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Audit Committee Update

Summary

This paper covers the minutes of the Audit Committee of 22 March 2011 and the draft minutes of 28 April 2011.

Recommendations

The Board is invited to receive these minutes of the Audit Committee.
Ofsted Audit Committee 

22 March 2011

Aviation House, Room 603

Minutes

Present 

Chris Trinick - Chairman

Ofsted Board Member

John Roberts 


Ofsted Board Member
Vijay Sodiwala


Ofsted Board Member

Museji Takolia


Ofsted Board Member
Richard Harbord 


Independent Committee Member 

In attendance

Christine Gilbert


HMCI and Accounting Officer

Darryl Nunn



Director, Finance & Resources

Sue Gregory



National Director, Delivery

Barny Todd



Divisional Manager, Finance

Adam Stock
 


Internal Audit (Deloitte)

Paul Oliffe



External Audit (National Audit Office)

Ian Dickerson


Head of Audit and Risk 

Kirsten Hubble 


Corporate Governance Manager
Peter Duffy



Divisional Manager, Information Services (for item 9)

Apologies



David Noon, Internal Audit (Deloitte)





Sid Sidhu, External Audit (National Audit Office) 
Summary of Action Points

	Chairman’s introduction, declarations of interest and minutes and matters arising
	Ian Dickerson to circulate the Audit Committee self-assessment to the Committee for comment.



	2011-12 Internal Audit Plan
	Darryl Nunn to ensure that item 9, Procurement and Contract Management, be split into an earlier review on process and policy with the November 2011 review focussing on wider business engagement.


	Strategic Risks
	Vijay Sodiwala to speak to Lorraine Langham about the website project.


	Any Other Business
	Ian Dickerson to include reviewing the accounts on the agenda for 28 April and include a fold-out agenda in this and future meeting packs.

All members and attendees to check diaries and advise if they cannot make any proposed future meeting dates 


Chairman’s introduction, declarations of interest and minutes and matters arising

1.1 Chris Trinick opened the meeting and welcomed Kirsten Hubble who was attending her first Audit Committee meeting.  Apologies were recorded from David Noon and Sid Sidhu.
1.2 There were no declarations of interest.
1.3 The Committee accepted the minutes as an accurate record of the Audit Committee meeting on 25 January 2011.

1.4 The Audit Committee noted the action log. 
1.5 Audit Committee noted the update note on the announcement of a profits warning by Tribal, one of the ISPs. 

1.6 Ian Dickerson was asked to circulate the Audit Committee self-assessment to the Committee for comment.

Action: Ian Dickerson to circulate the Audit Committee self-assessment to the Committee for comment.

2.  
External Audit Update
2.1 Paul Oliffe reported that the NAO completed their audit of Ofsted’s Interim Resource accounts on 9 March 2011. No significant or material misstatements had been identified and the review of key controls did not identify any significant control failures or weaknesses. NAO had recommended that Ofsted continue to review provisions to ensure that the assumptions remain complete and accurate and management had agreed this.

3.  
Internal Audit Update

3.1 Adam Stock reported that there had been 3 reports since the last Audit Committee meeting and that an update on Health and Safety would be brought to the next meeting. Items 16 and 17 - the CIPA Financial Management Model and Cabinet Office Directive on the Annual Return Review - were two items that had been included on the report at Ofsted’s request for tracking purposes.

3.2 The Audit Committee noted the report.

4.  
2011-12 Internal Audit Plan
4.1 Darryl Nunn introduced the report noting that it had been revised to take on board the key risks from the Strategic Risk Register. The Executive Board had seen and commented on the Plan twice in February 2011 and Deloitte had liaised with the NAO to ensure the NAO’s key requirements were met. 

4.2 Chris Trinick said that it had been identified at the end of Year 2 that some programmes were not as aligned as they could have been, but this had improved now. He suggested that sharing draft scopes could help prevent this.

4.3 The Audit Committee discussed the scope of various items on the Internal Audit Plan. Audit Committee agreed that the timing of item 9, Procurement and Contract Management, should be split into two stages.  It was agreed that the two stage approach should look first at progress against recommendations for core processes and policies, with the November review focussing on procurement and contract practice more widely. 

4.4 The Committee felt that the scope for item 10, Human Resource, was too broad and HMCI agreed that the scope would be clearly defined. 

4.5 Subject to these changes, the Audit Committee approved the Internal Audit Plan.

Action: Darryl Nunn to ensure that item 9, Procurement and Contract Management, be split into an earlier review on process and policy with the November 2011 review focussing on wider business engagement.
5.  
Issued Internal Audit Reports

5.1 Adam Stock reported that significant progress had been made on the three Internal Audit areas: Procurement and Contract Management, Travel and Subsistence and Information Risk Management. The Committee noted the two latter areas.

