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PROTECT – MANAGEMENT


 Audit Committee

1 May 2014
Aviation House, Room 802
Minutes

Present
John Roberts CBE – Chairman
Ofsted Board Member

Vijay Sodiwala
Ofsted Board Member 

Linda Farrant
Ofsted Board Member

Sir Michael Wilshaw
HMCI and Accounting Officer (item 3 & 4 only)

Matthew Coffey
Chief Operating Officer

Nick Jackson
Director, Corporate Services


Louise Grainger
Divisional Manager, Finance 
Jacqui Smillie
External Audit (National Audit Office)
Simon Jones
External Audit (National Audit Office)
Morag Childs
Internal Audit (Deloitte)
Martin Lewis
Internal Audit (Deloitte)
Mark Watson
Senior Financial Accountant (item 4 only)

Bianca Signora
Principal Officer, HR Strategy (item 10 only)
Stuart Perkins
Head of Senior Recruitment & Talent (item 10 only)

Alma Kucera
Head of Information (item 11 only)
Saba Pooni
Audit & Governance Manager (Secretariat)

Summary of Action Points
Annual Internal Audit Report and Opinion
1. The expenses internal audit report to be circulated upon completion and members to feedback any comments.
2. The Committee's Annual Report to be updated to reflect the overall audit opinion (once all audits have been finalised) and highlight any changes to Ofsted Board.
Internal Audit update

3. Deloitte and the Executive to ensure that internal audits are scheduled earlier in the year and with minor exceptions, finalised before the end of the financial year and that audit reports, both draft and final, are completed in a more timely manner.
Operational Performance Report
4. Circulate March's Operational Performance report to Committee members.

HR Data Report

5. Stuart Perkins to provide an analysis of assessment centre performance for senior HMI in relation to the 9 box grid.
1.1. Chairman’s introduction, declarations of interest and minutes and matters arising

1.1. John Roberts opened the meeting and members welcomed Matthew Coffey, Chief Operating Officer to his first meeting and Vijay Sodiwala introduced Tia Sodiwala who attended as an observer as part of a 'take your daughter to work day'. Apologies were noted from Andy Palmer, Ofsted board member. 
1.2. There were no declarations of interest.

1.3. In reviewing the action log, it was noted that AC090 the account management issue with Midlands Software had been resolved, and Action AC088, the Operations Executive Board had been made aware of the IT Disaster Recovery testing carried out and the recovery times that can be expected.
1.4. Members accepted the minutes as an accurate record of the Audit Committee meeting held on 13 March 2014, subject to a minor change at paragraph 5.2
2.1. Report from Chair and Members
2.1. No comments were recorded.
3.1. Annual Internal Audit Report and Opinion

3.1. Morag Childs reported that Internal Audit had completed the fieldwork for the 2013-14 internal audit programme.  The internal audit plan covered 16 processes or systems operating within Ofsted of which eight received ‘substantial’ assurances; four received ‘partial’ assurances; and one received 'low' assurance. Three of the reports are still at draft stage and with management for comment. One of the remaining three projects was advisory in nature and two were follow up audits and therefore did not result in an overall audit assessment.  Members noted that the assurances provided reflected the vast amount of organisational change.
3.2. Members noted the draft audit opinion which was based on internal audits completed as part of the Ofsted Internal Audit Plan (1 April 2013 – 31 March 2014).  In Deloitte’s opinion 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, except for the matter of significance relating to the expenses (draft) audit.  
3.3. Members noted that Ofsted management had identified concerns over compliance with the expenses process and asked Deloitte to perform a compliance audit of expenses during February 2014.  As a result of the draft findings Deloitte concluded that governance and control arrangements established regarding expenses, particularly those through corporate contracts were found to be weak with significant levels of non-compliance.  The high and medium priority urgent findings related to weaknesses in the user access security of the Redfern and Enterprise expense booking systems, a lack of clarity of roles and responsibilities for expenses approval and checking and weaknesses relating to invoice validation checks.  The Committee were assured that processes have been re-established and resource will be appointed to provide compliance checks in that area. Action 1: The expenses internal audit report to be circulated upon completion and members to feedback any comments.
3.4. Action 2: The Committee's Annual Report to be updated to reflect the overall audit opinion (once all audits have been finalised) and highlight any changes to Ofsted Board.
3.5. During 2012-13, as a result of concerns raised by management, Deloitte completed a project to understand the design and operation of the current CIE processes. In 2013-14 Deloitte performed a follow up exercise to understand the implementation status of the high priority agreed management actions.  This review confirmed that implementation was on track with a few exceptions. Management have requested a further CIE follow-up audit in 2014-15 to confirm the implementation of the outstanding management actions.
4.1. Draft pre-audit 2013-14 Annual Report and Accounts including Governance Statement
4.1. Members noted that Ofsted is required to lay its audited Annual Report and Accounts for 2013-14 in the House of Commons.  The pre-audit draft accounts had been prepared and the Committee noted that Ofsted had not breached any of the Parliamentary control totals.    
4.2. The Committee noted that Operations Executive Board had reviewed the draft Annual Report and Accounts and feedback has been incorporated into this version. In reviewing, the following points were raised: 
Key Variances (P4-7 cover paper)
· Programme costs - explanation of variance says "off-setting these reductions is a significant increase in the cost of inspections" to distinguish this paragraph between volume and unit costs variances. 
Introduction (P4-6)
· P4 - it would be useful to include general feedback from school head teachers. 
· P5 - include a reference to more frequent inspections, pointing the way forward
· To include additional information relating to Social Care
· Add narrative on savings delivered
Annual Report (P8-57)
· P12, para 22 complaints - the sentence "this included a significant increase in serious safeguarding concerns. The majority of these complaints concerned the leadership and management of a school and pupils' well-being" we need to say more and provide more context to the sentence
· P13, para 26 - provide some case study examples

