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PROTECT – MANAGEMENT


 Audit Committee

6 June 2013
Aviation House, Room 802
Minutes

Present
John Roberts CBE – Chairman
Ofsted Board Member

Vijay Sodiwala
Ofsted Board Member 

Linda Farrant
Ofsted Board Member

Andy Palmer
Ofsted Board Member (by telephone)
Sir Michael Wilshaw
HMCI and Accounting Officer (items 1 to 5 only)
Lorraine Langham
Chief Operating Officer

Darryl Nunn
Director, Finance & Resources


Louise Grainger-Hulme
Divisional Manager, Finance 
Yvonne Harrison
Internal Audit (Deloitte)
Morag Childs
Internal Audit (Deloitte)
Jacqui Smillie
External Audit (National Audit Office)
Alma Kucera
Head of Information (item 12 only)
Saba Pooni
Audit & Governance Manager (Secretariat)

Summary of Action Points
Report from the Chair and Members
1. Louise Grainger-Hulme to ensure team review the new requirements of the new HM Treasury Handbook, and ensure the Committee is compliant with them.
2012-13 Annual Report and Accounts
2. Louise Grainger-Hulme to amend the Annual Report and Accounts to reflect the Committee’s comments, before arranging HMCI and NAO signatures prior to laying before Parliament before the 26th June.
Internal Audit update

3. Saba Pooni to add to the Committee’s forward look a discussion with Deloitte in shaping 2014-15 Internal Audit Programme.
Issued Internal Audit reports

4. Lorraine Langham to ensure CIE risks are reflected clearly in the strategic risk register.
Progress against Audit Recommendations

5. Members asked for the NBU applications team recommendation to be closed due to it being superseded by work resulting from the Deloitte’s review of regulatory work captured in a number of IS actions.  

Annual Information Assurance report

6. Alma Kucera to provide an Information Assurance update on actions and risks by the end of the year.
Any other Business

7. Louise Grainger-Hulme to undertake a review of the different elements of ‘Process Control Objectives’ and build into the work with Deloitte in producing the assurance framework.
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 Darryl Nunn’s last meeting and thanked him for his contribution to the committee and wished him well for the future.  Apologies were noted from David Hughes of the National Audit Office (NAO).
1.2. There were no declarations of interest.

1.3. Members accepted the minutes as an accurate record of the Audit Committee meeting held on 2 May 2013.

1.4. In reviewing the action log, it was noted that AC083 work is underway to review the process for managing project expenditure. 
2.1. Report from Chair and Members
2.1. Members noted that Vijay Sodiwala has a meeting planned with the IS Team to discuss proposals for the Social Care systems at the end of June 2013.

2.2. The Chair reported that he attended a briefing on the new HM Treasury handbook which was helpful and an opportunity to network with other Committee Chairs.  The NAO have prepared a helpful factsheet which signposts the main developments in the new handbook.  Members noted more emphasis on risk assurance in particular for outsourced work. 
2.3. Action 1: Louise Grainger-Hulme to ensure team review the new requirements of the new HM Treasury Handbook, and ensure the Committee is compliant with them.
3.1. Audited Annual Report & Accounts 2012-13
3.1. Jacqui Smillie introduced the Audit Completion Report (including Management Letter) on the 2012-13 financial statement audit. Members noted the following comments:
· The Comptroller and Audit General (C&AG) anticipates certifying the 2012-13 financial statements with an unqualified audit opinion, without modification, subject to the satisfactory resolution of the audit of the remuneration report as pension disclosures are currently outstanding;

· It is anticipated that the Ofsted Annual Report and Accounts will be signed, certified, laid and published ahead of the spending review announcement on 26 June 2013;

· It was noted that Pension information from MyCSP had been received late an would be added to the Remuneration Report as supplied by MyCSP, these would then be subject to audit by the National Audit Office;
· No other significant risks of material misstatement have been identified since the presentation of the NAO’s audit planning report;
· In terms of other audit findings, VAT errors in the financial year had been noted and these were reflected in the liability to HMRC; Ofsted management identified this issue during the year, as part of their management controls, and  management have asked  internal audit to review VAT as part of their 2013-14 programme;
· The NAO did not identify any significant concerns in relation to the quality, effectiveness and transparency of financial reporting and accounting;
· The Committee discussed disclosures within the Remuneration Report and members agreed the approach as being in line with consistency and transparency objectives. 
· Uncorrected misstatements of £33k were identified by the NAO. The Committee supported management’s decision not to correct these misstatements as they do not consider them material in the context of all the financial statements. The total impact of the uncorrected misstatements is nil with respect to expenditure and net assets;

