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Introduction

1. Ofsted’s Audit Committee is a sub-committee of the Ofsted Board and provides advice to the Accounting Officer on the adequacy of audit arrangements and on the implications of assurances provided in respect of risk and control in the organisation. The Audit Committee’s function is to support both HMCI and the Board in their responsibilities for issues of risk, control and governance
2. The report assists the Ofsted Board to judge whether or not their agenda is focussing on the issues that are most significant in relation to achieving the organisation’s objectives and whether best use is being made of resources. The purpose of this report is to provide the Ofsted Board, with advice on the adequacy of Ofsted’s strategic processes for risk management, control and governance. The report draws attention to the aspects of risk management, governance and internal control that are functioning effectively and, just as importantly, the aspects which need to be given attention to improve them. 

3. During 2010-2011 the Committee has continued to scrutinise, challenge and support improvements in standards of financial management and corporate governance and has closely monitored the further enhancement and development of risk management procedures within Ofsted.

Terms of Reference

4. The Committee’s Terms of Reference are shown at Annex A and were last updated in September 2009. The Terms of Reference follow the guidance provided in the Treasury’s Audit Committee Handbook, which defines the policy principles for Audit Committees in central government bodies.

Membership
5. Members of the Audit Committee are appointed by the Ofsted Board for a term of one year, with the option of reappointment. The membership of the Committee during 2010-11 was:

· Chris Trinick – Chair and independent member of the Ofsted Board;

· John Roberts
 – independent member of the Ofsted Board;

· Museji Takolia – independent member of the Ofsted Board;

· Vijay Sodiwala
 – independent member of the Ofsted Board;
· Richard Harbord – independent member of the Audit Committee.

6. HMCI, in her capacity as Accounting Officer, the Director of Finance and Resources, the National Director of Delivery and Divisional Manager of Finance were all regularly invited to attend committee meetings. Representatives of Ofsted’s internal auditors, Deloitte, and external auditors, the National Audit Office, were regular attendees of committee meetings.

Audit Committee Activity

7. The Committee met five times during financial year 2010-11, in May, August and November 2010 and January and March 2011. At these meetings, the Committee continued to exercise a robust challenge function and demand the highest levels of performance and accountability from those reporting to it.
8. The Committee considered a variety of issues during the year. Members have witnessed improvements across the range of internal control, risk management corporate governance and resource management agenda. The Committee supports the view that the Accounting Officer can take continued assurance from organisational arrangements and performance.

Internal Audit

9. In May 2010, the Committee reviewed and endorsed the annual Internal Audit Plan for 2010-11. At each meeting, the Committee considers a report from the Head of Internal Audit on the work of internal audit. This report covers progress against the plan and the level of assurance that has been provided by each review. In addition to this report, members review a summary of the progress made to address audit findings. On behalf of HMCI, the Committee has challenged management on the progress made to address any findings.
10. Internal Audit completed 12 audits during 2010-11. The breakdown of the assurance provided by these reports is:
	Assurance provided
	Number of Reports

	Full Assurance
	2

	Substantial Assurance
	9

	Partial Assurance
	1

	Low Assurance
	0


11. The findings of the Procurement and Contract Management audit have concerned the Audit Committee. Members welcomed the action plan outlined by management to address the findings of this audit and will closely monitor the agreed management actions to strengthen the controls in this area.
12. The Committee has closely monitored the progress of the response to the three audits that caused members concern in 2009-10 (Core Financial Controls, Payroll and Travel and Subsistence). Members are pleased to report that management undertook significant steps to address the findings of these audits and have noted that the opinion of Internal Audit has moved to Substantial Assurance on all three audits.
13. Based on the information received and considered during 2010-11, the Committee feels that it has seen an adequate level of internal control within Ofsted’s management processes. The disclosures made in the Statement on Internal Control are appropriate and members endorse the actions stated to address them.
External Audit

Financial Year 2009-10

14. The Committee considered the draft Resource Accounts for 2009-10 presented in May 2010, and supported their presentation to the National Audit Office for the final audit. The Committee was pleased to note the continuing improvements to the Accounts production process. Members would like to congratulate the Finance team for their ability to prepare the Accounts in a short timescale, which enables Ofsted to continue to be one of the earliest departments to lay its Accounts before Parliament.
15. Members considered the National Audit Office’s Final Management Report, that outlined their findings of the 2009-10 external audit. Members were again pleased to see that the audit identified very few issues regarding the preparation and production of the 2009-10 Resource Accounts.
Financial Year 2010-11

