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	Summary
This paper covers the minutes of the Audit Committee meetings on 1 December 2011 and 2 February 2012.



	Recommendations
Ofsted Board members are invited to receive the agreed minutes of the 1 December 2011 and the draft minutes of 2 February 2012 meetings.



Ofsted Audit Committee

1 December 2011

Aviation House, Room 802

Minutes

Present 

John Roberts
- Chairman

Ofsted Board Member

Vijay Sodiwala


Ofsted Board Member 
Andy Palmer



Ofsted Board Member

Miriam Rosen



HMCI and Accounting Officer

Darryl Nunn



Director, Finance & Resources

Barny Todd



Divisional Manager, Finance

Sue Gregory



National Director, Delivery 
Ian Dickerson


Head of Audit and Risk

Adam Stock
 


Internal Audit (Deloitte) 
Sid Sidhu



External Audit (National Audit Office)
David Hughes


External Audit (National Audit Office)
Matthew Reed


Business Support Manager - Executive Support



Apologies for absence

Chris Trinick



Ofsted Board Member 
Museji Takolia


Ofsted Board Member

David Noon



Internal Audit (Deloitte)
Richard Harbord


Independent Committee Member 

Summary of Action Points

	Governance Statement
	Barny Todd to cross reference the Ofsted Corporate Governance Framework and the Audit Committee’s Annual Report to the Board with the Governance Statement.

	Strategic Risks
	Darryl Nunn (with Executive Board) to review description of strategic risk F&R-FIN-002 (The reduction in Government funding), to include that the ‘Quality’ of Ofsted’s work should be maintained despite the funding reductions.

	Monthly Performance Report
	Sue Gregory to provide descriptions/rationale behind the proposed targets for next year (2012-13).

	Finance Report
	Darryl Nunn to update Executive Board and Board on the 2011-12 cash position.


1. 
Chairman’s introduction, declarations of interest and minutes and matters 
arising

1.1 John Roberts opened the meeting and explained that apologies had been received from the Chair, Chris Trinick. All present wished Chris Trinick well, and thanked him for his contribution and chairing the group so effectively for the past five years. In addition to Chris Trinick, other apologies for absence were received from Museji Takolia, Richard Harbord and David Noon.
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 29 September 2011 with no amendments and noted the action log.

1.4 There were no matters arising from the last meeting that were not covered by items on the agenda.
2.  
Audit Committee and its membership
1.1 John Roberts welcomed Andy Palmer, a new Board member, and reminded colleagues that Linda Farrant, another new Board member, would be joining the group at its next meeting. It was noted that both these new members join the Audit Committee on the recommendation of the Chair’s Committee.
3.  
External Audit Update
3.1 Sid Sidhu summarised the NAO Audit Planning Report (November 2011), and highlighted the significant Provisions Risks, and added that these sorts of inherent risks were typical for a Government department such as Ofsted. 

3.2 Darryl Nunn commented that he did not anticipate any new categories of provisions occurring in the remainder of the year.

3.3 David Hughes outlined the timetable (in Annex 1 of the report) which stated that the audit visit would occur in late February 2012, the draft Annual Report and Accounts would be ready for review on 2 May 2012, with the aim to finalise the laying in June 2012 before the Parliamentary recess and Olympics.

3.4 The Committee queried whether the Bribery Act was covered within the audit. Darryl Nunn noted that Ofsted had produced a risk assessment of its exposure under the Act and that this was currently with him for consideration David Hughes noted that this would not be an area of audit focus.

3.5 John Roberts thanked David Hughes for the report, and the Committee noted the NAO proposal.

4.  
Internal Audit Update
4.1 Adam Stock outlined the latest position for each of the items within the Audit Committee 2011-12 Progress Report and the committee noted the progress made. 

5.  
Issued Internal Audit Reports
5.1 Adam Stock summarised the following internal audit reports:

· Audit of Core Financial Controls (Phase 1);

· Audit of Inspection Quality Assurance;

· Audit of the Moving Forward Project.

