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Audit Committee Update


	Summary

This paper covers the minutes of the Audit Committee meeting on 5 September 2013.




	Recommendations

Ofsted Board members are invited to receive the agreed minutes of the 5 September 2013 meeting.




Audit Committee
5 September 2013
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 
Lorraine Langham	Chief Operating Officer
Philip Mabe	Interim Director, Finance & Commercial	
Louise Grainger-Hulme	Divisional Manager, Finance 
Morag Childs	Internal Audit (Deloitte)
Jacqui Smillie	External Audit (National Audit Office)
Imran Akhtar	External Audit (National Audit Office)
Neil Greenwood	Deputy Director, Strategy, Policy and Performance 	(item 8 only)
Saba Pooni	Audit & Governance Manager (Secretariat)
Summary of Action Points
External Audit update
Members agreed to read through the NAO’s summary of value for money studies scope of work and provide feedback at the next meeting in terms of where they would welcome further updates on this work. Julian Wood, NAO’s VfM Director in Education to be invited to OEB to present his work on VFM of governance in schools; Ofsted is invited to contribute.
Issued Internal Audit reports
Lorraine Langham and Morag Childs to decide the timing of a suggested phase three transition audit, post final go-live at the end of January 2014, to test the effectiveness of the transition to the regional structure.
Members asked to ensure all future audit reports are clearly marked with ‘agreed management actions’ within the findings report.
Operational Performance Report
Lorraine Langham to review the KPI targets in respect of complaints about schools and determine whether they remain fit for purpose, including consideration of a transitional target whilst the current concerns are resolved. Future reporting will include information on the drivers of complaints, trends and action being taken.
Chairman’s introduction, declarations of interest and minutes and matters arising
John Roberts opened the meeting and members welcomed Imran Akhtar who accompanied Jacqui Smillie. Apologies were noted from Sir Michael Wilshaw, David Hughes of the National Audit Office (NAO) and Martin Lewis of Deloitte.
There were no declarations of interest.
Members accepted the minutes as an accurate record of the previous Audit Committee meeting held on 6 June 2013.
In reviewing the action log, it was noted that AC079 review of the Assurance map is underway and will be presented at the next meeting after the Operations Executive Board have reviewed.
Report from Chair and Members
Members noted that Vijay Sodiwala attended a meeting with the IS Team to discuss proposals for new Social Care systems at the end of June 2013 and a follow up meeting in August.  He explained that work is underway to go out to tender in October 2013.
Members noted that interviews had taken place for the new Director, Finance and Commercial; John Roberts was on the Panel as Chair of the Audit Committee.  They were pleased to report that Nick Jackson had been appointed and will be starting on 16 September 2013.
External Audit update
Jacqui Smillie reported that their audit planning for 2013/14 will commence in September with meetings being arranged with the Finance team and Internal Audit.  A new format will be adopted for the Audit Planning Report; this will be presented to the next meeting in November 2013.
Jacqui Smillie presented a document summarising the scope of current value for money (VfM) studies being undertaken in respect of the Department for Education and cross-Government studies. She highlighted a specific study, currently awaiting approval from the Comptroller and Auditor General, how good governance impacts on performance of schools.  It was proposed that this report can be presented by Julian Wood the VfM Director in Education, to a future Operations Executive Board meeting.  
Action 1: Members agreed to read through the NAO’s summary of value for money studies scope of work and provide feedback at the next meeting in terms of where they would welcome further updates on this work.  Julian Wood, NAO’s VfM Director in Education to be invited to OEB to present his work on VFM of governance in schools; Ofsted is invited to contribute.

