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Notes on terminology

The ESFA

This Annual Report and Accounts covers the Education and Skills Funding Agency
(ESFA) reporting, according to the expectations of it as an executive agency of the
Department for Education.

The Department

This refers to the Department for Education of which the ESFA is an executive agency.

The Agency

This refers to the ESFA.

Financial versus academic year

The ESFA financial year runs from 1 April to 31 March. In this report, we distinguish the
financial year using a dash. For example, we write the financial year 1 April 2017 to
31 March 2018 as 2017-18.

The academic year covers the period 1 September to 31 August for schools and
academies, and 1 August to 31 July for all other institutions. We refer to the academic
year with an oblique, as 2017/18.

Comparative information

The ESFA is an executive agency of the Department for Education, established on
1 April 2017 to replace the Education Funding Agency (EFA) and the Skills Funding
Agency (SFA).

As the Agency commenced operations on 1 April 2017, there are no direct comparative
disclosures available from previous years of the Agency. Therefore, historical information
from EFA and/or SFA activities are presented where it provides appropriate comparison.
Any such disclosures have been sourced from the 2016-17 EFA and SFA Annual Report
and Accounts.

Learners

This refers to the wide range of people covered by our funding, i.e. pupils, students,
apprentices and adult learners.
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Performance report

Overview

The purpose of the overview section is to give a summary of the organisation, its
purpose, key risks to the achievement of its objectives, and how it has performed during
the year.

Statement of purpose and activities

The ESFA has responsibility, on behalf of the Secretary of State for Education, to
oversee and be accountable for the funding of all 5 to 16 education as well as post-16
education and training for young people, apprenticeships, and funding for adult education
in England, excluding higher education. We also manage and deliver school building and
capital programmes.

Our main strategic aims are to:

e be accountable for funding for the education and training sectors, providing
assurance that public funds are properly spent, achieve value for money for the tax
payer and deliver the policies and priorities set by the Secretary of State;

e provide oversight of academies, further education and sixth-form colleges, and
independent training providers, intervening where there is risk or evidence of failure
or where there is evidence of mismanagement of public funds; and

e deliver major projects and operate key services in the education and skills sector,
such as school capital programmes, the National Careers Service, the National
Apprenticeship Service, the Learning Records Service, and oversee the operation of
LocatED (the Department’s non-departmental public body which sources sites for
free schools).

The Secretary of State agreed that, subject to the Agency’s strategic aims set out above,
the responsibilities of the ESFA are to:

e make accurate and timely revenue and capital funding allocations to local authorities,
academy trusts and education and training providers each year;

e putin place funding agreements with ESFA-funded providers, and provide accurate
and timely funding data and information to enable the Department to make payments
of revenue and capital funding to ESFA-funded providers;

e ensure that capital programmes in schools and colleges are delivered efficiently and
effectively, including the delivery of the Priority School Building Programme; school
condition funding; school condition data collection; and working with LocatED and the
Department to secure and develop sites to enable new free schools to open;
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e support the Government’s reform of apprenticeships to boost high quality
apprenticeship starts in England, including by:

o ensuring that increasing numbers of English employers benefit from the reform of
apprenticeships;

o maintaining the apprenticeship funding system; and

o enhancing the apprenticeship service, providing seamless, easy-to-use services
for employers, apprentices and citizens, providers and other users.

e champion the opportunities for learners and employers to engage in high quality
education and training opportunities, including by maintaining the high quality digital
offer of the National Careers Service, and supporting the development and delivery
of high quality traineeships;

e ensure the proper use of public funds through financial assurance, acting on behalf of
the Secretary of State to ensure that ESFA-funded providers are complying with their
funding agreements and relevant statutory legislation, and intervening swiftly and
proportionately where necessary;

e contribute to the financial health of the education and training sector, supporting
ESFA-funded providers to maintain and improve financial health, including by:

o making best use of our data to work with all providers to promote and support
good financial health and better financial planning;

o supporting the effective evaluation of contracting decisions;

o ensuring that the provider base is sustainable and best equipped to provide high
quality education and training; and promoting good financial management and
financially resilient institutions; and

o intervening swiftly and effectively in cases of financial failure to ensure a solution
that balances the best interests of the learner and the tax payer.

e monitor and support the implementation of the recommendations from post-16 area
reviews, including providing financial support for restructuring of post-16 institutions
where other funding sources are not available; and

e ensure that T levels will be successfully implemented through funding allocations to
415 institutions/training providers in 2017-18 to build capacity for places, and start
the deployment of industrial placements that are a crucial component of the
programme.

The regularity of ESFA expenditure is subject to National Audit Office (NAO) audit
opinion.

Eileen Milner was appointed as the new Chief Executive of the Agency on 20 November
2017 and as Accounting Officer on 27 November 2017, replacing Peter Lauener.
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The role of the Accounting Officer

The Chief Executive, as Accounting Officer, is responsible for safeguarding the public
funds and assets for which they have charge; for ensuring propriety, regularity, value for
money and feasibility in the handling of those public funds; and for the day-to-day
operations and management of the ESFA. In addition, they ensure that the ESFA as a
whole is run on the basis of the standards, in terms of governance, decision-making and
financial management, that are set out in Managing Public Money (published by

HM Treasury).

The Accounting Officer’s responsibilities to the Department also include:

e establishing, in agreement with the Department and Ministers, the ESFA’s corporate
and business plans in the light of the Department’s wider strategic aims and agreed
priorities;

e informing the Department of progress in helping to achieve the Department’s policy
objectives and in demonstrating how resources are being used to achieve those
objectives; and

e ensuring that timely forecasts and monitoring information on performance and
finance are provided to the Department; that the Department is notified promptly if
over or under spends are likely and that corrective action is taken; and that any
significant problems whether financial or otherwise, and whether detected by internal
audit or by other means, are notified to the Department in a timely fashion.

Chief Executive’s perspective on performance

This Annual Report sets out the performance of the ESFA in its first year of operation,
following its establishment on 1 April 2017.

This has been a considerable period of change for both the Agency and for the
education, training and skills sectors. First and foremost, it has been a significant
achievement to establish the new Agency. This was the start of a programme of change
to transform ESFA systems, services and processes to fully realise the benefits of a
single funding agency. This programme of change will deliver benefits through:

e asingle customer focus and joined up delivery for the funding of all 5 to 16
education, education and training for 16- to 19-year-olds, and post-16 skills in
England;

e asingle customer focus and joined up delivery for employers and learners that
directly use our services;

e clearer accountability for the Agency through a single governance structure and
accountability framework;
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e the achievement of savings and efficiencies through the introduction of a single IT
platform for ESFA staff; and

e wider opportunities for our staff to develop their careers.
In 2017-18, we have:

e distributed £60 billion of funding to the education, training and skills sectors;

e played a crucial role in calculating and distributing funding allocations across the
education, training and skills sectors, achieving high performance in the timeliness
and accuracy of funding allocations issued;

e funded and monitored an increasing number of academies: 7,613 as at 1 March 2018
(1 March 2017: 6,518);

e implemented the new National Funding Formula (NFF), a significant reform to school
funding;

e delivered our academy assurance programme for the financial year, and in the
majority of cases were satisfied that academy trusts were fully compliant with the
Academies Financial Handbook;

e continued our consistent and collaborative working with the offices of the Regional
Schools Commissioners and the National Schools Commissioner, which has been
central to ensure simple and effective intervention with our academy trusts;

e opened 50 schools through the Priority School Building Programme 1 (PSBP1), and
made significant advancements on PSBP2, with work completed on 5 schools and
more than 30 construction contracts signed;

e opened 55 new free schools under the Free Schools Programme;

e allocated a designated programme budget of £56.6 million to 415 institutions/training
providers to start the deployment of industrial placements, supporting the delivery of
T levels from 2020;

¢ maintained our offer of around 3,500 qualifications designated for Advanced Learner
Loans;

e released the updated 2017/18 funding system for the Adult Education Budget (AEB),
European Social Fund (ESF) and Advanced Learner Loans bursaries;

e ran a partial re-procurement of AEB provision to meet the requirements of the Public
Contract Regulations 2015, awarding new contracts to providers to operate from
November 2017, for up to 3 years;

e developed and delivered a new funding system for apprenticeship training;

¢ launched the apprenticeship service, providing employers with a new digital system
to enable them to use levy funds to invest in apprenticeships, with nearly 4,000 levy-
paying employers having online accounts at the end of the year;

Page | 10



Education and Skills Funding Agenc Annual report and accounts 2017-18
PERFORMANCE REPORT

e launched a national network of young apprentice ambassadors, and 9 new
Apprentice Ambassador Networks to engage in promotion and advocacy of the
apprenticeship programme for potential apprentices and employers, and developed
the Apprenticeships Diversity Champions Network;

e added 998 organisations to the Register of Apprenticeship Training Providers
(ROATP) (with a total of 2,588 organisations on the RoATP at the end of 2017-18);

e achieved an ambitious target of 44% of National Careers Service customers (that
received the full blended service delivered by professional careers advisers across
the country) receiving a job or learning outcome in 2017-18;

e made payments of £140 million to college institutions via the Restructuring Facility, to
support their internal restructuring to achieve greater financial sustainability;

e continued to implement the recommendations from the post-16 area reviews,
supporting the implementation of 31 college mergers, and the conversion of 18 sixth-
form colleges to academy status during the year; and

e delivered a programme of work to progress towards Agency compliance with the new
General Data Protection Regulation (GDPR), which came into force on 25 May 2018.

