor in successfully controlling risk. Having the right
assurances gives confidence that risks are being controlled

What is a Board
Assurance Framework?

The HM Treasury Guidance on Assurance
Frameworks (2012) defines an assurance
framework as:

An assurance framework is a
structured means of identifying
and mapping the main sources of
assurancein an organisation, and
co-ordinating them to best effect.

Or more simply put, do we really know
what we think we know?

effectively, or, conversely, highlights that certain controls are
ineffective or that there are risks where no assurances are
being provided.

A Board Assurance Framework brings together in one place
all the relevant information on the risk to the Board's strategic
objectives. It is an essential tool for Boards, but like all tools it
needs to be used with skilland diligence.

The development of Board assurance arrangements should
be alogical extension of anindependent school's existing

risk management arrangements. It isimportant therefore
that you are satisfied with how your Board, finance and
sub-committees and external reviewers understand and
implement risk management, and that you maintain an
informed engagement with the risks and opportunities that
you face. If these arrangements are effective they will help you
to understand the process and control environment, and help
you answer the core questions:

¢ what do we want assurance over? and

e how much assurance do we need?

Developing and maintaining Board assurance arrangements

is not, and should not be, a separate activity, but rather an
embedded tool of management. As a natural extension of risk
management, it would be reasonable to incorporate your Board
assurance policy and procedures into your risk management
documentation, therefore ensuring that risk, control and
assurance identification and monitoring processes are
considered as a single, not disparate, set of activities.

For more information on how to formulate a Board Assurance
Framework for your school please download RSM's Board
Assurance A Toolkit for Independent Schools at https://www.
rsmuk.com/ideas-and-insights/Board-assurance-a-toolkit-
for-independent-schools
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Governance, Risk and Compliance - Do you
have theright tools? Do you have Insight?

Insight 4GRC™ is RSM's proprietary cost effective and powerful suite of governance, risk and
compliance software products that can provide your school with the tools needed to monitor
and control performance, assess organisational risks and effectiveness of controls, track
assigned actions, enable employee awareness and facilitate policy acceptance.

The Insight4GRC™ suite is cloud based, offering instant updating, interrogation and monitoring - making use of interactive
dashBoards and user defined reports. Insight4GRC™ s used by over 200 organisations providing you with a complete picture of
your school governance risk and compliance environment at the touch of a button.

4risk 4action
Powerful and flexible risk management system Action tracking and recommendation system

4risk™ is a flexible risk and business assurance
management information software system that
enables an organisation to monitor and measure
its overall exposure to risk and examine the
effectiveness of its control environment.

4action™ is a powerful action tracking software tool
that gives individuals the ability to be assigned and
update the status of their actions — thus ensuring
that managers always have a complete picture of
the status of all agreed tasks and actions across the
whole organisation, strengthening accountability,

Arisk™ risk management system will provide you with a visibility and achievement of desired outcomes.

complete picture of your organisation's risk, mitigation
and assurance profile enabling the establishment of
enterprise-wide risk management, no matter the size of
your organisation or number of locations.

4action™ is an extensive reporting facilities and the
ability to set target dates and automatic notifications
for the individuals responsible for actions help ensure
administrators have a complete picture of the status
of all agreed tasks and management actions.

4policies

4performance

Employee policy management software

4policies™ enables organisations to deploy their
policies and procedures to employees, identify levels
of awareness and crucially record their acceptance
of these policies and procedures thereby reducing
likelihood of non-compliance and potential exposure
to operational and legal risks.

4policies™ policy management software enables you
to educate your employees on your school policies
and procedures, identify levels of awareness and
crucially record their acceptance of these policies.
Your key school policies can easily be displayed to
your employees and their understanding of them
monitored through the extensive reporting facilities
built into the software.number of locations.

Performance management and reporting

4performance™ gathers information from across
the organisation and enables management teams to
monitor the performance and general ‘health’ of the
business so that management time can be invested
where it is most needed.

4performance™ uses a simple traffic light display (red,
amber and green) to give a quick visual indicator of your
organisational situation at any given time. The easy-to
understand system draws attention to particular issues
and focuses decisions on any critical aspects which are
affecting day-to-day operations — enabling you to invest
management time where it is most valuable.

