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PROTECT – MANAGEMENT


 Audit Committee

2 May 2013
Aviation House, Room 705
Minutes

Present
John Roberts CBE – Chairman
Ofsted Board Member

Vijay Sodiwala
Ofsted Board Member 

Linda Farrant
Ofsted Board Member

Andy Palmer
Ofsted Board Member 

Sir Michael Wilshaw
HMCI and Accounting Officer (item 5 only)

Lorraine Langham
Chief Operating Officer

Darryl Nunn
Director, Finance & Resources


Louise Grainger-Hulme
Divisional Manager, Finance 
Adam Stock
Internal Audit (Deloitte)
Morag Childs
Internal Audit (Deloitte)
David Hughes
External Audit (National Audit Office)

Saba Pooni
Audit & Governance Manager (Secretariat)

Summary of Action Points
Annual Internal Audit Report and Opinion
1. An update on performance against the CIE action plan to be provided to the Committee at a future meeting, timing to be confirmed by the Chief Operating Officer.
2. Linda Farrant agreed to engage with the cultural change programme.  
3. The Committee asked that management review the Assurance Map to ensure it reflects quality assurance aspects of inspections and the new regional structure.

4. Darryl Nunn agreed to review with Deloitte to ensure the Assurance Framework recognises the need to map objectives through risks and delivery when providing assurance.
Draft pre-audit Annual Report and Accounts
5. Louise Grainger-Hulme to send an email to Ofsted Board confirming the formal sign- off process of the Annual Report and Accounts for 2012-13
Issued Internal Audit reports
6. The Committee asked for an update on the medium recommendation relating to NBU duplicate application records which due to timing may have changed, to be circulated alongside the minutes. 
7. The Committee asked for all mandatory training across the organisation to be reported to the Executive with an update to be provided at future meetings as part of the progress against audit recommendation report.

Finance Report
8. The Committee asked Darryl Nunn to review processes in place to manage project expenditure through the year to ensure they are robust, and to make improvements where appropriate.
1.1. Chairman’s introduction, declarations of interest and minutes and matters arising

1.1. John Roberts opened the meeting and members noted that this was Adam Stock’s last meeting and thanked him for his contribution to the committee and wished him well for the future.
1.2. There were no declarations of interest.

1.3. In reviewing the action log, it was noted that AC076 Complaints handling, the owner to be changed to Neil Greenwood. AC082 risk management pilot has been added to the forward look and members agreed to close.
1.4. Members accepted the minutes as an accurate record of the Audit Committee meeting held on 14 March 2013.

2.1. Report from Chair and Members
2.1. As a result of the self-assessment workshop members were asked to feedback on any relevant meetings or projects they had attended or been involved in.  John Roberts reported he has been invited by the National Audit Office (NAO) to attend a briefing on the new HM Treasury audit handbook and will report back findings at the next meeting in June.
3.1. Annual Internal Audit Report and Opinion

3.1. Morag Childs reported that Internal Audit had completed the fieldwork for the 2012-13 internal audit programme.  The audit plan covered 17 processes or systems operating within Ofsted of which two received ‘full’ assurance, 12 received ‘substantial’ assurances; and one received ‘partial’ assurance. The remaining two projects were advisory in nature and therefore did not result in an overall audit assessment.
3.2. Based on internal audits completed as part of the Ofsted Internal Audit Plan (1 April 2012 – 31 March 2013), in Deloitte’s opinion Ofsted has adequate and effective systems over governance, risk and control which provide reasonable assurance regarding the effective and efficient achievement of Ofsted’s objectives, except for the matter of significance relating to a piece of advisory work relating to Compliance, Investigation and Enforcement (CIE).
3.3. Members noted that Ofsted management had raised concerns about the CIE area and asked for Deloitte to carry out the piece of advisory work.  As a result of the CIE work a significant number of opportunities for improvement, some of which required urgent attention, were identified.  In response, Ofsted management have consolidated actions from all project work streams and developed robust management action plans with a nominated member of management responsible for each of the key actions. Implementation of the agreed actions is being tracked; members agreed an update on performance against the plans will be provided to the Committee at a future meeting, timing to be confirmed by the Chief Operating Officer. 
Action 1: An update on performance against the CIE action plan to be provided to the Committee at a future meeting, timing to be confirmed by the Chief Operating Officer.
3.4. In discussion on the CIE audit work it was noted that the review took into account the structure, people and culture, as well as systems and processes.  Linda Farrant agreed to engage with the cultural change programme.  The Committee agreed to ensure Ofsted Board are kept up to date with the CIE advisory work.
Action 2: Linda Farrant agreed to engage with the cultural change programme.  
3.5. Members noted that the Internal Audit programme for 2013-14 reflects the need for end to end reviews to be considered as well a specific process review work.  
Action 3: The Committee asked that management review the Assurance Map to ensure it reflects quality assurance aspects of inspections and the new regional structure.
Action 4: Darryl Nunn agreed to review with Deloitte to ensure the Assurance Framework recognises the need to map objectives through risks and delivery when providing assurance.
4.1. Annual Report of the Audit Committee
4.1. John Roberts explained the minor changes to the annual report of the Committee.  The Chair asked that the report is consistent with the governance statement and the Annual Internal Audit Report and Opinion, in terms of the CIE advisory work.
4.2. The Committee approved the annual report subject to changes to paragraph 17.

4.3. The Committee noted the proposed changes to the terms of reference and recommended them to Ofsted Executive Board with some minor changes.