Throughout the year there were, and remain, substantial challenges and risks related to
the core funding IT systems that support the delivery of funding allocations to education,
skills and training providers. The Agency has worked with the Department to manage
these risks in 2017-18, but there remains the need for significant work and investment in
our systems in 2018-19 and 2019-20, as the Agency delivers funding and payments to an
ever increasing number of customers. We are therefore investing in developing our
systems to be able to manage the increase in both volume and complexity of our work,
and to bring more consistency to our operations across the Agency in a way that
improves efficiency and the quality of service we provide to our customers.

The Agency’s remit continues to expand in terms of the number of users of our services,
the volume of interactions with these users, and the scope of our activities. Despite this
significant challenge, we have maintained a relatively stable cost base through 2017-18,
which has been achieved through regular reviews of the operating model to identify
opportunities which realise further efficiencies.

The Agency remains alert to the needs and expectations of the education, training and
skills sectors to ensure that we properly resource delivery of the public money for which
the Agency is responsible. We are also aware of continuing fiscal pressures and strive to
play our part to closely manage operating costs. In 2017-18, we have strengthened
central oversight of recruitment decisions, continue to proactively target savings on
contracts for services, and drive forward efficiencies in our operating model.

However, as the Agency’s remit expands further in 2018-19 and beyond, there is a risk
that the Agency will not have the people resources it needs to be able to effectively
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deliver all of its priorities and remit. Discussions are taking place with the Department to
review future year resource requirements and to seek agreement to fund sufficient skills
and capabilities that are needed.

Performance analysis

Overview of the development and performance of the ESFA

Key achievements 2017 to 2018

Distributed £60 billion of funding across
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Performance against the ESFA business plan objectives

This section provides analysis on ESFA performance against its business plan objectives
for 2017-18". The ESFA’s objectives for 2017-18 were to:

1.  Make accurate and timely revenue funding allocations.

2. Provide accurate and timely funding calculations, data and information to enable the
Department to make payments of £60 billion of revenue and capital funding to
ESFA-funded-providers.

3.  Deliver capital programmes and funding effectively, managing risk and ensuring
value for money.

4. Support the Government’s reform of apprenticeships and the ambition of more high
quality apprenticeships.

5.  Champion opportunities for learners and employers to engage in high quality
education and training opportunities (non-apprenticeships).

6. Ensure the proper use of public funds through financial assurance undertaken by
the ESFA, or by others.

7.  Contribute to the financial health of the sector by supporting ESFA-funded providers
to improve their financial health.

8. Provide a service for all our users that is simple, clear, fast, and makes sure they
can get what they need when they need it.

Objective 1: Make accurate and timely revenue funding allocations

Measure 2017-18 outcome

Proportion of pre-16 academy revenue funding allocations made | 100%
on time

Proportion of 16 to 19 revenue funding allocations made on time | 99.9%

Revenue funding accuracy will be assessed part-way through 2018-19, when any queries
from institutions have been resolved.

Pre-16 revenue funding allocations
The National Funding Formula (NFF) was rolled out to local authorities (LAs) across

England in April 2018. Existing academies as at 31 March will receive payments for their
allocations under the new calculations from September 2018. Academies that convert
from April 2018 will receive payments based on these new calculations from the date of
conversion, in line with the approach for maintained schools. This is to ensure there is no
financial influence in their decision to become an academy. This is a significant reform to
school funding. The aim is to build a simple, fair and predictable funding system.

1 https://www.gov.uk/government/publications/esfa-business-plan
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The ESFA is responsible for implementing the NFF and has worked closely with the
Department to support the delivery of this major reform. To provide stability for schools
during the transition to the NFF, LAs continue to be responsible for distributing money
between schools in their area in 2018-19 and 2019-20. The ESFA works with LAs to
ensure their funding formulae complies with the School Finance Regulations; and
calculated academy allocations using the relevant LA formula.

The total number of academies has continued to increase and, as at 1 March 2018, there
were 7,613 open academies (1 March 2017: 6,518). Despite this significant challenge,
the ESFA issued all academy allocations by the end of March. For new academies
opening during the financial year, 100% received their allocation documents 2 weeks
prior to opening.

16 to 19 revenue funding allocations
The ESFA issued 99.9% of 16 to 19 revenue funding allocations on time. This comprised

a total of 2,681 out of 2,683 allocations. This was a significant achievement, and ensured
that critical funding information was provided to schools, academies and further
education colleges in good time for them to confirm their plans for the new academic
year.

In addition to the 2,683 allocations above, allocations for a further 25 institutions were on
hold at the end of March 2018 due to a failure to submit data by the institution itself,
and/or outstanding decisions on the continuation of funding. Accuracy of 2017-18
allocations will be assessed in 2018-19.

During the year, we sought feedback from 16 to 19 funding recipients on our products
and services. Following this feedback we have made improvements so that:

e guidance documents about funding are shorter and easier to understand; and
e deadlines are more clearly set out.

We have also introduced short information videos about funding.

The aim of this work has been to increase customer ownership and responsibility for
data. This will help us move increasingly towards a customer self-service model to
reduce the number of referrals and enquiries sent to the ESFA, so we can improve
service efficiency. Referrals are defined in the Agency as ‘specialist, technical or complex
issues raised by our customers’. Enquiries are defined as ‘routine and general questions
submitted by funding recipients’. Referrals received in February 2018 reduced by 32%
compared to the previous year due to the actions identified above.

In 2017-18, we continued to support institutions to improve the quality and strength of
their own data. This contributed to aims to further streamline allocation processes and
achieve reductions in the number of business cases required from institutions to deal with
queries where data must be re-verified. Work undertaken in 2017-18 included a school
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census tool? and provision of funding reports. Improvements in data quality contributed to

a reduction of 40% in the number of business cases required from institutions in 2017/18.
Early indications are that there will be further reductions for 2018/19 allocations.

T level work placements
The Department announced in its T level implementation plan that a small number of

institutions/providers would be invited to deliver T levels in 2020.

A crucial component for learners will be opportunities to undertake industrial placements
with employers. In 2017-18, the ESFA successfully allocated its designated programme
budget of £56.6 million to 415 institutions/training providers who submitted successful
implementation plans, to build capacity for places and to start the deployment of
industrial placements.

Objective 2: Provide accurate and timely funding calculations, data and
information to enable the Department to make payments of revenue
and capital funding to ESFA-funded providers

Academies and LAs

During 2017-18, a total of 144,914 payments were made by the Department to
academies and LAs, representing expenditure of £47.5 billion excluding year-end
adjustments. All payments were authorised on time and correctly (equivalent EFA data
for 2016-17: 129,302 payment instructions made totalling £44.9 billion; 99.5% on time;
and 99.94% accurate). The ESFA's role was to calculate allocations accurately through
the interrogation of data supplied by academies and LAs. These allocations were then
transferred into contract values so financial payments could be made by the Department.

Accuracy and timeliness of revenue payments
to academies and local authorities

160,000 105.00%

99.80%
100.00% : 99.94% 100.00%

140,000 100.00%
o
99.40% 99.40% 99.50% 100.00!
95.00%
120,000
90.00%
100,000
85.00%
80,000
80.00%
60,000
75.00%
40,000
70.00%
112,357 144,914
20,000 65.00%
60.00%

o
2014-15 2015-16 2016-17 2017-18

Number of payments

mm— TOTAL Volume of payments ~ e=@==TOTAL Accuracy TOTAL Timeliness

Apprenticeships and adult funding
During 2017-18, the ESFA developed and delivered a new funding system for

apprenticeship training. This was in addition to releasing the updated 2017/18 funding

2 https://www.gov.uk/government/publications/interactive-post-16-school-census-tool
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system for the Adult Education Budget (AEB), European Social Fund and Advanced
Learner Loans bursaries. These new funding systems process significant volumes of
data to trigger payments to training providers.

We processed 13,860 contracts and variations for adult funding in 2017-18. We
processed payments for £2.8 billion of AEB and apprenticeships earnings, of which
99.7% of payments were accurate and on time.

European Social Fund
As at the end of 2017-18, the European Social Fund (ESF) 2014-20 programme currently

delivers 296 contracts through 82 agreements in 38 (out of 39) local enterprise
partnership areas. The programme spend to the end of March 2018 was £230 million, of
a contracted amount of £420 million. At the end of 2017-18, the programme still had

2 years to run. ESF programmes traditionally span several financial years due to the
scale and magnitude of their activities. To date, these contracts have supported over
233,000 learners.

Between April 2016 and March 2018, a total of 4,285 learners had progressed into an
apprenticeship (the target is 21,116 learners by 2020) and for traineeships, we achieved
2,680 learners out of a target of 5,107 planned. In addition, the programme has created
20,581 employment opportunities, with a further 20,676 learners undertaking extra
education opportunities.

External audits are underway for this programme and the first evaluation exercise has
been completed.

No ESF funding errors were identified in 2017-18. The error rate for 2016-17 (when ESF
was managed by the SFA) was just 0.6%, which was significantly below the 2%
threshold. The threshold for the programme audit error rate is set by the European
Commission, and is seen as an acceptable tolerance to the level of risk on the funding
associated with the programme.

Objective 3: Deliver capital programmes and funding effectively,
managing risk and ensuring value for money

PSBP is addressing the condition need of the 537 school premises across the country
identified as most in need of urgent repair. This is happening through 2 phases.

Under the first phase (PSBP1), the needs of 214 schools are being addressed using
ESFA funding, and 46 schools using private finance. Established in 2012, PSBP1 has
successfully opened 50 schools this financial year bringing the total of schools delivered
by PSBP1 in new or refurbished buildings to 237.

The second phase (PSBP2) was announced in February 2015. PSBP2 is focused on
addressing condition need in specific buildings at 277 schools by the end of 2021. As of
31 March 2018, 99% of the schools had been contacted and their feasibility studies had
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commenced, with 45% of feasibilities approved. In 2017-18, work was completed at 5
schools and over 30 construction contracts had been signed.

