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Audit Committee Update

	Summary

This paper covers the minutes of the Audit Committee meeting on 13 September 2012.





	Recommendations

Ofsted Board members are invited to receive the minutes of the 13 September 2012 meeting.




Audit Committee
13 September 2012
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 
Sir Michael Wilshaw	HMCI and Accounting Officer
Darryl Nunn	Director, Finance & Resources
Derek Holt	Head of Information Governance (Item 12 only)
Michael Gilbert	Financial Accountant
Adam Stock	Internal Audit (Deloitte)
Morag Childs	Internal Audit (Deloitte)
Jacqui Smillie	External Audit (National Audit Office)
David Hughes	External Audit (National Audit Office)
Ian Dickerson	Head of Audit and Risk
Saba Pooni	Assistant Planning Manager (Secretariat)
Apologies for absence
Lorraine Langham	Director, Performance and Operations
Barny Todd	Divisional Manager, Finance
Summary of Action Points
Minutes and matters arising
The Director for Social Care to attend the next Audit Committee meeting to discuss progress against his Spending Review plans.
Internal Audit
Adam Stock to ensure a short explanation is included for all deferred audits.
Annual Report of the Audit Committee
The Annual Report to be updated in terms of more context of looking ahead relating to HMCI’s reforms and address the Executive’s review of the new Strategic Risks.  The final report to be circulated to the Ofsted Board.
Audit Committee Governance Framework
The Committee to have a fundamental review of their terms of reference at a future meeting.
Spending Review update
Darryl Nunn to include Change Programme plan in the agenda for the Board Development Session on the spending review in October, and ensure papers are circulated to members in good time ahead of the session.
John Roberts to speak with Sally Morgan to send a thank you letter to the Secretary of State for Education in terms of securing funding for HMCI’s reform programme.
Contract Monitoring and Activity Report
Members asked for Sue Gregory to circulate an update in October (at mid-year) on the performance progress for the EY Inspection Service Provider who is currently performing as unsatisfactory. 
Any other business
The forward agenda to be included with all future meeting papers.
Chairman’s introduction, declarations of interest and minutes and matters arising
John Roberts opened the meeting and apologies were noted from Lorraine Langham and Barny Todd. Members welcomed Michael Gilbert, who accompanied Darryl Nunn, and Jacqui Smillie, National Audit Office, who has replaced Sid Sidhu.
Members accepted the minutes as an accurate record of the Audit Committee meeting on 8 June 2012.
Members reviewed the Action Log: Darryl Nunn updated the Committee on the action to review the format of the monthly performance report, noting that the standing agenda item was not on the agenda for today’s meeting, explaining that a shorter report has been developed and is due to be presented to the Ofsted Board in September. Members noted the new format will be on the agenda at the next meeting and will remain a standing item at future meetings.
On the action to invite individual directors to future meetings to discuss progress against their Spending Review plans, members asked the director responsible for Social Care to attend the next meeting in November.
The Director for Social Care to attend the next Audit Committee meeting to discuss progress against his Spending Review plans.
External Audit update
Jacqui Smillie provided a verbal update explaining the latest position for developing the Annual Planning Report which is due to the Committee in November, it reports on audit risks and the proposed work plan for the 2012-13 accounts. A number of planning meetings have been setup to ensure delivery of this work.
There have also been some discussions on contracting out the audit to PKF. Jacqui Smillie stated that arrangements for working with PKF for the 2012-13 audit would be the same as for the 2011-12 audit.
Internal Audit Update
Adam Stock provided an update on the progress against the internal audit plan for 2012-13. Members noted the Compliance, Investigation and Enforcement (CIE) actions for Early Years and Social Care audit had been deferred and the proposed alternative was for CIE – Complaint Risk Assessment Methodology for Early Years and Social Care. Members asked for the progress report to contain a short explanation of the reasons for any deferred audits.
Adam Stock to ensure a short explanation is included for all deferred audits.
Members noted that draft reports had been issued for the following audits: Risk Management; Official Statistics; Working Time Regulations (Phase 2) and Spending Review. It was noted the Follow up audit of high and medium actions was planned for March 2013.
Members noted that approximately 25 per cent of the audit plan for 2012-13 had been completed with the next quarter being the most challenging. Adam Stock stated that the delivery of the audit plan is in line with expectations.
Issued Internal Audit Reports
Members noted the findings from the published audit of the Unit Cost Pricing Model. As a result of the work performed it identified two low-priority recommendations. Members noted a good report giving substantial assurance with a more streamlined and simple pricing model in place, compared to previous years.
Members discussed the findings from phase one of the published audit of IT Supplier Management. The purpose of this audit was to ensure that management have adequate and effective procedures relating to the implementation of the new ICT supplier contract. As a result of the work performed the audit identified a number of risks that will be considered as part of phase two. Members noted a good report giving substantial assurance.
Progress against Audit Recommendations Report