5.2 The Core Financial Controls (Phase 2) report will be presented at the next meeting. The Moving Forward Project was shortly due to close, with the Aviation House office floor-moving phase having been completed.

5.3 The content of the above three reports was noted.
6.
Progress against Audit Recommendations Reports

6.1 Darryl Nunn outlined the above report which summarised Ofsted’s progress against audit recommendations up to 11 November 2011.

6.2 A new Divisional Manager for Commercial Services, Annette Godwin, had been appointed, with oversight of Ofsted’s procurement and legal functions.

6.3 Sue Gregory reported that the Health, Safety and Wellbeing Arrangements recommendation concerning the inconsistent application of risk assessment process and retention of associated documents which has a target of 1 January 2012 will be completed on 4 January 2012, at the Inspector Area Team meetings being held on that day, and which the new HMCI will also be attending.

6.4 The progress against all the recommendations was noted.

7.
Governance Statement
7.1 Barny Todd explained the purpose of the new Governance Statement and how it differed from the previous Statement on Internal Control. It was noted that Ofsted had also historically obtained internal assurance statements each year, and that it was considered important for the current HMCI to sign-off the controls when handing over to the new HMCI in January 2012.

7.2 The Committee agreed that the Governance Statement should be cross-referenced with the existing Corporate Governance Framework and the Audit Committee’s Annual Report to the Board.

7.3 The draft report was noted as work in progress, and those involved thanked Finance staff for the work that had been undertaken to date.
Action:  Barny Todd to cross reference the Ofsted Corporate Governance Framework and the Audit Committee’s Annual Report to the Board with the Governance Statement.
8.
Strategic Risks
8.1 Darryl Nunn presented the Strategic Risk Register showing the position at the end of October 2011, showing risks in order of rating (with those rated highest appearing first). It was reported that there had been a number of changes made since October and the Board’s Spending review discussions, and that these were reflected in the covering paper.

8.2 It was queried whether the risk concerning the Annual Report warranted inclusion within the Strategic risk Register. Darryl Nunn said it was included as it was considered a key Ofsted output.

8.3 The Committee asked whether the recent Education Bill’s passing meant that the risks concerning the exemptions of inspecting outstanding providers would be amended. HMCI stated that though the Bill had now received Royal Ascent, the Regulations were still being drafted. However, the risks as currently stated could now be reduced by the risk owners, and this would be apparent in future risk reports.

8.4 The Committee asked whether the issue of ‘Quality’ could be more clearly demonstrated within the risk description in risk F&R-FIN-002 (The reduction in Government funding), and Darryl Nunn agreed to review the text and give more prominence to the ‘quality’ aspect.

8.5 The Committee noted the risk register report.
Action:  Darryl Nunn (with Executive Board) to review description of strategic risk F&R-FIN-002 (The reduction in Government funding), to include that the ‘Quality’ of Ofsted’s work should be maintained despite the funding reductions.
9.
Monthly Performance Report
9.1 Sue Gregory gave an overview of the Operational Performance Report for the period ending October 2011 (not November 2011, as stated in paragraph of the report).

9.2 The target setting/RAG rating process was outlined, and it was explained that resources were being concentrated on meeting the statutory inspections. All areas were being carefully monitored, and in the areas that showed ‘Amber’ e.g. in Social Care, Ofsted was confident that the end of year targets would be met.

9.3 It was reported that some targets, e.g. response times to complaints, which were 100%, were being amended to 95%, to give some discretion to managers in making sure responses were of appropriate quality, and not just timely.

9.4 It was queried which targets were likely to be the most difficult to meet. Sue Gregory said some of the demand led work such as EY Post Registration Inspections (shown as red) were already effectively ‘missed’, but that EY inspections were a key priority as the statutory inspection cycle was due to finish in July 2012. Sue Gregory added that Ofsted was in discussion with DfE about the targets for the registration process. The Committee agreed that it was desirable for targets to be motivating and realistic, and relate to work that could be controlled by Ofsted. The Committee asked that some explanation/rationale for next year’s targets be included within the future Board/Executive Board submissions.

