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 Audit Committee

13 March 2014
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 

Nick Jackson
Director, Corporate Services & Commercial


Louise Grainger-Hulme
Divisional Manager, Finance 
Morag Childs
Internal Audit (Deloitte)
Martin Lewis
Internal Audit (Deloitte)

Jacqui Smillie
External Audit (National Audit Office)

Lewis Knights
External Audit (National Audit Office)

Neil Greenwood
Deputy Director, Strategy, Policy and Performance 
Peter Duffy
Deputy Director, Operations (item 7 only)
Saba Pooni
Audit & Governance Manager (Secretariat)

Summary of Action Points
Action log
1. Saba Pooni to email copy of the policies relating to complaints about Ofsted and complaints about schools to members. 
Report from the Chair and members
2. Saba Pooni to email HM Treasury's presentation slides and notes to Head of Information and ask her to attend the next meeting to provide an update on information assurance in relation to the topics discussed.
3. Saba Pooni to add review of whistleblowing policy to the Committee's forward look.

Draft Annual report of the Audit Committee
4. Members are appointed by the Board for a term of two years, with the option of reappointment for a further two year period. Nick Jackson to ensure reappointment letters are provided to members every two years.
Issued Internal Audit reports
5. Internal audit reports to have names of responsible person rather than team name in the last column.
6. Nick Jackson to ensure that, where appropriate, management provide an update on significant changes made since the publication of the internal audit report and consideration by the Audit Committee. 
7. The Committee asked Nick Jackson to make sure that the Operations Executive Board (OEB) are made aware of the level of IT Disaster Recovery testing carried out annually; also, that a full data centre failover test is not performed (due to the disruption such a test would cause) and that OEB confirms it is comfortable that there will be up to a five working day recovery period following an outage that affects all live services.
Contracts Monitoring report
8. Nick Jackson to confirm authorisation sign off levels for single tender actions, to be circulated to members with the minutes.
9. Nick Jackson to review issues raised with Midland Software.
1.1. Chairman’s introduction, declarations of interest and minutes and matters arising

1.1. John Roberts opened the meeting and members welcomed Lewis Knights, Audit Manager from the National Audit Office (NAO). Apologies were noted from Sir Michael Wilshaw.
1.2. There were no declarations of interest.  
1.3. Members accepted the minutes as an accurate record of the previous Audit Committee meeting held on 26 November 2013.  
1.4. In reviewing the action log, it was noted that AC076 complaints handling had been concluded. Action 1: Saba Pooni to email copy of the policies relating to complaints about Ofsted and complaints about schools to members.
2.1. Report from Chair and Members
2.1. Linda Farrant provided an update on her visit to HM Treasury's Audit Committee Event which took place on 31 January 2014, this had been a very informative and useful event.  She highlighted the main headlines from the day and was pleased to report that Ofsted's Audit Committee was doing very well in discharging its responsibilities.  She emphasised the focus of the day was the need to have a relentless and remorseless focus on management accounts, value for money and productivity improvements. Members discussed three themes emerging from the event; information assurance, whistleblowing and the quality of Internal Audit. 
2.2. Members noted points raised around information assurance and cyber security and recognised the importance of exposure and risks to such events. The Committee noted the awareness review undertaken by Internal Audit as part of the recent audit on Government security classification policy change, the findings of which will be reported at the next meeting.  To understand the current position and what our vulnerabilities are, members invited the Head of Information to attend the next meeting to discuss the topics raised in more detail. Action 2: Saba Pooni to email HM Treasury's presentation slides and notes to Head of Information and ask her to attend the next meeting to provide an update on information assurance in relation to the topics discussed.
2.3. Members briefly discussed whistleblowing and asked to look at the policy in place at a future meeting including the guidance the NAO have published on how to assess the policy against best practice.  Action 3: Saba Pooni to add review of whistleblowing policy to the Committee's forward look.
2.4. Members noted as part of the recent internal audit tender exercise, quality control measures were assessed for effectiveness.  Morag Childs explained that there is a requirement set out in the Institute of Internal Audit standards and the Public Sector Internal Audit Standards that every five years an independent review of internal audit is carried out.