5.2 On the audit of Procurement and Contract Management, Darryl Nunn reported that the key findings were based on analysis of 2009/10 expenditure and the actions in the action plan had been based on 2010/11 expenditure to January 2011. The provision of internal support for the contracts management process needed to be strengthened as did capacity, capability, prioritisation and commercial expertise. 

5.3 HMCI welcomed that further audit work would follow on this later in the year as this would identify progress in this area. 

5.4 Audit Committee agreed that training and compliance were very important. The Committee were clear that they should have sight of all single tender procurement proposals.

6.  
Strategic Risks
6.1 Darryl Nunn introduced the risk report and said that further work was required to improve it and he was due to meet with Delivery colleagues to progress this. 

6.2 Vijay Sodiwala highlighted that there were two IT projects on the risk register and asked whether there were areas that needed to be addressed as an organisation to ensure such projects were implemented well. HMCI and Darryl Nunn explained that there were different reasons for delays or change to both projects and HMCI suggested that Lorraine Langham would be able to give further information on the website project for Vijay. 

Action: Vijay Sodiwala to speak to Lorraine Langham about the website project.
7.  
2011-12 Budget

7.1 Darryl Nunn reported that the paper was due to go to the Ofsted Board in March 2011 to endorse the 2011-12 budget, but this meeting had been postponed to April 2011. Darryl explained that the Executive Board had requested that the Audit Committee have chance to discuss the paper before it was then circulated in correspondence to the Board for endorsement.

7.2 Darryl reported that Ofsted’s budget baseline of £185m for 2010/11 would be £176m in 2011-12, reducing to £143m at the end of the spending review period in 2014/15.

7.3 Chris Trinick welcomed the paper, commenting that it was clear and John Roberts welcomed the addition of a vacancy factor. John asked Darryl to explain about the headcount figures when introducing this paper at the Ofsted Board.  Barny Todd explained that the staffing numbers had been calculated based on staff in post at 31 December 2010, subject to any uplift deemed necessary to fill essential vacancies.

7.4 Richard Harbord pointed out that it was important to have a 4-year medium term financial plan that set out how the reductions in spend would be achieved, but acknowledged that it was possible Ofsted could be asked to take on additional functions without any additional funding.

7.5 HMCI thanked Richard Harbord for providing his helpful input to the budget setting process for 2011-12.

8.
Operational Performance Reports  
8.1 Darryl presented the Performance Report for the period ending 31 January 2011, which the Audit Committee noted. 

8.2 Sue Gregory updated the Audit Committee on progress made on the two Early Years contracts since January 2011, explaining that both contractors were on track to meet targets by the end of March 2011. On the social care regulatory work, we would meet the children’s homes inspection targets.

8.3 Sue explained that the Grade 3 monitoring was below target due to the adverse weather conditions experienced at the end of last year as the Section 5 and Section 8 inspections had had to take priority because of statutory requirements.
Finance report for January 2011

8.4 The Audit Committee noted the finance report for the 10 months to 31st January 2011.

9. 
Intelligence and Information Strategy Programme (IIS) Benefits Enablement

9.1 The Audit Committee noted the report setting out progress against the quantifiable benefits identified in the benefits review. 

9.2 John Roberts welcomed the large return on what was a big programme of work and said he felt that cashable savings, increased productivity and avoidance of costs were all legitimate cost savings that should be clearly stated throughout.

9.3 Museji Takolia welcomed the Office Communication System and the cultural shift that this had brought about.

10.
Early Years Outsourcing: Lessons Learned
10.1 Darryl Nunn reported that much had been learned from the procurement stage of the Early Years outsourcing exercise, including the need for closer monitoring of the contract in the early stages.

10.2 The Audit Committee noted the report and Chris Trinick said it was important the lessons learned were applied to future exercises.

11.
Progress on Ofsted’s Evaluations of Serious Case Reviews
11.1 The Audit Committee discussed whether this item should continue to be on future AC meeting agendas and it was agreed that it should while Ofsted continued to have responsibility for evaluating Serious Case Reviews. 

11.2 The Committee noted the report.

12.
Any other business

12.1 It was agreed that the Audit Committee would review the accounts at their next meeting on the slightly earlier date of 28 April 2011.

12.2 The Committee requested a fold-out agenda in future meeting packs.

12.1 Ian Dickerson confirmed that a list of future meeting dates would be sent to members and attendees and Chris Trinick asked that everyone check diaries and respond as soon as possible if any dates did not suit.