· P17 last bullet point 96% agreed they are satisfied – add some additional context 
· P20 83% of our childcare register inspection letters were published within 15 day target - needs more of an explanation why 17% didn’t make it 

· P29, People Engagement section - most of the report is what Ofsted does or did, but in this section it says 'we', the drafting seems to change from impersonal to personal - keep consistent throughout

· P32, Para 114 Average number of working days lost - needs to include a comparison of last year

· P34, p126 customer service - include a reference to the New Ofsted Online system

Financial performance (pages 47-51)

· P49, para 193 P2P increased financial control through user and supplier - are we content with this statement  
Core Tables (pages 52-56)
· P54, table 6, should it say 'region and country' rather than just 'country' maybe standard wording, check.

Governance Statement (pages 58-67)

· P64 para 257 add number of internal audits and assurances received

· P64, para 258 add overall internal audit opinion subject to expenses audit report

· P65, para 262 assurance certificates had no significant issues to report

· P65, para 266 - change 'we' to 'Ofsted'

4.3. The Committee were content with the draft Annual Report and Accounts subject to the amendments agreed by the members at the meeting and at the subsequent meeting between Linda Farrant and Finance.  The Committee also requested that the draft the Governance Statement is updated to reflect the final Internal Audit opinion
4.4. The next steps are the National Audit Office to issue their audit completion report by 30 May; the Committee will meet to approve the audited accounts on 4 June followed by the Ofsted Board to approve in correspondence and HMCI to certify the Annual Report and Accounts on 5 June, the accounts will be laid before Parliament by 18 June.
5.1. Internal Audit update
5.1. Morag Childs summarised the progress in delivering the 2013-14 Internal Audit Plan and reported that since the last Audit Committee meeting, Deloitte have issued the following final reports:

· HMCI Reform Operational Readiness (Phase 2)
· Readiness for Her Majesty’s Government Security Classification Policy Change
· Core Financial Controls
· HMCI Reform Inspection Quality Assurance Process
· Inspection Service Provider Contract Management.

5.2. Since the last Audit Committee meeting, Deloitte have completed fieldwork on the follow-up audit and have issued the following draft reports:

· Procure to Pay 
· Expenses
· Budgeting and Planning.

5.3. Members expressed concern about the number of audits undertaken in quarter 4 which were still being finalised in the new financial year and the delays in the issuing of some draft reports plus the length of time in agreeing final reports between Deloitte and the Executive.  Action 3: Deloitte and the Executive to ensure that internal audits are scheduled earlier in the year and with minor exceptions, finalised before the end of the financial year and that audit reports, both draft and final, are completed in a more timely manner.
5.4. The 2014-15 internal audit plan was presented and approved at the 13 March 2014 Audit & Risk Assurance Committee. Deloitte have commenced planning for audits due to start in quarter one of 2014-15.
6.1. Issued Internal Audit reports
6.1. Martin Lewis reported that Internal Audit had completed and issued final reports for the following audits as part of the 2013-14 Internal Audit plan:
· Readiness for Her Majesty’s Government Security Classification Policy Change;

· Ofsted Transition to the Regional Structure: Operational Readiness Phase 2;

· ISP Contract Management;