16. As in previous years, the Finance team produced an interim set of full Accounts as at 31 December. These interim accounts were subject to external review by National Audit Office, which acted as a dry run for the audit of the full accounts in May 2011. The findings of this interim audit were considered by members at their meeting in March 2011. The Committee took confidence from the interim report that the Finance team were able to produce accurate, timely accounts following the end of the Financial Year.
17. Members considered the draft Resource Accounts for 2010-11 at their meeting in April 2011. Members were particularly pleased to see further improvements in the speed at which the final accounts had been produced. The draft accounts were endorsed by the Committee before being passed to the National Audit Office for external verification.
18. Following completion of the audit, members received the Audit Completion Report and were invited to confirm, via correspondence, if they accepted management’s reasons for not correcting two of the three reported mis-statements in the Accounts. Based on responses received from Audit Committee members, management’s recommendation was accepted.

19. Following concern raised about reviewing actions on reported mis-statements via correspondence, the Finance team were asked to review the post audit endorsement process for the 2010-11 Resource Accounts and identify lessons that could be learned for the 2011-12 process. As a result it has been agreed that the Committee will convene a face-to-face meeting to review the audited accounts prior to Accounting Officer sign-off in future years.
Information Security
20. The Committee has taken a close interest in monitoring specific elements of the Ofsted corporate governance framework during the past year.

21. The Committee supports the Senior Information Owner by providing assurance on the arrangements in place to ensure that Ofsted manages its data and information correctly. During the year, members have reviewed the quarterly Information Security Report that outlines how information risks are being managed across the organisation. Members are satisfied that management are taking all appropriate steps to control the risks surrounding the information held by Ofsted.
Risk Management

22. At each meeting the Committee has examined and commented on the corporate strategic risk register that is included in the monthly operational reports that are supplied to the Executive Board. Members are satisfied that the risk management framework captures the most significant risks to Ofsted’s activities.
Financial and Operational Management

23. The Committee receives regular updates on Ofsted’s financial position and operational metrics. Members are content that management take the necessary steps to ensure that Ofsted delivers its remit in an efficient and effective manner.
Serious Case Reviews

24. The Committee has continued to have a keen interest in the processes that Ofsted has in place to conduct Serious Case Reviews. Members receive regular updates on the progress of Ofsted’s evaluation of these reviews and the management of serious child care incident notifications. It was noted that the Munro Review of child protection recommended that Ofsted no longer conducts evaluations of Serious Case Reviews. The Committee has agreed to continue to monitor these activities until Ofsted ceases to conduct them.
Audit Committee Assurance Statement
25. The Audit Committee provides the assurance that, during the period that this report covers, it fully discharged its responsibilities in accordance with its terms of reference. The Committee is also satisfied that it is able to provide HMCI, as Accounting Officer with assurance:
· on the Accounts that it has reviewed;

· that the issues pertinent to the 2010-11 Statement on Internal Control are managed appropriately;

· on the quality of both internal and external audit, with their approach to the discharge of their respective responsibilities, and the reliance that can be placed on their work.

Acknowledgements

26. The Committee is pleased to commend the open and candid relationship that exists between its members and Deloitte, as internal auditors, the National Audit Office, as external auditors, HMCI and the Director of Finance and Resources. Members would like to extend their thanks to the Directors and staff of Ofsted for their support for the work of the Audit Committee.



Chris Trinick

Chair, Audit Committee

Annex A: Audit Committee terms of reference 

Purpose

1. The Audit Committee is an independent Committee of the Board, which advises both HMCI in her role as Accounting Officer and the Board. The Audit Committee’s function is to support both HMCI and the Board in their responsibilities for issues of risk, control and governance by:

· reviewing the comprehensiveness of assurances in meeting the Board and Accounting Officer’s assurance needs

· reviewing the reliability and integrity of these assurances

· providing an opinion on how well the Board and Accounting Officer are supported in decision taking and in discharging their accountability obligations (particularly in respect of financial reporting).

Membership

2. The membership of the Audit Committee is as follows:

· Chairman:
one non-executive 

· Members: 
three non-executive members of the Board

· an independent committee member.