3.1. Audit Committee Self-assessment of its effectiveness 
3.1. Members noted the findings from the NAO's workshop in early 2013 and updated guidance from HM Treasury's Committee handbook.  The Chair explained that he had regular bilateral discussions with HMCI and the Director of Corporate Services and Commercial.  In terms of meetings with the head of internal audit and the external auditors, although the meetings were not formal they agreed to meet on an as and when basis.
4.1. Draft Annual Report of the Audit Committee
4.1. Members noted the draft annual report of the Committee and subject to minor amendments as described below, to be presented to Ofsted Board in June, for information.
· amend last sentence in paragraph 6.1 on internal audit for completeness;
· terms of reference paragraph 2 - add non-executive members; and
· terms of reference paragraph 3 - formally reappoint members every two years Action 4: Members are appointed by the Board for a term of two years, with the option of reappointment for a further two year period. Nick Jackson to ensure reappointment letters are provided to members every two years.
5.1. External Audit update
5.1. Jacqui Smillie introduced Lewis Knights who is replacing David Hughes whilst he is on secondment. She explained that the interim audit had been completed without any significant issues.
5.2. She broadly outlined the value for money study being carried out across the education sector looking at how they intervene on the performance of schools with intervention and support regimes in place and how they work in practice.  Nick Jackson is working closely with the NAO in terms of arrangements and clearance of the report.  Members noted the publication of the report will be in September 2014 and any key messages emerging from the study will be shared with the Committee in due course.
6.1. Internal Audit update
6.1. Morag Childs reported that since the last Committee meeting, they have issued the following final reports:

· Regional Governance

· Business Continuity and Disaster Recovery Planning

· Compliance, Investigation and Enforcement Follow-up 
· HMCI Reform Operational Readiness (Phase 2) 
· Readiness for Her Majesty’s Government Security Classification Policy Change.

6.2. Members noted that since the last Audit Committee meeting, the following draft reports have been issued:

· Core Financial Controls 

· HMCI Reform Inspection Quality Assurance Process.

6.3. Since the last Audit Committee meeting they have commenced work on:

· Procure to Pay

· Inspection Service Provider (ISP) Contract Management 

· Budgeting and planning 
· Expenses
6.4. Members noted the emphasis to ensure draft reports are completed on time and management comments are received promptly. The follow up audit on medium and high recommendations will commence in late March.
7.1. Issued Internal Audit reports
7.1. Morag Childs reported that Internal Audit had completed and issued the regional governance audit which provided substantial assurance and as a result made two low priority findings. Action 5: Internal audit reports to have names of responsible person rather than team name in the last column.
7.2. Members noted the follow up audit for compliance, investigation and enforcement (CIE). This audit considered the implementation status of the agreed management actions in the CIE report. The scope of this audit was limited to understanding the implementation status of the actions considered critical or high priority in the original report.  
7.3. The audit report, which was received on 16 February 2014, was accepted by Ofsted management as a reflection of the position at the time it was undertaken. However, it was noted that the status of many of the actions had changed since the audit and the majority of them had been completed with the transition to the regional structure on 31 January 2014. 
7.4. A lessons learned review is currently underway which will produce recommendations relating to the delivery of the action plan. This will be followed up by a six month evaluation which will concentrate on measuring the impact of the changes to policy and process have had on inspection and regulation activities on the ground. 

7.5. A further audit of the delivery of the action plan has been added to the audit plan for October 2014. The audit will comment on the delivery of longer term actions from the plan.