The ESFA continues to work closely with the Department to deliver the Free Schools
Programme. As of 31 March 2018, 474 free schools, university technical colleges (UTCs)
and studio schools were open, 55 of which opened in 2017-18. The programme
continues to approve and build new free schools where they are most needed, with over
300 schools in the pipeline to be delivered and a commitment to approve a further 110
free schools in future years.

The Condition Data Collection Programme started in early 2017 and captures data on the
Government-maintained school estate, its condition and management. The data collected
by the ESFA will enable funding to be better targeted and prioritised, and will increase
our understanding of the issues facing the management of the school estate across
England.

Following a pilot in February 2017, the programme was mobilised with significant
improvements on the former Property Data Survey (PDS) programme, which ran
between 2011 and 2014. Increased engagement with professional bodies and bodies
responsible for the delivery of education led to improvements early in the programme,
which supported surveying organisations gaining access to schools. The IT used to
support the programme is a substantial improvement to the PDS, and further
enhancements have been made throughout 2017-18 to improve the use of the software.
Over 7,500 site visits were conducted to March 2018. There are approximately 400
surveyors and engineers trained to undertake school visits, which - as at the end of 2017-
18 - were progressing at a rate of approximately 1,000 per month. The programme will
run until autumn 2019.

Objective 4: Support the Government’s reform of apprenticeships and
the ambition of more high quality apprenticeships

Measure 2017-18 outcome

Number of visits to the Find an Apprenticeship website 16 million

Number of Apprenticeship Service accounts opened (as | 13,600
at March 2018)

User satisfaction of the Apprenticeship Service (March 62% positive opinion
2018)

The proportion of total apprenticeship starts® on the new apprenticeship standards
between May 2017 and March 2018 can be found on GOV.UK.

The Agency launched the Apprenticeship Service in May 2017. This provides English
employers with a new online digital system to enable them to use levy funds to invest in

3 https://www.gov.uk/government/collections/further-education-and-skills-statistical-first-release-sfr
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apprenticeships. For the first time this system enables employers to control the use of
funding and invest in apprenticeships that deliver on their own strategic workforce
priorities. By the end of 2017-18, nearly 14,000 levy-paying employers had online
accounts, driving better decision making in the use of apprenticeship funding. Over the
course of the year, 16 million visits were made to the Find an Apprenticeship website,
supporting people to make applications to become an apprentice.

To support employers to take more control of the apprenticeship system, we continued to
encourage more employers to deploy apprenticeships throughout their organisations to
tackle skill shortages and to give companies the highly skilled workforces they need to
compete in a global marketplace. This work, through our National Apprenticeship
Service, also continued to work to promote apprenticeships to people of all ages.

In 2017-18, we worked through key businesses intermediaries to promote
apprenticeships reaching in excess of 1 million members, to raise the profile and
awareness of apprenticeships as a benefit to business. This work is in support of the
Government’s reform of apprenticeships to boost high quality apprenticeship starts in
England.

Creating more apprenticeship ambassadors
In November 2017, we launched a national network of young apprentice ambassadors

across 9 regions, comprised of volunteer apprentices that advocate and promote
apprenticeships to their peers and share the impact their apprenticeship has had on
them. We have also introduced 9 new Apprenticeship Ambassador Networks. They
engage in business-to-business promotion and advocacy of the apprenticeship
programme, reaching employers who are not accessing apprenticeships through the
traditional routes. We have also begun the process of recruiting MP ambassadors to
support these networks and are working on strategies to engage more employers at
Chief Executive level.

Creating more diversity in apprenticeships
Since September 2017, the Apprenticeships Diversity Champions Network has been

chaired by Helen Grant MP. The Network comprises of over 50 employers and has been
developed to engage and inspire employers and communities. This is to ensure
apprenticeships are undertaken by people from a diverse range of backgrounds,
reflecting the widest spectrum of our society. It aims to influence the behaviour of other
employers to support more people from underrepresented groups. Members aim to
increase representation from Black, Asian and Minority Ethnic individuals in all industries,
for learners with learning difficulties and disabilities, females in Science, Technology,
Engineering and Mathematics (STEM), and those from disadvantaged areas.

Supporting small businesses
Small and Medium Enterprises (SMEs) make up the majority of businesses in England.

As such, the ESFA works with SME advisory bodies, such as the British Chambers of
Commerce and the Federation of Small Businesses, to champion the benefits of
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apprenticeships. The procurement exercise carried out for employers not paying the
apprenticeship levy created opportunities for SMEs to actively engage with
apprenticeship opportunities. The ESFA also worked with Jason Holt who was appointed
by the Government to act as an advocate for SMEs to recruit extra apprentices.

We also provide a service to non-levy employers through our telephone helpline. The
ESFA advises and signposts for apprenticeships recruitment, offers guidance in choosing
the right apprenticeship standard or framework, and helps to find the right training
provider to deliver the apprenticeship training. The helpline also makes proactive calls
and sends emails to keep employers up-to-date with changes to apprenticeships,
ensuing they are kept informed.

Raising awareness and media campaigns
During 2017-18, we have successfully implemented employer engagement campaigns,

delivered through a National Contact Centre to promote and encourage apprenticeship
take-up and growth and to support employers in their apprenticeship journey. As a result
of these campaigns we have made contact with just over 7,000 big employers, over
45,000 smaller businesses, and over 69,000 employers new to apprenticeships.

Register of Apprenticeship Training Providers
All training providers and employers that wish to receive ESFA funding for

apprenticeships must first pass a series of rigorous financial health and quality tests.
Organisations that are successful secure a place on the RoATP. The aim of the RoATP
is to encourage diversity and competition in the provider market, supporting quality and
employer choice. Providers can also be removed from the RoATP if their apprenticeship
training is evaluated as inadequate by Ofsted. As of 31 March 2018, there was a total of
2,588 organisations on the RoATP, with 998 providers being added in 2017-18, and 92
removed. In addition to many long-standing and experienced training providers on the
RoATP, a number of new market entrants gained a place during 2017-18. The addition of
new providers to the RoOATP increases employer choice, builds capacity and creates
diversity of providers in the marketplace.

To assure high quality apprenticeship provision within this new training and funding
landscape, the ESFA requires every provider that is new to direct delivery to follow a
robust ‘on-boarding’ plan, including:

e mandatory technical workshops for new providers with follow-up webinars;

e a compliance framework which has been developed and implemented to monitor
capacity and capability;

e arisk and assurance review framework, focussing on controls providers have in
place relating to governance, finance, data, and apprenticeship compliance; and

e potential action against providers identified as posing significant risk to successful
delivery.

Page | 19



Education and Skills Funding Agenc Annual report and accounts 2017-18
PERFORMANCE REPORT

Where providers have closed or exited their education provision, we have focused
engagement to ensure records and data are accurate and up-to-date, to support the
effective transfer of students and apprentices. In 2017/18, 55 providers left the market
and we directly supported 47,000 learners to complete their studies prior to their
provider’s exit, or to be transferred into alternative provision.

Objective 5: Champion opportunities for learners and employers to
engage in high quality education and training opportunities (non-
apprenticeships)

Positive customer feedback for National 90% 93%

Careers Service

Volume of website users for National 8 million users 9.2 million users
Careers Service pages on GOV.UK

Volume of website visits for National 20 million visits 47 million visits
Careers Service pages on GOV.UK

Satisfaction levels of website users for 75% satisfaction 65% satisfaction
National Careers Service pages on

GOV.UK

The National Careers Service provides free, up-to-date, impartial information, advice and
guidance on careers, skills and the labour market to adults and young people via:

e local services that provide access to face-to-face and telephone advice;
e a national helpline that offers web chat and telephone support; and

e 24/7 access to the National Careers Service website, which offers a range of digital
tools to help users find learning and training opportunities that are right for them.

Between April 2017 and March 2018 the National Careers Service’s national helpline and
local area-based services supported more than 653,000 customers. The website was
used by nearly 10 million individuals. Local area-based advisers helped 198,700
customers (44%) out of a total of 451,000 customers to progress in or into learning and
work.

The combination of the National Careers Service’s telephone, face to face and digital
offers and the service’s strong links with Jobcentre Plus, further education colleges,
training providers, LEPs, LAs and national and local employers means that the service is
able to ensure that customers, learners and employers are exposed to, and guided
through, the vast range of education and training opportunities in their local area.

In addition to its core work with individual customers, the National Careers Service is
working directly with employers and employees in partnership with the Department for
Work and Pensions and local enterprise partnerships. This helps older workers stay in
work, retrain, upskill and look at how they can better balance their work and life.
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Employers and employees are benefitting from expert careers information and advice
and guided access to National Careers Service digital tools such as job profiles, the
course directory, and the skills health check.

The National Careers Service website exceeded its target of 8 million users and achieved
47 million visits - well above its target of 20 million visits for this year. Customer
satisfaction levels of the online service (from a survey of 8,000 respondents) were at
65%, lower than the target level of 75%. This expected dip in performance was attributed
to the re-design of the website to make it compliant with the Government Digital Service
requirements. During the transition to the new website, several of the online tools did not
function at all times, causing understandable disappointment for some users.

The National Careers Service uses 7 area-based contractors in 12 locations. All 12 areas
are inspected on an individual basis. In addition, the National Contact Centre Helpline
was also rated as Good as Ofsted.

Advanced Learner Loans
Advanced Learner Loans are available for individual learners. In the Advanced Learner

Loans programme®, the ESFA designates the qualifications eligible to be funded with a
loan, and determines the maximum loan amounts for these qualifications. In 2017-18, the
ESFA has maintained its offer of around 3,500 qualifications designated for the loans.