9.5 The Committee noted the content of report.

Action:  Sue Gregory to provide descriptions/rationale behind the proposed targets for next year (2012-13).
10.
Finance Report
10.1 Darryl Nunn summarised the Finance Report for the end of October 2011 position, which showed Ofsted having spent £94.2m of its £100.0m profiled budget.

10.2 It was highlighted that the Budget Exchange mechanism will allow Ofsted to transfer up to 2% of its 2011-12 net revenue expenditure into the 2012-13 financial year, for use in investing in Spending Review savings. 

10.3 The Committee asked about the current position on recruitment, in particular with regard to HMI. This was being managed very carefully, but due to a number of factors and unknowns, including reviews, the recruitment freeze and difficulties in bringing in secondees, they were not recruiting for the time being until the 2014 budgetary position was clearer, and were therefore maximising resources in the remits of particular need, such as Social Care HMI.

10.4 The Committee also queried the cash position. Barny Todd replied that this was being monitored, and that the current forecast suggested a £3m end of year position, which was tight, but not of concern. The Committee suggested that Executive Board and Board were kept updated with the cash position issue.

Action:  Darryl Nunn to update Executive Board and Board on the 2011-12 cash position.
11.
Contract Activity and Monitoring Report

11.1 Darryl Nunn outlined the above report, which covers the period of activity between 1 July and 30 September 2011.

11.2 The Committee commented that the detailed RAG ratings (‘traffic lights’) presented within the report were helpful, but that unless the additional explanatory text was being produced anyway for other meeting forums, it was not necessary to provide so much detail in the future for this Committee.

11.3 The report’s content was noted.

12.
Mid-year Information Assurance Report

12.1 Darryl Nunn summarised the paper ‘Information Risk Assessment April – October 2011’ and stated there were no major issues of concern to report.

12.2 The Committee queried how the incidents involving a wrong address occurred. It was explained that there were various reasons, including being due to human error of typing an incorrect postcode or where two respondents had similar surnames for example. The number of incidents was small when one considered the number of communications that were sent out each week.

12.3 The Committee asked if the trend was improving, and Darryl Nunn said the numbers of incidents were down from last year.
13. 
Progress on Ofsted’s Evaluation of Serious Case Reviews

13.1
Sue Gregory outlined the above paper, the contents of which were noted.
14. 
Any other business 
14.1 There was no other business.

14.2 The next Audit Committee meeting will take place at 14.00 on Thursday 2 February 2012.

14.3 It was suggested that at future meetings, following AOB, there would be an item ‘Review of Meeting’, where the committee would have the opportunity to reflect on whether each meeting had been conducted properly and had covered all the areas it should, and that nothing had been missed. This was agreed.
Ofsted Audit Committee 

2 February 2012

Aviation House, Room 802

Draft Minutes

Present 

John Roberts
- Chairman

Ofsted Board Member

Vijay Sodiwala


Ofsted Board Member 
Andy Palmer



Ofsted Board Member 
Linda Farrant



Ofsted Board Member

Richard Harbord


Independent Committee Member 

Michael Wilshaw


HMCI and Accounting Officer

Darryl Nunn



Director, Finance & Resources

Barny Todd



Divisional Manager, Finance

Sue Gregory



National Director, Delivery 
Adam Stock
 


Internal Audit (Deloitte) 
Morag Childs



Internal Audit (Deloitte) 
Sid Sidhu



External Audit (National Audit Office)
David Hughes


External Audit (National Audit Office)
Kirsten Hubble


Governance Support Manager - Executive Support



Apologies for absence

Ian Dickerson


Head of Audit and Risk

Summary of Action Points

	Chairman’s introduction, declarations of interest and minutes and matters arising
	Sue Gregory to update the Committee once internal targets have been agreed about changes to targets and the rationale for these changes.



