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Memorandum of Understanding for co-operation between HM Inspectorate of Education and the Accounts Commission for Scotland within the context of inspection and other forms of external scrutiny of the education functions of local authorities in Scotland.

Objective of the Memorandum of Understanding 

The purpose of this Memorandum is to set out arrangements, powers and responsibilities of HM Inspectorate of Education, the Accounts Commission, Audit Scotland and external auditors in relation to each other before, during, and after an inspection by HMIE of the education functions of a local authority in Scotland, and in relation to external scrutiny as part of Best Value.

Background

Accounts Commission for Scotland 

The Accounts Commission is a statutory, independent body which, through the audit process, assists local authorities to achieve the highest standards of financial stewardship and the economic, efficient and effective use of their resources. The Commission has five main responsibilities:

· securing the external audit;

· following up issues of concern identified through the audit, to ensure satisfactory resolutions;

· reviewing the management arrangements which audited bodies have in place to achieve value for money;

· carrying out national studies to improve economy, efficiency and effectiveness;

· issuing an annual direction to local authorities which sets out the range of performance information which they are required to publish.

The Commission secures the audit of 32 councils, and 34 joint boards and committees (including police and fire services). 

Audit Scotland 

Audit Scotland is a statutory body which provides services to the Accounts Commission and the Auditor General for Scotland, both of whom perform their functions through Audit Scotland.  In conducting its business, Audit Scotland acts on behalf of the Commission or the Auditor General, and is governed by their requirements and directions.

External auditor

Auditors who undertake work on behalf of the Accounts Commission can be either private firms or staff of Audit Scotland.  In addition to carrying out a financial audit, which leads to the expression of an opinion on the accounts, auditors are required to:

· satisfy themselves that authorities have made proper arrangements for securing economy, efficiency and effectiveness in their use of resources

· participate in national value for money studies

· satisfy themselves that authorities have made adequate arrangements for the production and publication of performance information.

At the conclusion of their audit, auditors submit a report identifying the main issues which have arisen from the audit, addressed jointly to the authority and the Controller of Audit.

Her Majesty’s Inspectorate of Education

Her Majesty’s Inspectorate of Education [HMIE] are appointed by HM the Queen on the recommendation of the First Minister. The Inspectorate exists as a distinct unit within the framework of the Scottish Executive. Under the Education (Scotland) Act 1980 and the Standards in Scotland’s Schools etc Act 2000, HM Inspectors have rights and duties in relation to the inspection of schools, other education establishments, and the education functions of local authorities.

The Head of the Inspectorate is the principal professional adviser to the Scottish Ministers. HMIE provide information, assessment, and advice to Ministers, the Scottish Executive Education Department and other Government departments and national agencies engaged in education and give a lead in implementing Government policy through development work. They evaluate the overall quality of education, standards of attainment, the effectiveness of individual institutions, ways for assuring quality and value for money.

Each year HMIE inspect and publish reports on a wide range of educational establishments, including nursery, secondary and special schools, further education colleges, teacher education and community education. Denominational and non-denominational schools are inspected as are independent schools and those managed by education authorities. 

HM Inspectors also produce general reports on important aspects of education, identifying strengths and making recommendations for improvement.

Context of collaboration between HMIE and Audit Scotland 

The Standards in Scotland’s Schools etc. Act gives Scottish Ministers powers to inspect the education functions of local authorities and specifies that Ministers delegate management and co-ordination of inspections of authorities to Her Majesty’s Senior Chief Inspector. The powers given are for regular periodic inspections, thematic inspections and special inspections. The Code of Practice for inspection of the education functions of local authorities lays down that HMIE will carry out inspections in partnership with other relevant agencies, normally including the Accounts Commission.

The final report of the Best Value Task Force1 recommended a high standard of scrutiny of the delivery of Best Value building on the expertise of the Accounts Commission and Inspectorates under the auspices of a Joint Scrutiny Forum. The Accounts Commission secures a PMP audit currently which covers most aspects of the Best Value framework for local authorities. The PMP audit is carried out as part of the auditor’s statutory duties. The education functions of a council (EFC) come within the services covered by the Commission’s appointed auditors.

Both the Code of Practice for inspection of the education functions of local authorities under the Standards in Scotland’s Schools etc. Act and the final report of the Best Value Task Force emphasised that external inspection and scrutiny should be seamless from a council’s perspective. Annexe 1 sets out the operational framework for inspection and scrutiny that ensures joint planning and elimination of duplication and over-audit.

This Memorandum sets out the HMIE–Accounts Commission agreement on partnership procedures. 
General

· The collaboration will be designed to provide efficient and effective external inspection and scrutiny by utilising the general and particular knowledge, understanding and skills of HM Inspectors, Audit Scotland, and external auditors. The respective roles and statutory responsibilities of the parties will be recognised in the arrangements.

· HMIE and Audit Scotland will aim to design an approach to audit and inspection of EFC that ensures that a programme of work is undertaken that allows auditors and inspectors to discharge their statutory duties in a co-ordinated and integrated way. An inspection of the education functions of a local authority will be regarded as the major contribution to Best Value external scrutiny.