In response to a small number of high-profile cases where training providers have not
fulfilled their obligations to learners in full, we have tightened our performance
management arrangements for qualification providers. This is to protect both the interests
of learners as well as the taxpayer. We have removed the availability of subcontracting
qualification provision from the loans programme. This has contributed to a reduction in
the total number of providers to approximately 650, which are eligible to offer loans to
learners and to receive loans payments. This represents a reduction from over 700 in
2016-17.

The number of learners participating has decreased. From the start of 2017/18 to the end
of January 2018, 82,400 learners participated with an Advanced Learner Loan
(compared to 91,800 for the same period the year before). Providers are being
encouraged to promote the loans to eligible learners.

Adult Education Budget
The AEB provides participation and support funding for eligible learners aged 19 and

over (excluding Adult Learner Loans, European Social Fund, and Apprenticeships). The
purpose is to engage adults and provide them with skills and learning needed to progress
into work, an apprenticeship or further learning. The AEB enables adults to achieve

4 hittps://www.gov.uk/advanced-learner-loan
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qualifications as well as tailored programmes of learning to help those furthest from
learning or employment.

The AEB supports 3 legal entitlements in English and maths, a first full Level 2
qualification and a first full Level 3 qualification®.

The AEB provided £1.5 billion to support approximately 1.4 million learners in both the
2016/17 and 2017/18 academic years, of which 6,400 young people started a
traineeship.

We successfully completed the re-procurement of the AEB contract for services in
October 2017, to meet the European Union Directive on procurement law. Contracts
were awarded to support the delivery of priority provision for traineeships, English and
maths, skills provision for the unemployed, and technical programmes for adults aged 19-
to 23-years-old.

The procurement exercise has resulted in an additional 22 new training providers with a
contract for service to deliver the AEB. The new contracts started on 1 November 2017.

Adult Education Budget devolution
In 2017-18, the ESFA worked with the Department on the devolution of the Adult

Education Budget (AEB) to Mayoral Combined Authorities (MCAs) and delegation to the
Greater London Authority (GLA). The orders transferring the adult education functions
will be laid later in 2018, with responsibilities and associated budget transferred in time
for the 2019/20 academic year.

Devolution of the AEB will apply to all providers delivering provision to 19+ learners who
reside in an MCA or GLA area. The ESFA is committed to working with the provider
network to support their understanding of AEB devolution.

The ESFA will continue to share knowledge, skills and experience with MCAs and GLA
on key aspects of the AEB, including commissioning, allocations, contracting and
performance related matters. These activities will support the operational readiness of
MCAs and GLA, building their capabilities and thereby facilitating a smooth transition for
them to undertake the adult education functions and distribute the AEB in time for the
2019/20 academic year.

T level delivery providers for 2020
The Department announced in its T level implementation plan that a small number of

institutions/providers would be invited to deliver T levels in 2020. The aim was to select a
wide range of high quality providers to be development and delivery partners to ensure a
high quality startto T levels.

5 https://www.gov.uk/government/publications/adult-education-budget-funding-rules-2018-t0-2019

Page | 22


https://www.gov.uk/government/publications/adult-education-budget-funding-rules-2018-to-2019
https://www.gov.uk/government/publications/adult-education-budget-funding-rules-2018-to-2019

Education and Skills Funding Agenc Annual report and accounts 2017-18
PERFORMANCE REPORT

The ESFA devised and ran an expression of interest exercise during 2017-18 which
attracted 212 provider volunteers. From these, we selected over 50 using Ofsted grades,
provider type, and location. These institutions cover around 11,000 students in all English
regions, 8 of the 12 Department ‘opportunity areas’ (geographical areas where activity is
piloted to improve social mobility opportunities), and 10 different provider types.

Advanced Maths Premium
In the 2018 Budget, the Government announced it would support the recommendations

of the Smith Review of Post-16 Mathematics®. The aim is to encourage more students to
take further maths qualifications. The Advanced Maths Premium will provide an extra
£600 for each additional advanced maths student from 2018 onwards.

The Advanced Maths Premium is paid by the ESFA at a rate of £600 per year per
additional student for one or 2 years, depending on the type and size of qualification
studied. The premium will first be paid automatically in 16 to 19 funding allocations for the
2019/20 academic year. For this payment, the number of additional students will be
measured between the average of the 2015/16 and 2016/17 academic years and the
2018/19 academic year. This was announced in February 2018.

Sporting excellence
The ESFA managed the transition of 1,550 elite young sports people (16- to 18-year-

olds) from apprenticeship funding to study programme funding at a cost of c£4.5 million
per year group in 2017/18. This will enable the next generation of this country’s Olympic
hopefuls to continue to receive the necessary support alongside their academic study.

Objective 6: Ensure the proper use of public funds through financial
assurance undertaken by the ESFA, or by others

Measure 2017-18 outcome

Number of intervention notices issued’ 26

Financial health assessments undertaken ¢ Independent Training
Providers — over 2,500

e Colleges — 300

e Academy trusts - 200

Funding audits undertaken at academies, colleges and 185

Independent Training Providers

The ESFA has a responsibility to ensure the legitimate use of all public funds that it is
accountable for. We can be scrutinised by both the National Audit Office and the Public
Accounts Committee for the funding that we administer. We have a wide range of

6 https://www.gov.uk/government/publications/smith-review-of-post-16-maths-report-and-government-
response

’ This data covers academy trusts, further education colleges, sixth-form colleges, and independent
training providers.
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controls in place to ensure the proper use of public funds through financial assurance
that we undertake.

The ESFA established a Risk, Intervention and Assurance Board in August 2017, to
understand, oversee and challenge collective arrangements to ensure a robust and
coherent strategy is in place for managing risk, intervention and assurance for providers
of learning and training.

We delivered our academy assurance programme for 2017-18. This involved reviews of
academy trust governance arrangements and financial statements, detailed testing and
site visits. In the majority of cases, we were satisfied that academy trusts were fully
compliant with the Academies Financial Handbook. Where we made recommendations
for improvement, they were mainly around adopting good practice, or where we
recognised that further time is required to ensure procedures were appropriately
approved by trustees.

We design systems using rigid validation rules to ensure that training providers record
learner data correctly and that it aligns with funding rules. Through our analysis, we have
reduced the amount of errors being recorded in the system each year. We identify
behaviour that indicates potential training provider compliance issues. Our monitoring
helps to clarify and improve funding rules where appropriate, or correct data errors. This
provides assurance that funding is being spent by recipients in line with funding rules.

For academies, oversight and compliance is based on proportionate risk assessment,
and robust intervention when concerns arise. The ESFA’s role has developed over the
years with increased scrutiny providing checks and balances and targeted intervention
activities, whilst providing the degree of autonomy and freedom for the majority of trusts.
Where concerns arise, the ESFA works with the trust to prevent financial instability and
enable them to recover their financial position and return to stable governance. When the
ESFA intervenes, Financial Notices to Improve (FNtls) and investigation reports are
published so that lessons can be learned. The sector remains in a stable position, with
just over 1% of academy trusts subject to an active FNtl.

During 2017-18, we have continued to embed and expand the role of data and analysis
into the day-to-day work of the ESFA. We will continue to develop our data analysis and
the harvesting and use of data in future years.

Restructuring Facility
During 2017-18, we introduced and continuously improved an end-to-end payment and

repayment process to manage the release of a new funding line to the college sector —
the Restructuring Facility. The facility provides grants or loans to college institutions to
support their internal restructuring to achieve greater financial sustainability. The total
commitment to 31 March 2018 from the Restructuring Facility to support colleges was
around £300 million. During 2017-18, the ESFA:
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e made payments of £140 million to college institutions to support their internal
restructuring to achieve greater financial sustainability;

e introduced processes for the repayment of loans, and started to collect repayments;
and

e reviewed monitoring processes and management arrangements, which are being
standardised.

A new financial model, designed specifically to support the analysis of monitoring returns
data, was developed by the ESFA during 2017-18. This will be released to Restructuring
Facility recipients early in 2018-19 to support their restructuring implementation plans
and the related ongoing monitoring requirements arising from their Restructuring Facility
terms.

Programme assurance
The ESFA ensures that all providers in receipt of funding use the public funding we give

to them properly. This includes academies, colleges, independent training providers, LAs
and others. We plan and carry out an annual programme of audit and other work, to
provide assurance over the proper use of public funds. In 2017-18, this work covered 3
main areas:

1. Prevent: activities that contribute to the ESFA’s strategy of managing provider risk,
including:

e working with stakeholders in the academy and college sectors to develop the
financial framework in which they operate, to ensure governance and financial
management requirements are fit for purpose and well understood, including
the sharing of good practice;

e monitoring and assessing the financial health of providers, ensuring that the
ESFA contracts with financially robust providers and continues to assess their
ongoing financial stability, identifying those in danger of financial failure;

e providing financial support in pre-intervention cases; and

e undertaking financial reviews of new academies and providers of apprenticeship
training.

2. Detect: risk-based direct assurance activities that support the annual assurance
statement to the ESFA Accounting Officer and the Department’s Principal
Accounting Officer.

3. Investigations and intervention: activities to support specific cases with expertise
in finance, regularity and counter fraud.

We delivered our 2017-18 assurance plan in full and were able to report overall
substantial assurance. Matters arising have been reported with appropriate follow-up
action being taken.
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The key outputs from prevention activity in 2017-18 include:

e guidance and direction to the sector including the publication of Accounts Directions,
the Academies Financial Handbook, and the College Financial Handbook;

e stakeholder engagement through steering and working group meetings, auditor
forums, briefing workshops and conferences;

e over 2,500 financial health assessments of Independent Training Providers, 300
colleges and 200 academy trusts; and

e review and assessment of governance, financial management and controls at new
providers, including 121 apprenticeship training providers and 110 academies.