	Self Assessment of the Committee’s Effectiveness
	Barny Todd to establish an action log of all actions within the self assessment and report progress to the next meeting of the Audit Committee. 
Barny Todd to put in place arrangements for gathering Audit Committee members’ views for the self-assessment in 2013. 


	Internal Audit Update
	Darryl Nunn to ensure that ‘full’ and ‘substantial’ in next year’s Internal Audit Plan Report have different colours. 



	High level risks
	Darryl Nunn to ensure that the Audit Committee’s comments and suggestions on the High Level Risk register are fed back to the Executive. 



	Monthly performance report
	Sue Gregory to include information about the quality of ELS performance at the next Audit Committee. 

Saba Pooni to add an item on performance management to a future Audit Committee meeting. 


	Finance Report
	Saba Pooni to include a separate item for the Spending Review on the Audit Committee agendas. 




1. 
Chairman’s introduction, declarations of interest and minutes and matters 
arising

1.1 John Roberts opened the meeting and welcomed Michael Wilshaw, HMCI, and Linda Farrant, Board member, to their first Audit Committee meeting. Apologies had been received from Ian Dickerson, Head of Audit and Risk.   It was also noted that Museji Takolia had stood down from the Committee, who recorded their thanks for his contributions as a member. 
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 1 December 2011 with one amendment to 3.3, to alter ‘June 2011’ to ‘June 2012’. 

1.4 The Committee noted the Action Log. Sue Gregory updated the Committee on the action to review some Delivery targets. The complaints target had now changed, as reported to the Committee at the last meeting, and the target for registrations of childminders would soon be reviewed. Sue agreed to update the Committee further once internal targets have been agreed on the changes made and the rationale.

1.5 There were no matters arising from the last meeting.
Action: Sue Gregory to update the Committee once internal targets have been agreed about changes to targets and the rationale for these changes.

2.  
Audit Committee terms of reference
2.1 The Committee approved the proposed changes to the Audit Committee’s terms of reference with two further changes: 
· Paragraph 2 – insert ‘additional’ between ‘three members’ to make clear that the three members of the Ofsted Board are in addition to the Chair.

· Paragraph 14 – delete the penultimate bullet point as this is covered in the first bullet point.

2.2 It was agreed that the Terms of Reference would be reviewed annually thereafter.

3.  
Self Assessment of the Committee’s Effectiveness 
3.1 The Committee agreed the Chair’s and the Secretariat’s assessment of the Audit Committee’s effectiveness and agreed the recommendations. Barny Todd would oversee the implementation of these recommendations 

Action: Barny Todd to establish an action log of all actions within the self assessment and report progress to the next meeting of the Audit Committee. 

3.2 It was agreed that the members of the Committee should be involved in shaping the self assessment the following year. This could comprise of a questionnaire to all members and/or a facilitated session for all members, with regular attendees attending where possible. 

Action: Barny Todd to put in place arrangements for gathering Audit Committee members’ views for the self-assessment in 2013, including consideration of the suggestion of NAO facilitating a self-assessment meeting – a facility they offered generally to audit committees. 
4.  
External Audit Update 

4.1 Sid Sidhu updated the Committee that the audit of the interim accounts would begin later in the month and Adam Stock confirmed that liaison with the external auditors had taken place.
5.  
Extension of Internal Audit Contract
5.1 The Committee noted the extension to the contract for the provision of an internal audit service to Ofsted for a further and final year. A tender process for the provision of this service from 2013/14 would be undertaken during 2012. 

6.
Internal Audit Update 
6.1 The Committee noted the progress against the Internal Audit Plan and the assurance provided by the completed reports, commenting that there were many substantial and full assurances. It was agreed that, for next year’s plan, there would be different colours attributed to ‘full’ and ‘substantial’ rather than dark green and light green, to make it easier to read. 

Action: Darryl Nunn to ensure that ‘full’ and ‘substantial’ in next year’s Internal Audit Plan Report have different colours. 