The Committee are keen to focus on VfM activities which are relevant to Ofsted and where appropriate to use to inform the internal audit programme.
Members noted an NAO cross-government study is taking place which will look at how government is organised to engage with major cross-cutting suppliers. The outcome will highlight best practice guidance and how to take action.
Internal Audit update
Morag Childs summarised the progress in delivering the 2013-14 Internal Audit Plan.
Since the last Audit Committee meeting, Deloitte have issued three final reports and have commenced work on Data Management.
Members noted the Procure to Pay (P2P) audit had been postponed on request of management to enable an internal end to end process review to be undertaken and to provide additional time for management initiated improvements to be implemented and embedded.
Members noted HMCI Reform Operational Readiness Phase 2 had been postponed for a few weeks on request of management to allow time to implement phase 1 management actions.
Issued Internal Audit reports
Morag Childs reported that Internal Audit have completed and issued the following final reports:
· IT Planning and Business systems 
· Preparedness of Processes for the Transition to the Regional Structure; and 
· Strategic Risk Management;
Members noted the IT planning and business systems audit was provided with substantial assurance and no findings were identified in the governance framework supporting the formation of the IT Strategy Plan.
Members noted the transition to the regional structure report was provided with partial assurance, mainly due to the timing of the audit. As a result of the work performed, the auditors raised four medium and two low priority recommendations. The purpose of the audit was to provide assurance over the processes supporting Ofsted’s readiness to deploy resources efficiently and effectively, and incorporating HMCI’s reforms, during the transition to, and following, the move to the regional structure.    
Members noted the Early Years and Social Care transition to the regional structure is planned for 1 January 2014 and are supportive of the on-going work during phase one. However they recognised it is essential that the lessons learned from the first transition phase have been acted on in advance of the second transition phase. The Committee suggested a final review to test the effectiveness of the go live at the end of January 2014.  
Action 2: Lorraine Langham and Morag Childs to decide the timing of a suggested phase three transition audit, post final go live at the end of January 2014, to test the effectiveness of the transition to the regional structure.
Members noted the audit of strategic risk management was provide with substantial assurance and as a result of the audit work it raised three medium and three low priority recommendations.
Action 3: Members asked to ensure all future audit reports are clearly marked with ‘agreed management actions’ within the findings report.
Progress against Audit Recommendations Report 
Members noted the progress made up to 31 August 2013 in addressing audit findings. It was noted that two actions to address audit findings had passed their original completion dates; this was relating to the finance and procurement code documents not being up to date and inaccuracy of contract management information. Assurance was provided that both would be completed by end of September.  
Members noted the ‘9 box grid’ was well received by APT staff and senior managers and is a useful tool for discussing performance and concerns.
Strategic Risk Report
Members noted the Strategic risk register for the end of August 2013 and that senior management will act upon the recommendations from the recent audit of strategic risks.  It was acknowledged that management have recognised the previous comments made by the Committee and the current risk register provides a greater focus on the mitigation.
Members noted that executive were articulating risks more effectively and discussions included identification of longer term and external factors that may impact on the organisation.  In terms of risk ownership, it was noted that risks were shared amongst the executive team, for individual directors to be accountable for risks within their area of responsibility.
The Committee recognised the positive changes to the risk register and thanked OEB for their good work.
Operational Performance Report
Lorraine Langham introduced the Operational Performance report for July 2013. 
Neil Greenwood explained the context in terms of the response rate targets for Complaints about Schools, that there had been a significant increase in volumes and types of complaints being made. The Committee were assured that robust assessments are being carried out and the complaints administration team were resourced adequately with new staff together with more HMI resource. There is an emphasis on quality rather than simply achieving the target.  
Members asked for the report to be updated to the Board in the way it’s presented to ensure it includes some context around the complaints targets.
Action 4: Lorraine Langham to review the KPI targets in respect of complaints about schools and determine whether they remain fit for purpose, including consideration of a transitional target whilst the current concerns are resolved. Future reporting will include information on the drivers of complaints, trends and action being taken.
Contracts Monitoring and Activity report
The Committee noted an update on Ofsted’s contracting activity during the period 1 April 2013 to 30 June 2013, focussing on contracts of major concern to the organisation for its operation and delivery.
The Committee noted the two instances of single tender actions (STAs) in the reporting period. This included recruitment of an ex senior manager to carry out a specific piece of work to support the national complaints team. Management assured the Committee that the approach to STAs remains robust and in order to ensure appropriate contracts are in place, a specialist contractor pool has been setup based on nominations from directors. This will reduce the number of STAs in this area in the future.
Members discussed performance of the Inspection Service Providers (ISPs) and management assured the Committee that work is underway to ensure contract management is robust.  They noted the formation of the Commissioning Assurance and Quality Committee, an independent Committee of the Ofsted Board, whose function is to provide non-executive assurance to the Ofsted Board on the management of risk, performance, quality and future strategic direction relating to the ISP contracts.  Further assurance will be provided by the audit of ISP processes which commences in December 2013.  Members noted the new role of Director, Finance & Commercial has been specifically created to strengthen commercial expertise at board level.
Members noted the Cabinet Office has commissioned a government-wide review of contracts held by G4S and Serco in excess of £10m, our audit will commence on 16 September 2013.
Finance Report including update on spending review financials
Introducing this item, Philip Mabe explained the key points for this year and subsequent financial years.
Members noted the finance report and agreed to have a further debate at Ofsted’s Board meeting in September, where they asked for a short detailed update to be provided.
Any other business
The next Audit Committee meeting will take place at 10.00 on Tuesday 26 November 2013.
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