The key outputs from detection activity in 2017-18 includes:

e over 180 provider funding audits at academies, colleges and independent training
providers, providing assurance that grant funding has been appropriately earnt and
that overall levels of funding error are not significant. It includes both risk and random
samples, targeting risks identified from the Agency’s data and weaknesses identified
from previous assurance work;

e review of over 290 college and 540 academy trust financial statements, to provide
assurance over the regularity of expenditure and to confirm the level of qualified
external audit opinions across both sectors remains low (1.6% for academies and
0.32% for colleges);

e risk-based reviews of academy trust related party transactions and severance
payments identifying less than 2% of the population had made payments in breach
which is attributable to 0.03% of the total budget; and

e review of over 150 LA accounting officer statements confirming grant monies have
been appropriately spent.

On intervention, the ESFA has provided specialist expert support for complex financial
and governance intervention casework, including 73 academy trusts, 91 further education
and sixth-form colleges, and a number of private providers. This work involves appraising
and monitoring the effectiveness of provider recovery plans and providing financial
expertise and challenge that underpins this process.

Objective 7: Contribute to the financial health of the sector by
supporting ESFA-funded providers to improve their financial health

A key priority for the ESFA is to prevent and address risks to the sustainability and quality
of education and skills provision. We are heavily committed to ensuring the sustainable
financial health of all schools, academies, further education colleges and training
providers so that all learners have the widest and strongest choice of provision that fits
their needs; alongside the skills priorities of local communities.
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We hold academies and colleges to account by communicating a clear financial
framework, applying proportionate oversight of compliance and intervening robustly when
concerns arise. We publish investigations and financial notices to improve, and continue
to take action in other areas including where high executive salaries are awarded to
ensure there is clear evidence for doing so.

In colleges, around 90% have satisfactory financial health or better. The assessment of
financial health is based on the latest college financial statements, which are for the year
ending 31 July 2017. Outcomes of the area reviews carried out by the ESFA are
expected to put colleges on a stronger financial footing, although underlying sustainability
problems remain.

Pre-16 financial management and intervention
The ESFA is working with the sector to continue building capacity and expertise in

financial management and forecasting. We had 3 pilot projects underway in 2017-18 that
contributed to the Department’s School Resource Management and Financial Health
programme:

1. We are working with academy trusts to promote better financial health, and for the
first time this year we require trusts to submit 3-year financial forecasts. We are
making best use of the data we routinely collect from academy trusts and we are
engaging earlier with trusts that are forecasting declining financial health. This is
also an opportunity for us to promote the range of initiatives available to help
schools plan more effectively and deploy their resources more efficiently.

2. The School Resource Management Adviser project uses practicing school sector
experts, deployed into schools to provide tailored advice on how to maximise
resources in order to maintain and improve educational outcomes. We are piloting
the project and working with the Institute of School Business Leadership, which is
providing administrative and accreditation support as an interim measure during the
pilot phase. We are planning to conduct an open competition to source, accredit
and manage the ongoing supply of advisers from September 2018.

3.  We are working with local authorities in their role to support maintained schools to
operate in a financially sustainable way. We have piloted discussions with 50 LAs
about their published financial data, to look at their plans for schools currently in
financial difficulty and those which may be vulnerable in future years. It is essential
that we take a collaborative approach with LAs, as they have direct relationships
with their schools, as well as the expertise and local intelligence essential for this
work.

Financial management in the vast majority of academy trusts is strong — 5.5% were in
cumulative deficit in 2015/16. The ESFA assesses the financial health of academy trusts
by reviewing their financial statements. Because of the timing with which these
statements become available, the results of the 2015/16 assessment are the most recent
available.
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With the Department, we are helping trusts achieve long-term financial efficiency and
strong financial management, based on 3- to 5-year financial forecasting. We are
introducing School Resource Management Advisers, national deals for procurement and
benchmarking data to support them in this.

Intervention in post-16 providers

Measure 2017-18 outcome

Number of successful implementation of post-16 area 31 mergers and 17

review recommendations academy conversions

Of those colleges meeting the triggers for early 12.1% within the period April

intervention on financial health grounds: a reduction in 2016 to April 2018
the proportion that subsequently meet the triggers for
formal intervention on financial health grounds within 2
years of commencing the early intervention activity

Average time spent in formal intervention for all colleges | Median number of weeks in
which have been in formal intervention for more than 24 | excess of 24 months was
months 60, as at March 2018

The ESFA publishes clear intervention thresholds for colleges. Where they are breached,
the ESFA (and the Further Education Commissioner where escalated) sets out additional
conditions of funding, which are required for the college to address issues within a
specified timescale. The ESFA (and Further Education Commissioner where required)
monitors progress closely and escalates where necessary.

The purpose of the ESFA’s published early intervention strategy is to lower the risk of a
college falling into the scope of formal intervention measures. We work with colleges to
facilitate swift mitigating actions that focus on ensuring a return to sound financial
resilience and, where required, improvement in quality. We target our early intervention
using a risk-based approach. Initial evaluation of the early intervention strategy has
demonstrated its impact and it has received support from the college sector.

In 2017-18, there were 110 colleges in early intervention at some point during the year.
Of these: 4 moved to formal intervention; 27 were no longer in early intervention at the
end of the financial year; and 9 colleges merged or became an academy.

Notices to Improve (NTIs) or Notices of Concern (NoCs) are used to apply additional
conditions of funding. Where issued, they form part of the overall requirements set out in
the funding agreement between a college and the ESFA. Historically, the former SFA
issued NoCs and the EFA issued Ntls. To align the approach as a single agency, from
September 2017 all newly issued notices are Nitls.

As at April 2018, 3 out of 63 sixth-form colleges and 39 out of 167 further education
colleges were in formal intervention.

In 2017-18, 14 new Ntls or NoCs were issued across 9 general further education
colleges and 2 sixth-form colleges. Of the 14 Ntls, 5 were for financial control, 7 were for
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financial health, and 2 for inspection. 28 Ntls or NoCs were lifted across 5 sixth-form
colleges and 17 general further education colleges. Of these colleges, 16 were dissolved
as part of a merger arising from area review recommendations.

In 2017-18, we redesigned the financial dashboards that we issue to colleges,
incorporating the latest data and showing benchmarking and trend information for each
individual college. The dashboards are sent directly to chairs of governors, as well as
college principals. These redesigned dashboards help non-financial experts to challenge
performance, resulting in stronger governance in the college sector, with an expected
positive impact on college financial health.

Area reviews and Restructuring Facility in post-16 providers
In 2016-17, the former EFA helped deliver the Government’s response to the weakening

financial health of the non-school post-16 sector by running 37 area reviews across
England, which were completed at the end of March 2017. The aim of the area reviews
was to enable a transition towards fewer, larger, more resilient and efficient providers.

During 2017-18, we have worked across the sector to implement recommendations from
these reviews. We have supported the implementation of 31 college mergers, taking the
total number of mergers completed since the start of the area review programme to 41.
This is more than two-thirds of the mergers agreed through area reviews and is the most
concentrated period of structural change since the establishment of the further education
sector in 1993. As part of our support for the implementation of area review
recommendations, we have awarded Transition Grants of up to £100,000 to 44 colleges.

In addition to the mergers that have been completed, 18 sixth-form colleges have
converted to academy status during the year, resulting in the further education sector
now standing at 204 further education colleges and 64 sixth-form colleges.

The Restructuring Facility provides grants or loans to college institutions to support their
internal restructuring to achieve greater financial sustainability. During 2017-18, we saw
strong progress in the receipt, assessment, approval and completion of Restructuring
Facility applications from post-16 education providers, and towards stabilising and
refining business processes.

During the year, we approved 15 merger cases, 17 academy conversion cases, and 5
standalone restructuring cases. The ESFA undertakes a detailed investment appraisal of
all cases, including an options appraisal to ensure decisions take account of value for
money. All investment cases prepared by the ESFA are subject to rigorous governance
and assurance including:

e internal review of readiness to proceed;
e Funding Committee approval;

e External Advisory Panel endorsement;
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e ESFA Chief Executive approval,
e Ministerial approval; and

e Chief Secretary to the Treasury approval.

The total commitment to 31 March 2018 from the Restructuring Facility was
approximately £300 million. Each deal was negotiated and agreed on an individual basis.
The ESFA has successfully delivered a high volume of complex, challenging and high-
value restructuring support projects over the period. It is too soon to evaluate the full
benefits accruing from college sector restructuring projects. However, Restructuring
Facility funds have halted the need for recurrent financial support in many cases and
have reduced the exposure of many colleges to unsustainable and unaffordable debt,
whilst preserving the continuation of good quality provision for learners and employers.

Objective 8: Provide a service for all our users that is simple, clear,

fast, and makes sure they can get what they need when they need it
Measure . Target 2017-18 outcome

Percentage of LA, academy and further 85% 84% (28,100)

education enquiries resolved within 3 days of which:
- simple8: 95% (22,453)

- complex®: 39% (5,647)

Percentage of training and skills programme | 90% 88%
enquiries resolved within 5 days

Responses to Parliamentary questions sent 100% 90%
within published timescales

Responses to Freedom of Information 90% 91%
requests sent within published timescales

Responses to Official correspondence sent 90% 94.6%
within published timescales

Responses to complaints sent within 90% 93%
published timescales

Satisfaction levels of ESFA-funded 90% 85%
institutions

LA and academy trust enquiries
The total number of academies continued to increase in 2017-18. As the number of

academies grow (7,613 as at 1 March 2018, compared to 6,518 as at 1 March 2017), we

8 Simple enquiries are defined as those that can be answered with knowledge within the enquiry service,
with no specialist help required.