· The financial statements were noted as being of good quality.
3.2. The Committee noted they were content with the letter of representation and the draft audit certificate.
4.1. 2012-13 Annual Report & Accounts
4.1. The Committee noted amendments to HMCI’s introduction and asked to strengthen the third to last paragraph to say ‘the Social Care implementation plans are in place to ensure regionalisation by January 2014’.  

4.2. Members noted that paragraph 234 Public Sector Internal Audit Standards to be amended to the standards that were in place for the 2012-13 reporting period.  
Action 2: Louise Grainger-Hulme to amend the Annual Report and Accounts to reflect the Committee’s comments, before arranging HMCI and NAO signatures prior to laying before Parliament before the 26th June. 
4.3. Members approved the 2012-13 Annual Report and Accounts subject to pension disclosures from MyCSP being included.

4.4. In terms of next steps, members noted the report will be circulated to Ofsted Board for approval, subsequently to be passed to HMCI for signing.  A further update will be provided to Ofsted Board at their meeting on 11 June 2013. The C&AG is due to sign on 12 June 2013.  
4.5. The Committee thanked Darryl Nunn, Louise Grainger-Hulme, Neil Greenwood and their teams for excellent work in producing the final report and accounts.
5.1. Annual Internal Audit Report and Opinion
5.1. Members noted the final Annual Internal Audit Report and Opinion. The Committee were content to report to the Ofsted Board the sign off from Internal Auditors.
6.1. Internal Audit update
6.1. Morag Childs summarised the progress in completing the 2012-13 Internal Audit plan and delivering the 2013-14 Internal Audit Plan.
Since the last Audit Committee meeting, Deloitte have completed the 2012-13 Internal Audit Plan and have issued the following final advisory reports:

 Compliance, Investigation and Enforcement; and
 Early Years - Inspection Service Providers Commercial Options Risk Assessment

6.2. Deloitte have commenced work on the 2013-14 Internal Audit Plan as follows:

 IT Planning and Business Systems; and

 Regional Transition Plan, Phase I

6.3. In terms of lessons learned from the previous year, members noted the need to engage the appropriate staff during the scoping stage and to ensure audit work is carried out for end to end processes. It was also noted a more themed approach which is common in other government departments, would be suitable.
6.4. The Chair asked that in developing next year’s audit programme, the Committee should have an early strategic discussion with Deloitte’s on how to shape the plan, taking into account value for money and themed audits.  
Action 3: Saba Pooni to add to the Committee’s forward look a discussion with Deloitte in shaping 2014-15 Internal Audit Programme.
6.5. The Committee noted the completion of the 2012-13 Internal Audit plan and progress to date in delivering the 2013-14 Internal Audit Plan.
7.1. Issued Internal Audit reports
Morag Childs reported that Internal Audit have completed  and issued the following final advisory reports:

 Compliance, Investigation and Enforcement; and
 Early Years - Inspection Service Providers Commercial Options Risk Assessment

7.1. 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 Ofsted management have developed a robust integrated action plan. 
7.2. Deloitte hosted a workshop to take colleagues through the actions resulting from the CIE review. All actions have been allocated to work-strand leads who agreed timescales, dependencies and resource implications. Implementation of the agreed actions is being tracked by a programme board.  
7.3. Members noted that the Committee will be provided with an overview and a RAG rated report on the progress of the action plan at a future meeting.  This is included in the Committee’s forward plan.
7.4. The Committee noted the need to be clearer in articulating the CIE risks in the 
strategic risk register.
7.5. Action 4: Lorraine Langham to ensure CIE risks are reflected clearly in the 
strategic risk register.
7.6. In terms of the Early Years work, the objective of this advisory engagement was to provide support, advice and challenge to Ofsted management in developing the risk assessment that will form part of the broader commercial approach and on-going contract management for the Early Years Inspection Services contracts.
7.7. Members noted that assurance on management actions will be overseen by the Commissioning Assurance and Quality Committee (CAQC). The management of the Early Years contracts is being transferred to the new Finance and Commercial Director along with all other Inspection Service Provider contracts.
8.1. Progress against Audit Recommendations Report 
8.1. Members noted the progress made up to April 2013 in addressing audit findings and the recommendation relating to the finance and procurement code update has slipped due to it being incorporated as part of the P2P project integrated action plan.
8.2. Action 5 : Members asked for the NBU applications team recommendation to be closed due to it being superseded by work resulting from the Deloitte’s review of regulatory work captured in a number of IS actions.  
9.1. Strategic Risk Report
9.1. Members noted the Strategic risk register for the end of March 2014.
10.1. Operational Performance Report
10.1. Lorraine Langham introduced the Operational Performance report for March 2013. 
10.2. The Committee noted the Operational Performance report.