7.6. Members noted an update on actions taken since the audit and management have made good progress. Members asked that in future, any audits that have had significant changes since the publication that management provide a short update to reflect the most up to date position. Action 6: Nick Jackson to ensure any audits that have had significant changes since the publication, that management provide a short update to reflect the most up to date position
7.7. Peter Duffy reported that his responsibilities included the new Application, Regulatory and Contact centre (ARC), which brought together the functions of the National Business Unit (NBU), Compliance, Investigation and Enforcement (CIE) administration and Complaints about Schools teams, will become part of his Operations group. He explained that in his new role there are two post CIE project health checks planned for June and November to ensure implementation of outstanding recommendations are completed on time and reporting of these in an effective manner. 
7.8. Members noted the final report for business continuity and IT disaster recovery planning which provides substantial assurance and as a result of the work performed internal audit raised two medium and two low priority findings.  Members recognised that during the period of the audit, Ofsted was undergoing two major organisational changes.  
10. Members noted that the current business approach is that we are unable to fully test and perform a disaster recovery of all systems as outage of live services will be about one week.  Action 7: The Committee asked Nick Jackson to make sure that the Operations Executive Board (OEB) are made aware of the level of IT Disaster Recovery testing carried out annually; also, that a full data centre failover test is not performed (due to the disruption such a test would cause) and that OEB confirms it is comfortable that there will be up to a five working day recovery period following an outage that affects all live services.
7.9. Members noted that should Aspects which is the public facing call centre system fail it can be replaced with Lync our existing telephony system, however it does not have any of the sophisticated call centre management capability but will still take telephone calls.
8.1. Draft Annual Internal Audit Plan for 2014-15
8.1. Members noted the draft annual internal audit plan for 2014-15 has been signed off by the OEB and in preparing the plan Deloitte considered various sources of information including meetings with OEB and Audit Committee members. They considered the results of internal audit work performed during 2013-14 and the strategic risk register.
8.2. In discussion the following points were noted:
· Ref 1: Future of inspection and future operating model programme - members noted that the Inspection Service Provider (ISP) contracts will be covered under this scope.
· Ref 2: Management information - the scope to include the cost effectiveness and consistency of management information across all regions.
· Ref 3: National and corporate budget management process - the scope to be more specific in terms of accuracy of budgeting versus outturn and include forecasting.
9.1. Progress against Audit Recommendations Report 
9.1. Members noted the progress made up to 31 January 2014 in addressing audit findings.  It was noted that one action to address audit findings had been completed and three had passed their original completion date; this was relating to the data management audit where user acceptance testing users were not appropriately identified, health and safety reports from ISPs and strategic objectives which will be completed in line with publishing the strategic plan in April 2014.
10.1. 2014-15 Budget and Finance report
10.1. Nick Jackson reported the setting of the balanced budget was based upon receipt of additional funding from the Department of Education (DfE) to support HMCI's reform activities.  The OEB have formally approved the budget for 2014-15 on the assumption that additional funding from the DfE will be received.
10.2. Members noted the Chief Operating Officer directorate savings and that key messages will be communicated effectively to the organisation. 

10.3. Members noted the 2014-15 budget and Finance report for January 2014.

11.1. Contracts Monitoring and Activity Report
11.1
Nick Jackson reported that seven contracts were awarded in the period up to 31 
December 2013 and four single tender actions requests have been recorded.  
Members requested to understand the authorisation sign off levels of single tender 
actions. Action 8: Nick Jackson to confirm authorisation sign off levels for 
single tender actions, to be circulated to members with the minutes.
11.2
Members noted issues raised with Midland Software and asked management to 
review any actions outstanding especially in light of renewing their contract.     
Action 9: Nick Jackson to review issues raised with Midland Software 
before the contract is renewed.
12.1. Strategic Risk report
12.1. Members noted the strategic risk register for the end of January 2014 and Nick Jackson provided an overview of the latest position explaining that he is planning to put in place a medium term financial plan to help deliver cost reductions.  Safeguarding training had been rolled out to Ofsted inspectors and ISPs inspectors too. Members noted the risk relating to the social and political context is likely to change increasingly as the next general election approaches. 
13.1. Operational Performance report
13.1. The Committee noted the operational performance report at the end of January 2014 and discussed the current status for each of the remits.
14.1. Any other business
14.1. The next Audit Committee meeting will take place at 10.30 on Thursday 1 May 2014.
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