For further information go to www.insight4grc.com or to arrange a demonstration of our Insight4GRC suite,
please contact Matt Humphrey at matthew.humphrey@rsmuk.com.
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Independent School Governance and Risk Compliance
(GRC) maturity self-assessment

This self-assessment questionnaire will take approximately 15 - 20
minutes to complete. Each question asked requires a judgement to be
made with regards to your school's GRC arrangements as per below:

Assessment critieria

Not Known unable to make an informed assessment.
Emerging informal approach though not yet effective.
Developing approach meets basic expectation of stakeholders though

not as effective as it could be.

Maturing approach built into normal course of business and is
generally effective.

Enabling approach clearly contributes to the achievement of
organisation objectives and s fully effective.

Does not exist item under assessment does not exist / is not recognised.

We recommend, however, that this self-assessment be reviewed by the Board or the audit committee
as a group so that each area can be fully explored, discussed and challenged so that a sound GRC
maturity assessment can be made.

RSM offers a facilitated workshop session to assist you in maximising the outputs from the
questionnaire and focusing on areas of development. Please contact Matt Humphrey matthew.
Humphrey®@rsmuk.com for more details.
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1. The school’s core business objectives are clearly defined.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

2. The school's business plan or strategy, including core objectives, is understood by those involved
in the oversight, management and delivery of services.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

3. The school's performance measures are clearly aligned with the core business objectives and are
subject to regular reporting and monitoring.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

4. Therisk appetite of the Board has been defined and is understood.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

5. Risk Management training is available and provided to Board, management and staff.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

6. Allkey activities and/or functions and initiatives are subject to a cyclical or regular
risk assessment.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O
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7. Strategicrisks associated with the achievement of core objectives have been identified, are
understood and are kept under review by the Board / senior management (subject to full refresh at
least annually).

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

8. The school has established an electronic management information system to enable the efficient
administration, monitoring and reporting on governance and risk management arrangements. This
excludes the use of Microsoft office tools.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

9. Committee decisions are subject to a formal assessment of risk including both opportunity
and challenge.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

10. Horizon scanning by the Board is formally undertaken as part of a cyclical exercise. This focusses
on opportunities as well as potential challenges and areas of difficulty that are emerging.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

11. Thereis a Board member and/or senior manager with an overall responsibility for the management
of Governance and risk across the school.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

12. There s a fully functional Finance Committee (or equivalent) with appropriate membership. At
least one individual has strategic finance skills and experience.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O
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13. Thereis a fully functional Audit Committee consisting of appropriate independent membership and
experience.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

14. There is a fully functional Internal Audit service or equivalent.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

15. There is a fully effective Renumeration/HR Committee or equivalent that approves all
appointments and rewards, as well as ensures adherence with employment legislation and
relevant regulations.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

16. There is a clearly defined and visible Board Assurance Framework (BAF) and this is subject to
regular review by the Board and its Committees.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O (| O O O

17. There s at least annually a review of governance and risk management arrangements sponsored
by and reported to the Board with an improvement plan.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

18. Policies and procedures are up to date, communicated, understood and accepted by all Governors
and staff.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O
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19. The Board is subject to annual (independent) review of effectiveness with improvement plans
developed as appropriate.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

20. A register of interests, as well as gifts and hospitality offered and / or received is maintained
and monitored.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

21. There is a whistleblowing policy and procedure and this is communicated across the school and
subject to monitoring.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

22. There is a complaints process and this is clearly communicated and monitored.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

23. Incidents as well as breaches in procedure and policy are logged, reported and action taken
by the school.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

24. A management and staff appraisal process exists and is consistently applied.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O
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25. A management and staff development and learning programme exists and is
consistently applied.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

26. Completion of mandatory training is subject to monitoring with action being taken in areas
of non-fulfilment.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

27. The appointment process for staff ensures only appropriate / suitably qualified / experienced and
skilled staff are appointed (including appropriate vetting prior to appointment).

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

28. There is an up to date and tested business continuity plan.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O O O O O

29. Lessons learned from near misses and errors are communicated, reviewed and improvement
required tracked.

NOT KNOWN EMERGING DEVELOPING MATURING ENABLING DOES NOT EXIST

O O (| O O O




For more information contact

Nick Sladden

Head of Charities and Independent Schools
T:020 32018313
Nick.Sladden@rsmuk.com

Kerry Gallagher

Audit Director

T: +44 118 953 0350
Kerry.Gallagher@rsmuk.com

Matt Humphrey

Risk Assurance Partner

T:+44 0116 282 0550
Matthew.Humphrey®@rsmuk.com
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