6.2 It was noted that some reports had been delayed due to discussions on the drafts and some audits would start later than originally planned due to workload of particular teams within Ofsted, however these should all be delivered by the March meeting. 

6.3 The Committee discussed the importance of ensuring that audit reports were spread equally throughout the year, especially if the Committee were to consider an early draft of the Governance Statement at the end of the year. 
7.
Issued Internal Audit Reports
7.1 Adam Stock summarised the following four internal audit reports that had been issued since the last meeting:

· Audit of Payroll;

· Audit of Core Financial Controls (Phase 2);

· Audit of Working Time Regulations;

· Audit of Business Continuity Planning.
7.2 The Committee noted the findings within each report and some of the early plans for taking these forward. 

8.
Progress against Audit Recommendations Reports 
8.1 The Committee noted the progress made up to December 2011 in addressing audit findings. 

8.2 Darryl Nunn explained the reasons behind the delay to delivering the updated training on risk management. The Committee agreed that, in future, target dates should be set in order of priority, with less urgent actions given a longer target.  

9.
High Level Risks 
9.1 Darryl Nunn presented the High Level Risk Register showing the position at the end of December 2011 and reported that the Executive would further review the spending review risk and its impact on all strategic risks.

9.2 The Committee discussed the risk register report and suggested that the Executive consider:

· Whether the risks in the register  fully reflected the major risks facing Ofsted now and in the future;

· The residual risk scores for each item, checking that each risk has a score that felt right in relation to the other risks;

· Whether the risk relating to the turnover of senior managers could now be removed;

· Whether the risk relating to the current economic climate might also be removed.
· Whether Deloitte as the internal auditors might have a role in discussing the way risk was handled at Executive Board level in other organisations.
Action: Darryl Nunn to ensure that the Audit Committee’s comments and suggestions on the High Level Risk register are fed back to the Executive. 

10.
Monthly Performance Report

10.1 Sue Gregory gave an overview of the Operational Performance Report for the period ending December 2011. There had been improvement in a number of areas, including stage 1 complaints. 

10.2 Following on from the earlier discussion about the changes to some targets, the Committee agreed that targets should focus on what was within Ofsted’s control.

10.3 The Committee noted the report and commented that it gave them information on what the organisation had done. The Committee requested more information in future on the quality of outcomes. 

Action: Sue Gregory to include information about the quality of ELS performance at the next Audit Committee.
10.4 It was agreed that the Committee would look at performance management at a future meeting. 

Action: Saba Pooni to add an item on performance management to a future Audit Committee meeting. 
11.
Finance Report
11.1 Darryl Nunn summarised the Finance Report for the end of December 2011 position, which showed Ofsted having spent £119.7m of its £129.7m profiled budget. Ofsted had used the Budget Exchange mechanism to transfer £3.5m to the 2012-13 financial year. Significant savings were being generated from implementing spending review proposals. 

11.2 Darryl also reported on the cash position which is being closely monitored through to the year end. 

11.3 Darryl said that he had not set out detailed activity on the Spending Review as this was due to be discussed separately at a meeting with Board Members on 21 February. The Committee asked that, given the importance of the Review, subsequent audit committee meetings include a separate item for this on the agenda.

11.4 The Committee noted the position and thanked Darryl for a clear and useful Finance report. 

Action: Saba Pooni to include a separate item for the Spending Review on the Audit Committee agendas. 

12.
Contract Activity and Monitoring Report

12.1 The Committee noted the update on Ofsted’s contracting activity during 1 October 2011 to 31 December 2011. 
13. 
Progress on Ofsted’s Evaluation of Serious Case Reviews

13.1 The Committee noted the contents of this report and that a streamlined system had been introduced.

14. 
Any other business 
14.1 There was no other business.

14.2 The next Audit Committee meeting will take place at 14.00 on Thursday 29 March 2012.

15.
Review of the meeting

15.1 Audit Committee members were content with the meeting and no suggestions for improvement were put forward.
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