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[bookmark: _GoBack]Audit & Risk Assurance Committee
12 March 2015
Aviation House, Room 802
Minutes
Present
John Roberts CBE – Chairman	Ofsted Board Member
Linda Farrant	Ofsted Board Member
Nick Jackson	Director, Corporate Services	
Louise Grainger	Divisional Manager, Finance 
Jacqui Smillie	External Audit (National Audit Office, NAO)
Mike Surman	External Audit (National Audit Office, NAO)
Morag Childs	Internal Audit (Deloitte)
Martin Lewis	Internal Audit (Deloitte)
Saba Pooni	Audit & Governance Manager (Secretariat)
Summary of Action Points
Draft Internal Audit Plan 2015-16
John Roberts and Nick Jackson to discuss whether the quality audit is to be subsumed within a comprehensive internal audit or post-implementation of FOM as a whole.
2015-16 Budget and Finance Report
Louise Grainger to include a table is included in the Finance report which sets out the monthly forecast, profile and outturn.  
Chairman’s introduction, declarations of interest and minutes and matters 	arising
John Roberts opened the meeting and welcomed members and Mike Surman the NAO's Audit Manager to his first meeting. Apologies were noted from Sir Michael Wilshaw, HMCI, and Liz Fox, Audit Manager, NAO.
Members noted that Ofsted will shortly announce the appointment of at least two new non-executive Board members.  
The Ofsted Chair is proposing to establish a separate Risk Committee; there will be a clear distinction of purpose between the Audit and Risk Assurance Committee whose role is to provide assurance on process and governance.  The Risk Committee which will advise both HMCI, as Accounting Officer, and the Ofsted Board on the effectiveness with which Ofsted is managing its strategic risks and issues. It is proposed that the Chair for each Committee is different.  Jacqui Smillie explained that they have other clients who have adopted this style of Committee and noted to feedback how they are working at a future meeting.
There were no declarations of interest.  
Members noted the action log and accepted the minutes as an accurate record of the Audit Committee meeting held on 25 November 2014.
Report from Chair and Members
Linda Farrant reported her attendance at HM Treasury's Audit and Risk Committee event in December and has briefed the Chair on its content.
Audit & Risk Assurance Committee Self-Assessment of its effectiveness
Members agreed to have a full self-assessment in 12 months' time when the Committee has a set of new members and a new Chair.  In the discussion that followed, members noted two areas for review, these are:
· To consider a 'deep dive' on assurances linked to strategic risks; and
· Ensure all new Committee members are provided with induction (supported by the NAO and Deloitte) and any other relevant training.
Draft Annual Report of the Audit and Risk Assurance Committee
Members noted the draft annual report of the Committee and subject to minor addition to the introduction as described below, to be presented to Ofsted Board in June, for information.
· Members asked for a paragraph to be added to the introduction which says 'In the last quarter of the year, the Committee has been running with the Chair and one non-executive board member only, if this continues then the Ofsted Board will need to review the membership of the Committee's terms of reference'.
Draft Internal Audit Plan 2015-16
Members noted the draft annual internal audit plan for 2015-16 and considered the proposed changes arising from the Operations Executive Board review of the draft plan.  Members agreed the following:
· Payroll to move to June 2015 as Ofsted will be implementing the new Alpha pension arrangements in April.
Members noted that the Board will agree at its meeting in April whether the Quality audit is to be subsumed within a proposed comprehensive internal audit or post-implementation review of FOM as a whole.  Action 1: John Roberts and Nick Jackson to discuss whether the quality audit is to be subsumed within a comprehensive internal audit or post-implementation of FOM as a whole.
2015-16 Budget and Finance Report
Members noted the Ofsted total funding envelope for 2015-16. The draft resource budget results in a funding gap which Finance confirmed is manageable in year.  The forecast position will be reviewed at the end of the first quarter of 2015-16 and corrective action taken if required.  Members agreed the outcome of the 2015-16 budget process to be communicated carefully and clearly to budget holders and across Ofsted.
Members noted the Finance report for January 2015.  Members asked for additional information to be included in the Finance report to provide assurance that the forecast and actual outturn was in line with the profiled budget for the period. Action 2: Louise Grainger to include a table in the Finance report which sets out the monthly forecast, profile and outturn.  