· HM Senior Chief Inspector will have overall responsibility for planning, managing and reporting on inspections. Audit Scotland remains responsible for the execution of the external audit of an education authority (EA) and providing guidance to appointed auditors on, amongst other things, the management arrangements (PMP) audit. Appointed auditors remain responsible for satisfying themselves that each EA has made arrangements for securing value for money in its use of resources.

· HM Inspectors will consult with Audit Scotland over inspection guidelines, quality indicators and performance information. Audit Scotland will consult with HMIE on its PMP audit framework.

· HMIE will consult with Audit Scotland in planning of thematic inspections that may involve value for money studies of aspects of education. Audit Scotland will consult with HMIE on its VFM studies programme and statutory performance indicators.

· Audit Scotland and HMIE will collaborate in the monitoring and evaluation of inspections and provision of staff development necessary for continuous improvement of the process.

Approach

Pre-inspection

The aim is that the framework for inspection and self-evaluation prior to an inspection will be based on HMIE’s Quality Indicators and will encompass the Accounts Commission’s PMP audit requirements and requirements set out by the Best Value Task Force.

· For each inspection Audit Scotland will be invited to nominate a member of staff who will be a member of an inspection team for the duration of an inspection. The appointed auditor may also be invited to nominate a member of staff either to the inspection team, or to act as a key contact for the inspection team. Where the appointed auditor is not represented on the inspection team, the Audit Scotland member of the team will be responsible for liaising with and interpreting information from the external auditor on behalf of the inspection team.

· The inspection will be co-ordinated by a reporting officer (RO) appointed by HMIE. The reporting officer will be responsible for deployment of members of the inspection team and will take account of the overall allocation of time given by Audit Scotland and the appointed auditor to members of their staff on an inspection team.

The aim will be to produce a single report of the inspection for publication, agreed by HMIE, the Accounts Commission and, where appropriate, the appointed auditor. The appointed auditor may also choose to make reference to work undertaken in connection with an inspection in his final report to members of the authority and the Controller of Audit.

The appointed auditor retains complete discretion on how he will discharge his statutory duties. Auditors may wish to carry out work in an EA in relation to their statutory management arrangements duty outwith planned inspections. In general, this work will be designed to complement or build on work related to an inspection. Audit Scotland will provide guidance to appointed auditors on how this might be done so as to avoid duplication or over-audit. Audit Scotland will also liaise with HMIE over work of this nature.

The appointed auditor will be invited to inform the inspection team of any relevant findings arising as a result of audit work. The auditor will be provided with a ‘hold safe’ letter where required.

· HM Inspectors will provide Audit Scotland with a rolling 12 month inspection programme. Audit Scotland will notify the appointed auditors and make arrangements for their efficient and effective involvement in inspections. Under most circumstances the key roles of the Audit Scotland and appointed auditor team members will be to:

· take a lead in inspection and reporting on the resource and financial management of the local authority as applied to education services;

· provide expertise in relation to the general application of the PMP audit framework;

· contribute to inspection and reporting through insight into the general working of the authority and the management of local government in general.

Inspection

· HMIE and Audit Scotland will exchange information and data from their own sources relevant to the inspection. In the first instance the information will be exchanged in a timescale of one month after the authority has been formally notified of the inspection. Thereafter information will be exchanged within the timescales set out in inspection guidelines.

· All team members will play a full part in the process of arriving at final evaluations about the inspection, under the overall responsibility of the reporting officer for conduct and management of the inspection and report.

· Where report writing duties are allocated team members will make their contribution within the timescales laid down in the inspection guidelines, or as laid down by the RO.

· All inspection team members will have access to and opportunity to comment on the draft inspection report before it is finalised by the RO and sent to the local authority.

· The RO will consult with the Audit Scotland inspection team member if substantive changes are requested by the local authority as a result of consultation on the draft report.

· A copy of the published version of the report will be sent to Audit Scotland in confidence one week before the publication date.

Post-inspection

· In general complaints or queries about an inspection will follow the route laid down in the Inspectorate’s Code of Conduct.  Any complaints or queries specifically about Audit Scotland’s  role in an inspection will be brought to the attention of the member(s) of staff concerned and discussed fully with Audit Scotland before a response is made.

· Audit Scotland will be consulted on arrangements for follow-up visits to check on implementation of improvement actions following an inspection. They will be involved in the follow-up as necessary and particularly where points for action have been made which relate to Audit Scotland or appointed auditor areas of concern. HMIE will inform Audit Scotland of the findings of follow-up inspections. Audit Scotland will liaise with the appointed auditor as necessary in relation to follow-up inspections and reports.

Remuneration

Audit Scotland will agree with auditors the inputs and terms of remuneration for involvement in work covered by this Memorandum.
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Professor J P Percy

16 August 2000



22 August 2000

1 Best Value in Local Government: Longer Term Arrangements. December 1999
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