11.1. Contracts Monitoring and Activity report
11.1. The Committee noted an update on Ofsted’s contracting activity during the period 1 January 2013 to 31 March 2013, focussing on contracts of major concern to the organisation for its operation and delivery.
11.2. The Committee noted the high number (4) of instances of single tender action in the reporting period. This included the existing contract for the provision of Parents’ Panel services which has been extended whilst a procurement exercise takes place, and a number of small procurements supporting the transition to the regional structure which were put in place with the prior agreement of the Chair. Management assured the Committee that the approach to STA’s remains robust. 
12.1. Annual Information Assurance Report

12.1. Introducing this item, Alma Kucera, Head of Information explained that Ofsted is required to conduct an annual review of information risk and the effectiveness of overarching policy.  The review must include input from Information Asset Owners and forms the evidence base for:

· The commentary on information risk within the Governance Statement which is part of the Department’s Annual Report and Accounts 2012-13.

· The Security and Risk Management Overview Report (SRMO) which Ofsted must submit to the Cabinet Office.

12.2. Members noted that spot checks of access controls to key IT systems (ie SharePoint) had fallen and that the Operations Executive Board had put actions in place to ensure spot checks take place.
12.3. Members noted the Annual Information Assurance report and asked for feedback on actions and risks in six months’ time. The Committee asked that the report be clearly signposted which shows what the risk assessment framework is, what processes are being followed, highlight any particular risk areas and include a dashboard.
Action 6: Alma Kucera to provide an Information Assurance update on actions and risks by the end of the year.
13.1. Anti-Fraud and Corruption update
13.1. Louise Grainger-Hulme updated the Committee with information on policies and processes in place to identify potential fraud and action taken in 2012-13 to raise awareness.  

13.2. She explained that all staff were required to complete the mandatory counter fraud e-learning. This learning aimed to improve awareness of staff responsibilities in tackling fraud, and the risks relating to bribery and corruption. The actual completion rate is unknown due to a system error with Civil Service Learning. Once the issue has been resolved reminders will be issued to any staff who have not yet completed the training.
13.3. Members noted that the Government Procurement Service is establishing a Spend-Recovery Audit framework for Departments, Ofsted intends to use this framework in 2013-14 once it is finalised.   
13.4. Members noted in 2012-13 the Counter-Fraud and Corruption Policy was updated to reflect best practice and the introduction of the Bribery Act.   The revised policy was launched to staff in February 2012.  The Fraud Response Plan which sets out arrangements to ensure that effective action is taken when suspected frauds are reported; has also been updated.
14.1. Any other business
14.1. Members noted the letter from the Cabinet Office stating one of the priorities for Government is improving the quality of Management Information.  They had distributed ‘Process Control Objectives’ that set out for the first time guidance on standards by which common government processes should be operated.  
14.2. Action 7: Louise Grainger-Hulme to undertake a review of the different elements of ‘Process Control Objectives’ and build into the work with Deloitte in producing the assurance framework.
14.3. Members noted the appointment of Philip Mabe as the interim Finance and Commercial Director, due to start on 17 June 2013. Applicants for the permanent position are due to be interviewed on 4 July 2013. The Chair of the Audit Committee will support the COO and HMCI with this key appointment.
14.4. The next Audit Committee meeting will take place at 10.00 on Thursday 5 September 2013.

Please recycle this paper responsibly when you have finished with it
Page 1 of 7
PROTECT – MANAGEMENT