Members noted the progress made up to August 2012 in addressing audit findings. In terms of the two red recommendations, Darryl Nunn explained that delivery of the risk management workshops had commenced and in due course this will be shown as completed. The second red recommendation relates to the reconciliation of customer telephone payments which have been delayed due to technical issues with Streamline, alternative solutions are being reviewed.
Members noted an encouraging report and that good progress had been made.
Annual Report of the Audit Committee
John Roberts introduced the Annual Report of the Audit Committee: members noted ideally this report would  be submitted to the Ofsted Board at the time of the draft Annual Report and Accounts and Deloitte’s Annual Report and Opinion, in May .The following points were made in discussion:
The report to be revised to provide more context around looking ahead in terms of HMCI’s reforms and the risk management section to include the work of the Executive’s review of the Strategic Risks;
John Roberts to advise the Board at their meeting on 18 September that the Annual Report will be circulated to them; and
In 2012-13, the Annual Report will be presented to the Committee at the same time as the draft Annual Report and Accounts and members will be given the opportunity to provide their input to the draft Annual Report.
The Annual Report to be updated in terms of more context of looking ahead relating to HMCI’s reforms and address the Executive’s review of the new Strategic Risks. The final report to be circulated to the Ofsted Board.
Audit Committee Governance Framework
Members reviewed the amendments to the Committee’s terms of reference that mainly focussed on correcting errors, omissions and duplications.
In terms of publishing the Committee’s agenda and papers, it was agreed that only minutes are to be published on Ofsted website in line with other government departments.
Members endorsed the terms of reference subject to some minor amendments.
Action: The Committee to have a fundamental review of their terms of reference at a future meeting.
Spending Review update
Darryl Nunn provided a verbal update explaining that work on updating the high-level Spending Review plan is continuing. This included incorporating the potential effects from latest estimates for costs relating to HMCI’s inspection reforms. Darryl explained that a further, detailed discussion is planned at a Development Session for the Board on the 18 October.
Work on evaluating the potential costs associated with HMCI’s reforms is progressing, along with full assessment of the impact on Ofsted’s funding requirement over the CSR period. Ofsted remains in discussions with the DfE on the management of additional funding for HMCI’s Reforms agreed with the Secretary of State.
In terms of funding for HMCI’s reforms, members noted that Darryl Nunn had met with the Finance Director of the Department for Education and they are in the process of securing funding for future years. Members noted a thank you letter to be sent to the Secretary of State for Education by the Chair of the Ofsted Board.
Darryl Nunn to include Change Programme plan in the agenda for the Board Development Session on the spending review in October, and ensure papers are circulated to members in good time ahead of the session.
John Roberts to speak with Sally Morgan to send a thank you letter to the Secretary of State for Education in terms of securing funding for HMCI’s reform programme.
Finance Report
Members noted the financial position at the end of July 2012 and its forecast for the remainder of the financial year.
Darryl Nunn explained that ISP contract negotiations have concluded with successful delivery of commercial and volume savings.
Strategic Risks
Darryl Nunn reported that since the last Committee meeting, the draft risk register has been updated to include additional columns to show the Executive risk owner, the current rating and a comments column for the Executive risk owner to complete with latest relevant update. The Executive risk owner will update the response plans ahead of a quarterly review by the Operations Executive Board.
The strategic risks will be reviewed by the Ofsted Board as part of their forthcoming review of the strategic plan and priorities.
Members noted the strategic risk report was work in progress and over the coming months, they will be refined to ensure we have a robust set of risks. Members asked for risk descriptions to be firmer and the response plans to be practical actions rather than strategic narrative.
Contract Monitoring and Activity Report
The Committee noted an update on Ofsted’s contracting activity for the period of 1 April 2012 to 30 June March 2012, focussing on contracts of major concern to the organisation. It was noted that no major contracts were awarded and there were no single tender action requests.
Members noted that an EY Inspection Service Provider’s performance was rated as unsatisfactory. The concern being the timeliness of the submission of inspection toolkits.
Members asked for Sue Gregory to circulate an update in October (at mid-year) on the performance progress for the EY Inspection Service Provider who is currently performing as unsatisfactory.  
Members noted that a broadband solution has been reached with Logica and roll out of broadband to staff will occur between November 2012 and January 2013.
Information Risk Policy
The Committee endorsed the Information Risk policy that had been approved by the Operations Executive Board. Members noted work is in progress to embed the risk policy within Ofsted using best practice and guidance.
Evaluation of Serious Case Reviews
The Committee noted the final update provided by the Serious Case Review Team on the progress of evaluating of serious case reviews.
Any other business
Members asked for the Committee’s forward agenda to be included in the packs for future meetings.
The forward agenda to be included with all future meeting papers.
The next Audit Committee meeting will take place at 14.00 on Thursday 29 November 2012.
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