9 Complex enquiries are defined as those that require answers to be provided by a specialist team.
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have created a single Academies Customer Interactions Unit to serve an increased
volume of enquiries (from LAs and academy trusts), compliance issues about trusts, and
admission cases. This allowed us to share expertise in a single team that manages our
customer interactions efficiently and consistently, and provides national casework
expertise on admissions and compliance issues as a central resource. In 2017-18, we
dealt with 33,750 pieces of correspondence.

The ambition is to build on our existing customer insight to reduce the incoming traffic
into the service through enhanced web-based customer self-service. Meanwhile, there
has been a 7% growth in the number of interactions that the ESFA received from
2016/17 to 2017/18. Despite this, we have been able to demonstrate that:

e 95% of simple customer enquiries are closed within 3 working days;
e 67% of complex enquiries are closed within 5 working days; and

e we continue to improve the number of appeal and compliance cases we resolve, with
93% of complaints cases being resolved within 65 days and 94% of appeals cases
resolved within 45 days.

Whilst we maintain a good level of customer service, with 85% positive feedback on the
service experienced, we want to build on this in 2018/19. We will review our existing
performance indicators to ensure we continue to measure the most relevant aspects of
customer service. We also expect to develop our use of intelligence to better inform
policy development, intervention and risk assessment of academies and trusts — this has
led to a number of pieces of joint work with the looked after children and admission policy
teams to ensure that we have a deliverable policy and process.

National Apprenticeship Service
Alongside the account management service provided to the top 1,000 levy paying

employers paying 70% of the levy, we have introduced a telephone account
management service for an additional 4,500 of the largest levy paying employers. These
employers account for a further 25% of the levy paid. Our services help employers
understand the benefits of apprenticeships and help them to make informed decisions on
how to invest their levy to improve the recruitment of talent and the development of skills
within their organisation.

The National Apprenticeship Service helpline provides free, impartial advice and support
for employers looking to recruit an apprentice for the first time, or to grow or upskill their
workforce through apprenticeships. The helpline is available to all employers, and offers
guidance in choosing the right apprenticeship standard or framework as well as a
suitable training provider. The helpline has also made proactive calls and emails to keep
employers updated on changes to apprenticeships.
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National Careers Service
The National Careers Service provides free, up-to-date, impartial information, advice and

guidance to adults and young people (aged 13 and over) about careers, learning and
skills, and the labour market. The service helps individuals to make informed choices
about their future learning and career paths. It is delivered across England in more than
1,000 locations and by over 1,300 highly skilled, professionally qualified careers advisers.
People can access the service in a number of ways as outlined below.

The National Careers Service telephone helpline is available to adults and young people
from 8am to 10pm every day of the year except Christmas and New Year’s Day.
Customers can receive advice from qualified careers advisers by phone or web chat.
Between April 2017 and March 2018, the helpline provided advice and information to
more than 112,000 customers.

The service has a presence in more than 98% of Jobcentre Plus offices and is available
to the public in local libraries, further education colleges, training providers, community
venues and on the high street. In 2017-18, more than 451,000 customers benefitted from
a personalised face-to-face careers advice session with a local adviser. Of those
customers, just over 44% achieved a positive employment or learning outcome within 6
to 9 months of receiving support.

The National Careers Service website is the most popular route for individuals seeking
careers information and advice. More than 9.9 million individuals used the website and
viewed more than 51 million pages during the last financial year.

Further education provider enquiries
In 2017-18, the ESFA handled 5,951 enquiries from, or related to, further education

providers. This is a 27% increase from 2016-17 (4,687 enquiries). The increase is largely
attributable to recent announcements about T levels, and work to report cladding on
publicly-funded education buildings following the Grenfell Tower fire.

77.2% of these enquiries were resolved within 3 working days. To strive for greater levels
of customer service we have introduced a new target that 100% of enquiries should
receive a first response within 3 working days. Timeliness of responses has been steadily
improving since this was introduced. Over the last 3 months of 2017-18, we completed a
first response within 3 working days for over 98.5% of enquiries.

We place a strong emphasis on providing good quality responses that are right first time.
We work to a number of performance indicators relating to quality and timeliness. Each
month, a sample of responses is taken and scored for quality against a range of
measures. The result of this quality assurance work has shown a steady improvement,
with responses now consistently scoring above 95%. Success has meant that we have
been able to increase our performance indicator target from 90% to 95%.
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Training and skills programme enquiries
The ESFA has seen an increase in programme queries related to funding, data and

systems for training and skills provision, handling 38,233 enquiries in 2017/18 (compared
to 33,625 in 2016/17). 88% of these enquiries were handled within the service timeframe
of 5 days, against a target of 90%. The number of customers that we support continues
to grow as more organisations are added to the RoATP, which has in part contributed to
the increase in enquiries received, along with the impact of a more complex funding
landscape during the implementation of apprenticeship reform.

Data science
The ESFA Data Science division has ensured the Agency supports the Department in

delivering new infrastructure, tools and services to enable it to become an increasingly
data driven organisation, and make effective decisions based on evidence.

In 2015-16, we changed the names of qualification success rates (QSR) to qualification
achievement rates (QAR) in preparation for the introduction of a broader range of
success measures in the future. In the 2017-18 funding year (1 August to 31 July 2018)
we set out business rules that explain the method for calculating QARs for training
providers delivering apprenticeships, education and training, including those with learners
funded by Advanced Learner Loans.

The Agency has improved access to data for the ESFA and the Department by
implementing a master data repository, meaning that data is now stored centrally in one
location. We built infrastructure so data can be processed and analysed by our analysts
quickly and securely, including the introduction of new software products so that analysts
can visualise and interpret data quickly. We have also developed new data science and
data analysis techniques to create intelligent machine learning and powerful automation
tools.

We have continued to develop our use of data to spot fraud and assess provider risk so
we can identify areas of underperformance and risk much quicker and more accurately.

Complaints to the Parliamentary Ombudsman

The Parliamentary and Health Service Ombudsman (PHSO) can investigate complaints
against the administrative actions of a wide range of Government departments and other
public bodies; or the actions of organisations acting on their behalf.

In 2017-18, the PHSO received 18 ESFA-related complaints. Of these, one was
accepted for investigation. Following the conclusion of the investigation, the complaint
was not upheld (2016-17: one case accepted, but not upheld).

During 2016-17, the former EFA undertook a review of its complaints process, looking at
internal and external views as well as best practice. In June 2017, the newly formed

ESFA’s complaints process was drawn up and incorporated the learning from this review
as well guidance from the Department. The changes allow complaints about the ESFA to
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be centrally monitored, ensuring transparency and consistency. It also allows the ESFA
to follow the Department’s complaints process, allowing all complainants to have the
opportunity to exhaust the 3-stage complaints process before seeking PHSO assistance.

The ESFA follows the Department’s complaints policy. The target for responding to all
complaints about the ESFA is 15 working days. The number and nature of complaints
received is recorded centrally. In 2017-18, the ESFA received 377 complaint cases (EFA
2016-17: 61 cases. SFA June 2016 to April 2017: 176 cases). The increase since 2016-
17 reflects the introduction of a more robust process for handling and recording
complaints to improve customer service, meaning that an increased proportion of ESFA’s
correspondence meets the criteria to be categorised as a complaint.

Non-financial matters

Social and community issues
We published our vision, mission and core principles in the ESFA’s 2017-18 business

plan as set out in the sections below.

Vision
“A system that delivers the resources to provide excellent education and skills.”

We recognise that education and skills lie at the heart of the Government’s drive to
extend opportunity, deliver real social justice and raise economic productivity. To support
this, we will get the best value for money for the taxpayer and the best opportunities for
learners. We will keep our customers and users at the heart of what we do so that
learners, employers and providers in England can respond to local and national
education and skills priorities.

Mission
“‘Every pound matters.”

We want to deliver the best possible value for money for the taxpayer, and we want to be
a great place to work and deliver. We will empower our staff and partners to find ways to
improve what we do, delivering better and more efficient services.

Core principles

How we work and what we set out to achieve will be driven by our intent to deliver to the
highest possible standards. This means that our work and the way we develop the single
Agency is underpinned by 3 core principles:

e putting customers and users at the heart of what we do;

e improving and simplifying systems and services releasing benefits for the education,
training and skills sectors, for service users and for ourselves; and

e supporting our people to develop the skills they need to succeed.
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Respect for human rights
Under the Equality Act 2006, the Department encourages and supports the development

of society in which:

e people’s ability to achieve their potential is not limited by prejudice or discrimination;

there is respect for and protection of each individual’s human rights;
e there is respect for the dignity and worth of each individual;
e each individual has an equal opportunity to participate in society; and

e there is mutual respect between groups based on understanding and valuing
diversity, and on shared respect for equality and human rights.

Anti-corruption and anti-bribery matters

The Department is committed to conducting its affairs in an ethical and honest manner,
and is committed to implementing and enforcing systems that ensure bribery is
prevented. The Department has zero-tolerance for bribery and corrupt activities. We are
committed to acting professionally, fairly, and with integrity in all business dealings and
relationships, wherever in the country we operate.

The Department will constantly uphold all laws relating to anti-bribery and corruption in all
the jurisdictions in which we operate. The Department is bound by the laws of the UK,
including the Bribery Act 2010.

This year, staff were required to complete mandatory training highlighting their
responsibilities in recognising and preventing fraud and bribery. The Department also has
a Standards of Behaviour policy, which sets out its expectations from staff in relation to
theft and fraud.