Action: Ian Dickerson to include reviewing the accounts on the agenda for 28 April and include a fold-out agenda in this and future meeting packs.
Action: All members and attendees to check diaries and advise if they cannot make any proposed future meeting dates 

Ofsted Audit Committee 

28 April 2011

Aviation House, Room 603

Draft Minutes

Present 

Chris Trinick - Chairman

Ofsted Board Member

Vijay Sodiwala


Ofsted Board Member

Richard Harbord 


Independent Committee Member 

In attendance

Christine Gilbert


HMCI and Accounting Officer

Darryl Nunn



Director, Finance & Resources

Sue Gregory



National Director, Delivery

Barny Todd



Divisional Manager, Finance

Adam Stock
 


Internal Audit (Deloitte)

David Noon



Internal Audit (Deloitte)
Paul Oliffe



External Audit (National Audit Office)

Kirsten Hubble 


Corporate Governance Manager
Louise Grainger-Hulme

Principal Officer, Financial Controller
Apologies



John Roberts, Ofsted Board Member





Museji Takolia, Ofsted Board Member






Sid Sidhu, External Audit (National Audit Office) 





Ian Dickerson, Head of Audit and Risk 

Summary of Action Points

	Issued Internal Audit Reports
	Darryl Nunn to ensure that future Internal Audit recommendation follow up reports include management comments.
Darryl Nunn to look at the internal monitoring process for internal audit recommendation tracking. 

Adam Stock to cover update of internal audit findings in the regular liaison meeting with Ian Dickerson.

	Draft Pre-Audit 2010-2011 Annual Report and Accounts
	Adam Stock to send comments on the Statement of Internal Control, SIC, to Darryl Nunn.



	Any Other Business
	Darryl Nunn to review the spread of Audit Committee meetings and look into whether the meeting on 25 July could be brought forward into June, and possibly align with the approval of the audited Annual Report & Accounts.

 


Chairman’s introduction, declarations of interest and minutes and matters arising

1.7 Chris Trinick opened the meeting and noted that apologies were received from John Roberts, Museji Takolia, Sid Sidhu and Ian Dickerson.
1.8 There were no declarations of interest.
1.9 The Committee accepted the minutes as an accurate record of the Audit Committee meeting on 22 March 2011 subject to some clarification amendments.

1.10 The Audit Committee noted the action log. Vijay Sodiwala reported that there had been discussion about the website project at the Project Board meeting on 5 April 2011 and so his action to meet with Lorraine Langham could be recorded as complete.
2.  
Internal Audit Update

2.1 David Noon reported that there had been much improvement in progress in the turnaround of reports since the introduction of the colour-coding of response times. Additional testing was in progress on the Health and Safety report and this report would be circulated to Audit Committee in correspondence in due course.

2.2 The Audit Committee noted the progress made since delivering the 2010-11 Audit Plan. Chris Trinick highlighted the importance of not keeping information longer than required by the retention policy as a consequence of audit. 

3.  
Issued Internal Audit Reports
4.6 Darryl Nunn reported that there were a number of high and medium priority actions shown as not completed in the Internal Audit Report when they had been marked complete on the internal register. It was agreed that in future the Internal Audit Report would include management comments for clarity. 

4.7 The Committee agreed that Darryl should look at the internal monitoring process with a view to making improvements. Also, Adam Stock agreed to cover this in his regular liaison meeting with Ian Dickerson.

Action: Darryl Nunn to ensure that future Internal Audit recommendation follow up reports include management comments.
Action: Darryl Nunn to look at the internal monitoring process for internal audit recommendation tracking. 

Action: Adam Stock to cover update of internal audit findings in the regular liaison meeting with Ian Dickerson.
4.  
Draft Annual Internal Audit Report

4.1 David Noon reported that the Annual Internal Audit report demonstrated that 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. There had been significant management effort to improve core financial controls and travel and subsistence which were both now at the substantial assurance level and management should be congratulated for turning this around. Chris Trinick gave his thanks to Deloitte for their support and guidance on this work.

4.2 The Audit Committee noted the report and that all internal audit reports for 2010-11 were at substantial or full assurance level except for procurement and contract management which was partial.

5.  
Annual Assurance Reports
5.1 Darryl Nunn reported that each year, HMCI as Accounting Officer, is required to make certain assurances that are published in the Annual Reports and Accounts and there are three major forms of assurance:- the Annual Report of the Internal Audit Service, Annual Assurance Statements and Security Risk Management Overview. 