5.1. Draft pre-audit 2012-13 Annual Report and Accounts including Governance Statement
5.1. Introducing this item, Louise Grainger-Hulme explained that Ofsted is required to lay its audited Annual Report and Accounts for 2012-13 in the House of Commons.  The pre-audit draft accounts had been prepared and the Committee noted that Ofsted had not breached any of the Parliamentary control totals.  The contents of the report follows HM Treasury’s guidance and the governance statement has been updated to reflect the NAO’s fact sheet and comments raised at a previous Audit Committee .
5.2. The Committee noted the production and subsequent audit of period 9 accounts has facilitated the efficient and effective production of the annual report. In reviewing, the following points were raised: 
Introduction (P5-8)
· Update introduction to reflect work on Social Care and Learning & Skills

· P7, Para 3 Last sentence – strengthen

· Add Data View (www.dataview.ofsted.gov.uk), an online tool which allows open access to, and the comparison of, inspection findings about the performance of providers at national, regional, local authority and constituency level over time

Annual Report (P9-56)
· Para 170 typo – ‘within 10 days of the later of receipt’  
· Para 191 formal reports – remove Audit report and Opinion; and Information Risk Assessment as they are not formally produced by the Committee

· Page 50, Para 206 ‘Other Committees’ add a note to say they are other committees of the Board and agreed with the Executive

· Para 243 CIE audit – add a sentence or two explaining in broad terms what has actually been done

· In the Governance Statement there are a number of references to the assurance given to Internal Audits. Add a paragraph to detail the definitions for assurance levels e.g. full, substantial and partial, or remove such references.
· Add a couple of sentences re the wider regulatory and improvement project- CIE advisory engagement and EY ISP commercial risk assessment
· Para 231 – Partial assurance given to Procurement and Contract Management audit, suggested not to include this level of detail
Accounts (pages 58-84)

· Page 77 big increase in prepayments and accrued income – this relates to the how we pay ISPs, although some are paid in different ways (Linda Farrant to speak with Louise Grainger-Hulme separately)

Appendices (pages 85-90)
· Page 88 Chair’s Committee remove sentence starting ‘For the committee to be quorate, two members of the committee must be present’.

· Page 90 RMMG disbanded Nov 2012 – explain that this work has been absorbed by Operations Executive Board
· Note missing remuneration tables (available at next meeting)

5.3. The Committee agreed to meet and approve the audited accounts on 6 June. They asked for an email to be sent out to Board members that same day asking them for their formal approval by 7 June 2013. 
Action 5: Louise Grainger-Hulme to send an email to Ofsted Board confirming the formal sign off process of the Annual Report and Accounts for 2012-13
6.1. Internal Audit update
6.1. Adam Stock reported that since the last Audit Committee meeting, they have completed and issued six final reports as part of the 2012-13 internal audit plan. He had included a running total of budgeted days on the progress report as requested at the previous meeting.
In addition, they have issued the following advisory draft reports which are subject to management review:

 Compliance, Investigation and Enforcement

 Early Years - Inspection Service Providers Commercial Options Risk Assessment
6.2. The Committee noted the delivery of the 2012-13 internal audit plan.
7.1. Issued Internal Audit reports
7.1. Adam Stock reported that Internal Audit had completed and issued final reports for the following audits as part of the 2012-13 Internal Audit plan:
· Corporate Governance

· National Business Unit Applications team
· Performance Management

· Information Risk Management and Data Security

· Spending Review 2010 Phase II

· Follow up of High and Medium Actions 
7.2. Corporate Governance -  the audit provided ‘full’ assurance and as a result one low recommendation was made to improve process and to strengthen the control environment
7.3. National Business Unit Applications team – the audit provided ‘substantial’ assurance and as a result one medium and two low recommendations were made.  
Action 6: The Committee asked for an update on the medium recommendation relating to NBU duplicate application records which due to timing may have changed, to be circulated alongside the minutes.
7.4. Performance Management – the audit provided ‘substantial’ assurance and as a result three low priority findings.  The Committee noted that actions to address all three findings have been based on timelines for medium priorities and will ensure they are completed within three months.
7.5. Information Risk Management – the audit provided ‘substantial’ assurance and as a result two medium and two low recommendations were made.  The Committee asked that the management response relating to information assurance induction training to be more firm.
Action 7: The Committee asked for all mandatory training across the organisation to be reported to the Executive with an update to be provided at future meetings as part of the progress against audit recommendations report.
7.6. Spending Review – the audit provided ‘substantial’ assurance and as a result two low recommendations were made.  The Committee noted a good report. 
7.7. Follow up of high and medium actions – The Committee noted 15 out of 17 audit recommendations were fully implemented. 
8.1. Progress against Audit Recommendations Report
8.1. Members noted the progress made up to March 2013 in addressing audit findings and noted the Official Statistics audit recommendation will be completed by May 2013.
8.2. Members were pleased to note the majority of recommendations were on schedule. The Committee thanked Deloitte, the NAO and the Finance team for a robust process and accuracy of completing recommendations to deadline.
9.1. Operational Performance Report
9.1. Lorraine Langham introduced the Operational Performance report for February 2013. The Committee noted that publication of some surveys were held due to the pre-election silence period.  
9.2. The Committee noted the Operational Performance report.

10.1. Finance Report
10.1. Darryl Nunn explained Ofsted’s financial position for the year ended March 2013.  At the end of the year, Ofsted had spent £156.5m against the net revenue budget of £167.2m, a saving of £10.7m. The provisional outturn is subject to audit by the National Audit Office in May 2013.    
10.2. The Committee noted there were a number of projects that were completed during the year at lower cost than budget and projects that will not be completed until 2013-14.  

Action 8: The Committee asked Darryl Nunn to review processes in place to manage project expenditure through the year to ensure they are robust, and to make improvements where appropriate. 
11.1. Any other business
11.1. None.
11.2. The next Audit Committee meeting will take place at 10.00 on Thursday 6 June 2013.
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