Sustainability

We adopt the Department’s policies on sustainability. We aim to manage our business in
an environmentally sustainable way and the Department’s Annual Report and Accounts
describes our performance in this.

Eileen Milner
Chief Executive and Accounting Officer, ESFA
4 July 2018
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Corporate governance report

Overview

This corporate governance report explains the composition and organisation of the
ESFA’s governance structures. This is intended to demonstrate how the ESFA has put in
place arrangements for good corporate governance during its first year of operation, to
ensure compliance with the Corporate Governance Code for Central Government
Departments (published by Cabinet Office) where relevant to the ESFA and its remit.
During 2017-18 no departures from the Code have been identified.

The directors’ report

Directors
During 2017-18, the directors of the ESFA were:

Peter Lauener
Chief Executive and Accounting Officer

(Chief Executive from 1 April 2017 until 19 November 2017, and
Accounting Officer from 1 April 2017 until 26 November 2017)

Eileen Milner
Chief Executive and Accounting Officer

(Chief Executive from 20 November 2017, and
Accounting Officer from 27 November 2017)

Béatrice Lightfoot
Acting Director of Central Services and Transformation

(from 20 April 2017)

Kirsty Evans
Associate Director - Adult Education/Deputy Director of Funding Policy
Implementation

(from 1 April 2017)
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Keith Smith
Director of Funding and Programmes (Apprenticeships and Adults)

(from 1 April 2017)

Julian Wood
Acting Director of Capital Group

(Capital Acting Chief Operating Officer from 1 April 2017 until
28 January 2018 and Chief Operating Officer from 29 January 2018;
and Acting Director of Capital Group from 26 October 2017 onwards)

Matthew Atkinson
Director of Transactions Unit

(from 1 May 2017)

Mike Green
Director of Capital Group

(from 1 April 2017 until 26 October 2017)

Mike Pettifer
Director of Academies and Maintained Schools Group

(Acting Director from 1 April 2017 until 28 January 2018,
permanent Director from 29 January 2018)

Peter Mucklow
Director of Intervention and Young People’s Funding Group

(from 1 April 2017)

Sue Husband
Director of National Apprenticeship Service

(from 1 April 2017)
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Non-Executive board members

m lan Ferguson

s Interim Chair - ESFA Management Board
B2

#‘i?ﬁ lan Ferguson is a non-executive board member of the Department
for Education and chair of the Department’s Audit and Risk
Committee. He was appointed to the Department’s Board in
January 2016. Prior to this, lan was a member of the Board of the
Young People’s Learning Agency, and then (from July 2012) of the
EFA Advisory Group (which merged with the SFA Advisory Group
from January 2017 in readiness for the formal merger of the 2
organisations on 1 April 2017).

lan is Chairman of Trustees of Metaswitch Networks Ltd, a
computer communications and telephony technology company he
founded in 1981, after a career with Unilever and IBM. He received
a CBE for services to education and training in 2005.

Mark Sanders

Chair — ESFA Audit and Risk Committee
Non-executive member — ESFA Management Board

Mark Sanders has an extensive background in public service, with
10 years (2001 to 2011) serving as Chief Executive of Bury
Council. He formally chaired the Young People’s Learning Agency
Audit and Risk Management Committee. He is also a member of
the Department’s Audit and Risk Committee, the Board Member
for finance of the Northern Education Multi-Academy Trust, and
until recently, he was the Board Chairman of a large private health
provider company. He also sits on the Lancashire Fusiliers
Museum board.

Mark was awarded an OBE for his service to local government in
2011.

Karen Dukes

Interim non-executive member — ESFA Management Board
Interim non-executive member — ESFA Audit and Risk Committee

Karen Dukes has spent over 28 years advising corporates, not for
profit businesses and charities. For the last 15 years, she has
focused on assisting businesses restructure their operations,
improve their cash forecasting, and cut costs whilst maintaining a
focus on quality. She is experienced in strategic management, risk
management, and financial forecasting, review and challenge.

Recently, Karen retired from a full-time role as a partner at PwC,
working with a variety of businesses including NHS trusts,
universities, further education colleges and businesses
experiencing financial stress. She is a qualified accountant, and
worked at both Deloitte and Baker Tilly for several years in
previous roles.
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lan Hickman

Non-executive member — ESFA Audit and Risk Committee
Interim non-executive member — ESFA Management Board

lan Hickman was appointed as a member of the SFA and EFA
Audit and Risk Committees in August 2016.

lan spent 15 years of his career at a national level at the Audit
Commission, including 10 years from 2005 at director level. He
also has 10 years’ previous experience at chief officer level in
education and cultural services departments working for London
boroughs, district and unitary authorities.

lan was Chief Operating Officer at Northern Education Trust, a
multi-academy trust of 20 schools, for 3 years to September 2017.
He now has a portfolio career working in public sector leadership
development and education support service improvement
specialising in finance and governance.

Nigel Johnson

Non-executive member — ESFA Audit and Risk Committee
Interim non-executive member — ESFA Management Board

Nigel Johnson was appointed as a member of the SFA Audit and
Risk Committee in September 2014. He is also a member of the
Department’s Audit and Risk Committee.

Prior to Nigel’s retirement, he was employed most recently at
Deloitte, the international professional services firm, holding
various senior partner roles including Staff Partner, Partner in
Charge of Quality, and Lead Public Sector Partner. Nigel was a
member of the firm’s public sector executive team, representing
the audit function and a member of Deloitte’s Public Sector
Council, which oversaw and directed the relationship between the
firm and key Government/public sector stakeholders including
politicians, Government departments and regulators.
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ESFA board and committee structure

During 2017-18, the ESFA board and committee structure was as follows. More
information on each board and committee can be found in the following sections.

[ ESFA Management Board ]
[ ]
[ ESFA Audit and Risk Committee } [ ESFA Executive Team }
(
Corporate Boards }
|\
(
Programme Boards ]
&

ESFA Management Board

The Management Board was created following the establishment of the ESFA on 1 April
2017. It is formed of non-executive members and provides strategic leadership, direction,
support and guidance to ensure the delivery of ESFA business plan objectives,
organisational effectiveness and performance, and alignment with the Department’s
mission, strategy and purpose.

During 2017-18 the Board was chaired on an interim basis by lan Ferguson, a non-
executive director on the Department’s Board. The non-executive membership was
formed of 3 interim members and one permanent member whilst a public appointments
process took place to appoint permanent membership. This process is due to conclude in
2018-19. The non-executive members in 2017-18 were:

e lan Ferguson (interim Chair);

e Mark Sanders (member);

e Karen Dukes (interim member);

e lan Hickman (interim member); and

e Nigel Johnson (interim member).

The Chief Executive attends Board meetings. Directors from the ESFA and the
Department are invited to attend meetings when necessary.

The first meeting of the ESFA Management Board was in October 2017, following
Ministerial agreement of the ESFA governance framework. Meetings take place
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quarterly, and the Board met 3 times in the 2017-18 financial year. A record of members’
attendance at meetings can be seen in the table below.

Meetings attended

Member Role out of a possible
lan Ferguson Chair 3/3
Karen Dukes Interim member 3/3
Nigel Johnson Interim member 3/3
lan Hickman Interim member 3/3
Mark Sanders Member 3/3

Audit and Risk Committee

The Management Board has established the Audit and Risk Committee (ARC) as a
committee of the Board. The ARC supports the Board in its responsibilities for issues of
risk, control and governance by reviewing the comprehensiveness of assurances in
meeting the ESFA’s assurance needs and reviewing the reliability and integrity of these
assurances.

In 2017-18, the non-executive membership was formed of 2 members and one interim
member, in addition to the Chair. The interim membership was agreed with Ministers to
enable the ARC to operate effectively whilst a public appointments process took place
between December 2017 and April 2018 to appoint permanent membership. The
outcome of this recruitment exercise will be known at the start of 2018-19.

Others that attend ARC meetings include the Chief Executive, the National Audit Office
and the Government Internal Audit Agency. Directors from the ESFA and the Department
are invited to attend ARC meetings when necessary.

The first formal meeting of the ARC following the establishment of the Management
Board was in September 2017. A preliminary meeting was held before this in July 2017.
Meetings take place quarterly, and the ARC met 3 times in the 2017-18 financial year
(not including the preliminary meeting). A record of members’ attendance at meetings
can be seen in the table below.

Meetings attended

Member Role (out of a possible)
Mark Sanders Chair 2/3
Karen Dukes Interim member 3/3
Nigel Johnson Member 3/3
lan Hickman Member 3/3

Executive Team

The Executive Team assists the Chief Executive, as the Accounting Officer, in the
discharge of her duties and to ensure the efficient and effective management of the
Agency. The Executive Team is responsible for implementing the strategies agreed by
the Management Board and for overseeing operational delivery, performance and risk
against the Agency’s business plan. The Executive Team provides the Chief Executive
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with a forum in which to hold directors and their programmes to account, along with
carrying out forward-looking strategic thinking.

The Executive Team is comprised of the Chief Executive and other directors. Also in
attendance at each meeting are representatives from the Department’s finance and HR
teams.

In this financial year, Executive Team meetings took place monthly from April 2017. From
February 2018 frequency increased to every 2 weeks. It met 14 times in 2017-18.

Corporate boards

The Executive Team has established several corporate boards, and kept the
effectiveness of these under review throughout the year. Each corporate board was
chaired by a director.

Change Programme Board
The Change Programme Board was established in 2016-17 under the former EFA and

SFA. The focus of the Change Programme Board was on delivering successful business
change and transformation of services from the ESFA’s predecessor organisations, as
well as ensuring efficient delivery of new service capabilities. A renewed terms of
reference was introduced in July 2017.