5.2 Audit Committee noted the assurance provided by the three reports.

6.
Draft, Pre-Audit 2010-11 Annual Report and Accounts
6.1 Darryl Nunn reported that this was the first year that the accounts and annual report had been combined, following guidance from HM Treasury. Audit Committee was invited to review and comment on the report prior to releasing it to NAO for further work and then circulation to the Ofsted Board, HM Treasury and the Department for Education. Darryl also reported that Ofsted had met all the financial targets set by HM Treasury.

6.2 The Audit Committee discussed the Annual Report and Accounts and the specific and general comments are as follows:

· The summary is punchy and straightforward and it was felt that this should be carried through the main report.

· Consideration should be given as to whether there is an Executive Summary from HMCI and the Chair.

· Page 3 – ‘We are helping providers with their improvement strategies still further’ should be reviewed as it was not clear that Ofsted did this.

· Page 4 – consideration should be given to whether information about HMCI’s departure should be brought to the front of the document. Information on the Education Select Committee’s review into the role and performance of Ofsted should be included.

· Page 11 – approximate, not exact figures, should be used in this document. The figures used on pages 4, 11 and throughout the document and in the Annual Report should be checked for consistency.

· Page 17 – both percentages used in the table should be reconsidered as they were unclear. 

· Page 23 – ‘over half a million’ or ‘about 600’ thousand should be used instead of ‘570,000’. 

· Page 26 – the paragraph beginning ‘The survey shows that Ofsted staff are…’ should be revised to give more impact.

· Page 27 – it was felt that more detail on home-working, including the numbers of homeworkers, and the complexity of the organisation should be brought out earlier in the document, not just in the Estates Strategy.

· Page 29 – delete ‘59.6% of the Ofsted workforce were female’.

· Page 29 - the text under Recruitment Practice should highlight the difficulties of not being able to recruit the right people.

· Page 30 – the paragraphs on sickness absence should be revised, drawing out the figures on long term sickness and other days lost to sickness. The public sector average days lost to sickness could be included.

· Page 36 – the first sentence of the Non-Executive Remuneration paragraph should include that ‘Zenna Atkins received a salary of x amount up to her departure on x after which John Roberts became Interim Chair and received a salary of x until x.’

· Page 39 – check whether the standard wording on pensions is required under the guidance. If it is possible to reference it, putting this information elsewhere, then this should be done. 

· Page 42 – delete ‘political’ from the paragraphs on Risks and Uncertainties.

· Page 51 – it was felt that the issues listed under Significant Control Issues were not significant control issues as they were risks that had been managed well. This heading should be deleted and instead headings used for each item such as ‘Procurement and Contract Management’. These paragraphs should list the actions that were taken to mitigate each risk. A significant risk that was managed, and should be added, was the impact on the social care inspection programme due to late appointment of staff. 

6.3 Adam Stock agreed to send comments on the Statement of Internal Control, SIC, to Darryl Nunn. 

6.4 The Audit Committee agreed that once the Annual Report and Accounts were amended and fully populated, they could be released to the NAO. They would also be sent to the remaining members of the Ofsted Board in correspondence for comment. The final version post audit would then be circulated to the Board and recommended for adoption. 

Action: Adam Stock to send comments on the Statement of Internal Control, SIC, to Darryl Nunn.

7.
Contract Activity and Monitoring Report

7.1 Darryl Nunn indicated that this quarterly report provided an update on Ofsted’s contracting activity during the period 1 December 2010 to 31 March 2011. He reported that there had been one new contract awarded in the period covered that exceeded the EU threshold, contrary to paragraph 9 of the covering paper which reported there had been none.

7.2 The Audit Committee noted the paper which confirmed an overall satisfactory position on contracting activity.

8.
Progress on Ofsted’s Evaluations of Serious Case Reviews
8.1 The Audit Committee noted the fifteenth update on progress in the evaluation of serious case reviews and noted it was unclear when Ofsted’s responsibility for serious case reviews would end. 

12.
Any other business

12.3 The Audit Committee discussed the regularity of Committee meetings and Richard Harbord expressed concern that the next meeting was in 3 months time as he felt this was too long. Darryl Nunn agreed to review the spread of Audit Committee meetings and look into whether the meeting on 25 July could be brought forward into June and possibly align with the approval of the audited Annual Report & Accounts. 

12.4 Chris Trinick reported that the Ofsted Board has been consulted about the membership of the Audit Committee and agreed that the current Board members on the Committee should continue until the end of the 2011. Once the new Board members had been recruited, the Ofsted Chair would look to agree the membership for 2012 onwards.

Action: Darryl Nunn to review the spread of Audit Committee meetings and look into whether the meeting on 25 July could be brought forward into June, and possibly align with the approval of the audited Annual Report & Accou
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