· Core Financial Controls; and

· HMCI Reform Inspection Quality Assurance

6.2. Readiness for Her Majesty’s Government Security Classification Policy Change - Deloitte provided 'substantial' assurance and as a result of the work performed they have raised three medium priority and three low priority recommendations.  Members noted an alternative solution may be to setup an IT automated process to monitor the security markings in emails, rather than implementing a process for quarterly spot checks. In terms of information management awareness, online training is an option. 
6.3. Ofsted Transition to the Regional Structure: Operational Readiness Phase 2 - This audit followed up on implementation status of the agreed management actions from the Preparedness of Processes for the Transition to the Regional Structure audit issued in September 2013. As a result of the work performed Deloitte have raised one medium priority and two low priority recommendations.
6.4. ISP Contract Management - Deloitte provided 'substantial' assurance and as a result of this audit, two medium and two low priority recommendations were made to improve processes and to strengthen the control environment.
6.5. Core Financial Controls - Deloitte provided 'partial' assurance and as a result of this audit, one high, two medium and five low priority recommendations were made to improve processes and to strengthen the control environment.  Members were assured the recommendations will be completed by 31 May 2014.
6.6.  HMCI Reform Inspection Quality Assurance (QA) - Deloitte provided 'partial' assurance and as a result of the work performed we have raised one high, two medium and two low priority recommendations. Members noted a management information audit will be conducted in the 2014-15 audit plan, which will provide an independent assessment on the efficiency and effectiveness of management information to support the delivery of national and regional objectives.
7.1. Progress against Audit Recommendations Report
7.1. Members noted the progress made up to March 2014 in addressing audit findings and noted the five recommendations that had passed their original completion dates.

8.1. Operational Performance Report
8.1. Matthew Coffey introduced the Operational Performance report for February 2014 and provided an oral update for March's position. Members commended staff in meeting all our key statutory targets, in a challenging environment, with low number of Her Majesty's Inspectors (HMIs) in post and during a time of organisational change.  Action 4: Circulate March's Operational Performance report to Committee members.
8.2. Members noted the significant increase in volume of complaints about schools, and management noted the importance of managing the expectations of a complainant.
9.1. Finance Report
9.1. Nick Jackson explained Ofsted’s financial position for the year ended March 2014. The key financial targets set by HM Treasury for 2013-14 have all been achieved and Nick Jackson and his team were congratulated for their good work. 

9.2. Members noted the business needs to adopt a more mature approach to forecasting in 2014-15 that recognises and declares underspends or reductions in activity earlier in the year.  As a result, Finance Business Partners will look to bring greater challenge to the forecasting process.
10.1. HR Data Report
10.1. Members noted the workforce and employment data from 1 October to 31 December 2013. The average working days lost due to sickness absence had decreased to 6 which is below the benchmark and better than the previous year and across the wider civil service.
10.2. In terms of recruitment of potential HMI, Stuart Perkins explained the need to understand perception of Ofsted as an employer and to do this he setup a stall at the ASCL (Association of School and College Leaders) conference and noted from the feedback that head teachers were less interested to join as a permanent HMI but more interested in secondment and part-time opportunities in continuing their careers. This is a model that Ofsted has adopted. Members agreed that it was important to capture feedback when secondees returned, to understand their experience with Ofsted and thereafter to continue to communicate regularly in an honest and open environment.
10.3. Members noted the 9 Box talent grid which, introduced in Autumn 2013, provides a simple approach to identifying and developing talent. All managers have completed the nine box grid across both the APT and Inspection workforces. The data showed that there is a fairly similar distribution between APT and the inspection workforce, with a slightly higher proportion of the APT workforce in the exceptional performer category and a higher proportion of Inspection staff in the Strong Performer category.  At regional and directorate level managers have been asked to use the information gathered to best utilise talent across their groups to inform the allocation of project work, secondments and other development opportunities.
10.4. Members noted the in-year performance award has been introduced in the last quarter; however more analysis work is required and further promotion across the organisation.

10.5. Members noted the analysis of assessment centre performance in relation to its position on the 9 box grid and asked that in future an analysis is performed for senior HMI, compared with internal and external recruitment. Action 5: Stuart Perkins to provide an analysis of assessment centre performance for senior HMI in relation to the 9 box grid.
11.1. Information Assurance 
11.1. Introducing this item, Alma Kucera provided an update on what activities and systems we have in place to provide assurance on Information and Cyber Security. Members noted the good practice across government overlaid with Ofsted’s activities in each of those practices and that for managing user privileges this was an area of weakness which is being carefully monitored by management. 
11.2. Members noted in terms of the maturity model our aim is to progress through the model and move to higher levels on each of the categories. Management will keep track of where we are in comparison to where we want to be in the future.
12.1. Any other business
12.1. Members noted that this was Vijay Sodiwala's last meeting and thanked him for his contribution to the committee and wished him well for the future. 
12.2. The next Audit Committee meeting will take place at 10.30 on Wednesday 4 June 2014.
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