Change board meetings in the ESFA took place from July 2017 to March 2018. During
the year, the Board held regular additional strategic planning sessions with Executive
Team members.

One of the main projects for which the Change Programme had oversight was the SFA IT
transition project, with a focus on enabling the ESFA to work collaboratively by moving all
staff onto the same IT platform. In 2017-18, £660,000 of savings were achieved by this
project. This will continue to be reviewed in 2018-19. Alongside the above monetary
savings, the move of users within the ESFA onto the same IT platform as the rest of the
Department has enabled greater collaboration and reduced time and effort spent on
workarounds.

The Change Programme also oversaw the funding and allocations project, which has
been established to bring together the allocation responsibilities of the former EFA and
SFA. The aim is to drive efficiency by moving to single allocations processes and
systems. This project will continue into 2018-19. A new funding calculation capability is
being developed to:

e increase the traceability between policy, funding, and the source of provider
information used in funding calculations; and

e reduce the effort in specifying, developing and quality assuring funding calculations,
whilst increasing quality assurance coverage across all providers.
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The programme also led the customer experience project, the purpose of which is to
define who the ESFA’s customers and service users are; what services we provide to
them; and how we provide them. We set out our existing model for managing
relationships and interactions with our customers and service users. We then made

recommendations on the future model to enable us to deliver better, faster and more cost
effective services to our customers. This project will continue into 2018-19.

The programme also ran a ‘getting to know’ campaign to bring together the former EFA
and SFA, starting with our leaders and our main functions. It engaged with our people to
keep them informed of progress being made in bringing together the 2 agencies, and
define the Agency’s vision, mission and strategy.

People Board
The People Board was established from May 2017 to develop and deliver the ESFA

people strategy and workforce plan. A revised terms of reference and membership were
introduced in March 2018.

In January, the ESFA Executive Team and the People Board introduced a workforce
planning group, and paid particular attention to the number of contingent workers in the
Agency. As a result we have reduced our contingent workforce from 259 to 150 between
January and March 2018. Contingent workers are being replaced with permanent staff
where appropriate, and some contingent labour remains where it is deemed best value
for money.

We use the annual Civil Service People Survey as our main tool for measuring staff
engagement. The survey has a high completion rate, with 85% of staff completing it in
2017. We established a baseline during the 2017 survey in our first year of operation,
and have also analysed responses alongside that of the ESFA’s predecessor agencies.

The ESFA has been delivering a number of people initiatives, which are shown in the
table below, mapped against staff engagement scores from the 2017 People Survey. The
results in 2017 showed that employees were broadly more content than they were in
predecessor agencies.

Civil Service People Survey

EFA SFA ESFA
ESFA people initiative score score score
delivered in 2017-18 Benefits achieved 2016 2016 2017
Workshops were held for all Reduced overall % of 9% 14% 9%
ESFA staff to develop a shared | colleagues who have
ESFA culture statement experience of bullying and

harassment, as measured
through the Civil Service (CS)
People Survey

An ESFA learning catalogue Improvement in overall People 55% 53% 59%
was launched to make learning Survey 2018 L&D score
and development (L&D)
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Civil Service People Survey

EFA SFA ESFA

ESFA people initiative score score score
delivered in 2017-18 Benefits achieved 2016 2016 2017
opportunities more accessible to
staff
Equality and diversity was Increased scores for People 82% 79% 82%
embedded in all projects that Survey Inclusion and Fair
formed part of the people Treatment Index from December
programme and HR 2018 onwards
Wellbeing events, surveys, and | Increase in satisfaction levels as 69% 67% 71%
resources delivered for staff, as | measured by questions WO01:
well as training for over 40 ‘Overall, how satisfied are you
‘Mental Healtr?First Aiders’ with your life nowadays?’ and 74% 2% 5%

WO02: ‘Overall, to what extent do

you feel that the things you do in

your life are worthwhile?’ in the

2018 People Survey
Coaching and mentoring training | Increases in the score for 57% 40% 60%
delivered to 50 staff and a People Survey question There
service introduced to facilitate are opportunities for me to
finding a coach or mentor develop my career in [my

organisation].'
Talent management programme | Annual increases in People 47% 52% 50%
ran for 60 employees looking to | Survey scores for question
develop their careers 'Learning and development

activities | have completed while

working for [my organisation]

are helping me to develop my

career.'
Internal apprenticeship Annual increases in People 55% 53% 59%
recruitment strategy mapped Survey learning and
current take-up and raised development index score from
awareness of the new levy December 2018
approach across the Agency

Risk, Intervention and Assurance Board

The Risk, Intervention and Assurance Board (RIAB) was established from August 2017.
It has a remit to understand, oversee and challenge the collective arrangements across
the Agency to manage risk, intervention and assurance for providers of learning and
training. The Board reports into the ESFA Executive Team, and Audit and Risk
Committee.

The focus of RIAB has been to undertake thematic case study reviews covering contract
closures, fraud and non-compliance cases. This has led to a number of changes to the
way delivery risks are managed. As a result of this work, actions have been taken to
improve areas such as supporting the closure of private training providers where
contracts are ended, and reviewing terms and conditions across different contracts with
schools, colleges and other types of providers to make them simpler and more
consistent.
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Over the coming year, RIAB will give attention to how the Agency will aim to drive
improvement in the sector, through sharing best practice, triggering earlier intervention
and consequences for wrongdoing.

Security and Business Continuity Board
In 2017-18, the Security and Business Continuity Board was established to provide

leadership and assurance related to ESFA business continuity and protective security
(including physical, system, cyber and information security). During 2017-18 the Security
and Business Continuity Board:

e formally appointed 36 ESFA Information Asset Owners (IAOs), key in supporting
implementation of GDPR from May 2018 in the Agency and Department;

e agreed to the ESFA adopting all Departmental security policies;

e amended Departmental security incident reporting processes to recognise the ESFA
Senior Information Risk Owner (SIRO) role, appointed a SIRO, and agreed their
responsibilities in security and data incident management;

e implemented monthly reporting of security incidents to the ESFA SIRO;

e instigated a programme of education and awareness across the ESFA on GDPR,;
and

e supported the ESFA and the Department in implementing changes to meet the
requirements of GDPR.

Other information

Auditor remuneration for non-audit work

The Comptroller and Auditor General, appointed by statute, audited these accounts. The
certificate and report appear in the Parliamentary and Audit Report section of this Annual
Report and Accounts. The notional audit fee incurred for the year was £330,000 and
relates to the statutory audit of the ESFA’s accounts.

Public sector information
The ESFA is a holder of public information. We do not charge for any data we provide.

Political donations
We did not make any political donations during 2017-18.

Financial Instruments and financial risk management

The most significant credit risk to the ESFA arises from non-payment of debts relating
usually to insolvency of provision of learning by commercial and charitable providers. The
position for the financial year is shown in the notes to the accounts in this document.

Important events after 31 March 2018
Between 1 April 2018 and the date these accounts were signed, there have been
announcements about the future structure of the ESFA. These are as follows:
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e As part of wider Department structural changes, the Agency’s capital functions will
move from the ESFA to the Department. This is planned for autumn 2018. The
priority will be to continue the close working relationship between the ESFA and the
Department to achieve a smooth transition of capital programmes and services to the
Department, and minimise any impact on the service that our customers receive.

e Staff from the Department’s Professional and Technical Education and
Apprenticeships groups will move into the ESFA from 1 September 2018. This will
fully integrate the policy and delivery functions and create a clear platform for end-to-
end delivery across both programmes. Responsibility for the delivery of T levels and
apprenticeships will transfer to the ESFA.

There have been no other significant events between 1 April 2018 and the date the
accounts were signed that have a material impact on the ESFA.

Future developments

In 2018-19, the Agency will continue to respond to key developments in Departmental
policy and in the education, training and skills sectors. Specific developments anticipated
in the year ahead are listed below.

e The Agency will deliver year 2 of the transition to a schools’ NFF, a historic reform
and for the first time school funding is being distributed according to a formula based
on the individual needs and characteristics of every school in the country.

e The Agency will continue to support the Government’s work to replace 13,000
existing technical qualifications with T levels, which will begin to be delivered in 2020.
We will agree a funding methodology for a second year of work placements in
2019/20, and first delivery of T levels in 2020.

e The Agency will continue to support AEB devolution and seek to protect the financial
stability of providers in the transition.

e The Agency will continue to respond to the requirements of GDPR by reviewing
contracts with education, training and skills providers to ensure that obligations
related to data protection are documented and understood.

Research/development activities
There has been no expenditure on research and development in the current financial
year.
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Under Section 7 of the Government Resource and Accounts Act 2000, the Department
has directed the ESFA to prepare for each financial year a statement of accounts in the
form and on the basis set out in the accounts direction. The accounts are prepared on an
accruals basis and must give a true and fair view of the state of affairs of the ESFA and
of its net resource outturn, application of resources, changes in taxpayers’ equity and
cash flows for the financial year.

In preparing the accounts, as Accounting Officer | am required to comply with the
requirements of the Government Financial Reporting Manual (published by HM Treasury)
and in particular to:

e observe the Accounts Direction issued by HM Treasury, including the relevant
accounting and disclosure requirements, and apply suitable accounting policies on a
consistent basis;

¢ make judgements and estimates on a reasonable basis;

e state whether applicable accounting standards as set out in the Government
Financial Reporting Manual have been followed, and disclose and explain any
material departures; and

e prepare the ESFA’s accounts on a going concern basis.

The Principal Accounting Officer of the Department appointed me as the Accounting
Officer of the ESFA from 27 November 2017, replacing Peter Lauener 