3. The Chairman and members of the Audit Committee will be appointed by the Board for a term of two years, with the option of reappointment. 

Meetings

4. The Audit Committee will meet up to six times each year (and at least four times). The Chairman of the Audit Committee may convene additional meetings, as they deem necessary. HMCI or the Board may, in exceptional circumstances, ask the Audit Committee to meet to consider any matter of relevant business. 

5. A minimum of three members of the Audit Committee will be present for the meeting to be deemed quorate.

6. The following will normally attend meetings of the committee:

· HMCI

· the Director, Finance 

· the Head of Internal Audit 

· a representative of the external auditors.

7. Others, including directors, may also be invited to attend committee meetings to address specific issues.

8. The Audit Committee may ask any or all of those who normally attend, but who are not members, to withdraw to facilitate open and frank discussion of particular matters.

9. The Corporate Governance Manager may provide the secretariat to the Audit Committee, if requested by the Chairman. Otherwise, the Chairman will make alternative arrangements for taking minutes of the meeting. 

10. Committee papers will be distributed by the secretariat to those attending seven days in advance of meetings.

Reporting

11. Within seven working days of each meeting, the draft minutes will be circulated to Audit Committee members for their comments. Minutes will be agreed with the Committee and will be published in draft on the Ofsted website within one month of the date of the meeting. 

12. The Audit Committee will provide the Board and Accounting Officer with an Annual Report. This will be timed to support finalisation of the accounts and the statement on internal control, summarising its conclusions from the work it has completed during the year.

13. With the exclusion of any confidential business, the agenda and papers of all meetings of the Audit Committee will be published on the Ofsted website at least five days before the date of the meeting.

Responsibilities

14. The Audit Committee will advise the Board and Accounting Officer on:

· the strategic processes for risk management, control and governance and the statement on internal control

· the accounting policies, the resource accounts and annual report of the organisation, including the process for review of the accounts before submission for audit, levels of error identified, and management’s letter of representation to the external auditors

· the planned activities and results of internal and external audits

· the adequacy of management’s response to issues identified by audit activity, including external audit’s management letter

· the assurances relating to the corporate governance requirements for the organisation

· (where appropriate) proposals for tendering for either Internal or External Audit services or for purchase of non-audit services from contractors who provide audit services

· the adequacy of the information assurance arrangements in place in the organisation

· the anti-fraud policies and whistleblowing processes.

15. The Audit Committee will provide advice and support to the Accounting Officer.

16. The Audit Committee will also periodically review its own effectiveness and report the results of that review to the Board.

Rights

17. The Audit Committee may co-opt additional members for a defined period to provide specialist skills, knowledge and experience, and procure specialist advice at the expense of the organisation, subject to budgets agreed by the Board.

18. The Chairman of the Audit Committee will ensure that committee members are given appropriate opportunities for training and development. 

Access

19. The Head of Internal Audit and the representative of External Audit will have free and confidential access to the Chairman of the Audit Committee.

Information requirements

20. For each meeting the Audit Committee will be provided with:

· a report summarising any significant changes to the organisation’s risk register

· a progress report from the External Audit representative summarising work done and emerging findings

· a progress report from the Head of Internal Audit summarising

a. work performed (and a comparison with work planned)

b. key issues emerging from Internal Audit work

c. management response to audit recommendations

d. changes to the periodic plan

e. any resourcing issues affecting the delivery of Internal Audit objectives.

21. As and when appropriate the committee will also be provided with:

· proposals for the terms of reference of internal audit

· the internal audit strategy

· the Head of Internal Audit’s annual opinion and report

· quality assurance reports on the internal audit function

· the draft resource accounts of the organisation

· the draft statement on internal control

· a report on any changes to accounting policies

· External Audit’s management letter

· a report on any proposals to tender for audit functions

· a report on cooperation between Internal and External Audit.

Confidentiality 

22. Where members of the Audit Committee receive information in confidence in their capacity as members of the Audit Committee, they should not disclose that information to any third party unless they are required to do so by law, or they have obtained consent to disclose the information from the person authorised to give it.






� John Roberts excused himself from the Committee between 31 August 2010 and 28 February 2011, whilst he was interim Ofsted Chairman.


� Vijay Sodiwala was appointed to the Audit Committee on 1 January 2011 by the Ofsted Board.
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