External Audit update
Members noted the NAO's interim audit visit took place in February 2015 and they were presented with a good quality set of interim financial statements and that the audit progressed ahead of schedule.  The NAO did not identify any misstatements in the interim accounts and reported two minor issues.
· The NAO provided assurance that processes has been established to strengthen controls in respect of senior recruitment but confirmed they were unable to test whether the control was working effectively as no senior recruitment has recently taken place.
· A number of instances where there was no evidence that journals had been independently reviewed before being posted to the financial ledger were identified given the nature of the risk The Audit and Risk Committee were prepared and accepted Management assurances that sufficient detective controls were now in place.
Members noted the following recently published value for money studies:
· 16 to 18 year old participation in education and training;
· Academies and maintained schools: oversight and intervention;
· Children in care; and
· Inspection: A comparative study
The current value for money studies are:
· Funding for disadvantaged pupils; and
· Care leavers
The potential future work (2015-16) include:
· Teacher training; and
· Early years
Internal Audit update 
Morag Childs summarised the progress in delivering the 2014-15 internal audit plan.  Since the last Audit and Risk Assurance Committee meeting in November 2014, Deloitte have issued five final reports.
Issued Internal Audit reports
Martin Lewis reported that internal audit had completed and issued final reports for the following audits as part of the 2014-15 Internal Audit plan:
· National and Corporate Budget Management process - this audit was provided with substantial assurance. As a result of this audit one medium and two low priority recommendations were made to improve processes and to strengthen the control environment; 
· New data centre implementation project - Deloitte have not raised any recommendations as a result of this work, however it should be noted that the successful transition of the project into BAU will be dependent on the completion of actions remaining at the close of audit fieldwork. As such this work has been given an overall substantial assurance rating;
· Compliance, investigation and enforcement (CIE) follow up - This audit considered the implementation status of 44 critical and high rated management actions outstanding following the CIE follow-up audit undertaken in 2013/14.  Deloitte have identified four agreed actions classified as ‘implemented’ where they consider them to be ‘not implemented’. These four items have been discussed and further actions required are agreed where appropriate;
· Expenses follow up - The objective of this audit was to provide an independent and objective assessment of the implementation status of the agreed management actions from the 2013-14 Audit of Expenses.  The follow up work undertaken established that three out of the eight agreed management actions had been fully implemented and five agreed management actions were classed as in progress; and
· Follow up of HMCI reform inspection quality assurance management actions - the work undertaken established that the 11 agreed management actions in the 2013-14 quality assurance internal audit report had been implemented.
Progress against Audit Recommendations Report
Members noted the progress made up to January 2015 in addressing audit findings and noted seven recommendations that had passed their original completion dates.  
Quarterly Contract Monitoring report
The Committee noted an update on Ofsted’s contracting activity during the period 1 October 2014 to 31 December 2014, focussing on contracts of major concern to the organisation for its operation and delivery.
Members noted the one instance of single tender action in the reporting period.   
Members noted the on-going unsatisfactory performance of the HR software supplier and discussed alternatives for dealing with their performance.
Strategic Risk Report
Members noted the quarterly strategic risk summary report and Matthew Coffey thanked members for their contribution to challenging the strategic risks of the organisation and helping shape its contents. In addition to Deloitte's internal review, Ofsted have a supplementary internal assurance review programme which identified the risk processes internally and helped to recognise how we communicate risks effectively and how accessible risks are.  The Executive Board have agreed a much greater prominence of risks by sharing these on the front page of the intranet.
Members were pleased with the progress made in developing and updating the strategic risk register and suggested that the dashboard includes a heat map which shows a red, amber and green (RAG) rating to get a better feeling of where we are in the organisation.
Jacqui Smillie explained that it would be useful to include a section on the dashboard on 'near misses' or 'things that went wrong', this will give assurance to the Committee that issues are being identified and addressed appropriately. 
Operational Performance Report
Members noted the operational performance report for quarter three, October - December 2014 and noted the dashboards for national and regional performance.
Members discussed the quality assurance and noted the proportion of reports that did not meet requirements.  Members emphasised that as part of finalising the Future Operating Model, to ensure quality standards are defined and communicated clearly.
Any other business
The next Audit Committee meeting will take place at 10.30 on Wednesday 6 May 2015, in Aviation House room 802.
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