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Minutes
Present
John Roberts CBE – Chairman	Ofsted Board Member
Linda Farrant	Ofsted Board Member
Nick Jackson	Director, Corporate Services	
Louise Grainger	Divisional Manager, Finance 
Jacqui Smillie	External Audit (National Audit Office, NAO)
Liz Fox	External Audit (National Audit Office, NAO)
Morag Childs	Internal Audit (Deloitte)
Martin Lewis	Internal Audit (Deloitte)
Saba Pooni	Audit & Governance Manager (Secretariat)
Summary of Action Points
External audit update
Saba Pooni to ensure time is allocated to discuss the internal audit programme for 2015-16 and feed in the output from the SCS strategic risk meeting, planned for January 2015.
Interim governance statement
Members asked that the Committee is made aware of any major recommendations made by the Education Select Committee or Public Accounts Committee.
Annual Report and Accounts timetable
Nick Jackson/John Roberts agreed to speak with David Hoare, Ofsted Chair to talk through the proposed governance arrangements for Ofsted Board approval of the Annual Report and Accounts.  
Chairman’s introduction, declarations of interest and minutes and matters 	arising
John Roberts opened the meeting and welcomed members and Liz Fox the NAO's Audit Manager to her first meeting. Apologies were noted from Sir Michael Wilshaw, HMCI, Andy Palmer, Ofsted Board member, Matthew Coffey, Chief Operating Officer, and Neil Greenwood Director, Strategy.
There were no declarations of interest.  
Members noted the action log and accepted the minutes as an accurate record of the Audit Committee meeting held on 24 September 2014 June 2014.
Report from Chair and Members
Nothing to report.
External Audit update
Members noted the NAO's proposed financial statement audit approach for Ofsted for the year ending 31 March 2015. They noted the NAO's assessment of the risks of material misstatement to the financial statements and that managements responses to these risks are adequate.  The two key areas identified are:
· Risk of fraud from management override of controls - the NAO will review the design and implementation of Ofsted's controls around the creation and approval of journals, review of estimates and approval of any new significant or unusual transaction; and
· Risk of fraud in revenue recognition - this was considered not to be a material risk within Ofsted's financial statements due to the nature of income received and the materiality level applied.
As part of the NAO's planning activities they have highlighted two matters whilst not representing significant risks of material misstatement for 2014-15, it will be kept in view, these are:
· Fruitless payments; and
· Changes to inspection services and the future operating model (FOM).
Members noted that the risk of fraud is a generic risk across all departments and confirmed there were no suspected fraud cases.  The Committee is given assurance through various reports issued by the Finance Director and Chief Operating Officer such as the finance report, risk report, annual information assurance report (which includes cyber security) and assurance certificates.
Members noted the NAO's recently published audit reports, these include:
· 16 to 18 year old participation in education and training (published September 2014); 
· Oversight and intervention in academies and maintained schools (published October 2014); and
· Oversight - comparing inspection regimes (awaiting publication).
Members noted that earlier sight of planned studies helps to engage with key staff from Ofsted in a timely way.
Members noted the Children in Care study is due to be published on 27 November.  The NAO have worked closely with the Chief Operating Officer on the key findings. A Public Accounts Committee is likely to be held but no date has been confirmed.
Members noted a briefing note on cyber security issues that the Committee can use to help inform its consideration of cyber risk and information assurance. A key point is to ensure that controls in place are proportionate to risk and not over complicated. 
Members discussed the longer term view in terms of affordability and challenges ahead. They agreed that as part of setting the internal audit programme for 2015-16, to have a detailed discussion in key areas of the organisation that require assurance.  Members noted that Senior Civil Service (SCS) members will meet in January 2015 to discuss the strategic risks facing the organisation.  Members agreed that the end of year governance statement should reflect any potential risks and changes ahead. Action 1: Saba Pooni to ensure time is allocated to discuss the internal audit programme for 2015-16 and feed in the output from the SCS strategic risk meeting, planned for January 2015. 
Interim Governance Statement
Members noted the interim governance statement which provides an opportunity to formally assess the effectiveness of Ofsted's governance arrangements in light of the risks and opportunities the organisation is currently facing. The following comments were made:
· Paragraph 64 - amend narrative to reflect the Commissioning Assurance and Quality Committee's focus on FOM;
· Paragraph 46 - members noted recommendations made by the Education Select Committee are effectively actioned by management and not necessarily brought to the attention of the Committee. Add further context for clarification. Action 2: Members asked that the Committee is made aware of any major recommendations made by the Education Select Committee or Public Accounts Committee. 
· Paragraph 11 - provide more context to the work of the Committee;
· Paragraph 51 - add minutes of the Committee are routinely sent to Ofsted Board for information;
· Paragraph 55 Capacity to handle risk and change - to add an introductory paragraph to explain the context in which we operate.
Members thanked Louise Grainger and her team for the good work in producing a well written statement.
Annual Report and Accounts timetable 
Members agreed the proposed timetable for laying its audited Annual Report and Accounts for 2014-15 in the House of Commons. They asked that Ofsted Board members are made aware of the timetable and process.  Action 3: Nick Jackson/John Roberts agreed to speak with David Hoare, Ofsted Chair to talk through the proposed governance arrangements for Ofsted Board approval of the Annual Report and Accounts. 
Internal Audit update 
Morag Childs summarised the progress in delivering the 2014-15 internal audit plan.
Since the last Audit and Risk Assurance Committee meeting on 24 September 2014, Deloitte's have issued two final reports which are presented separately under item 7. The following changes in the timing of the delivery of the audit plan were agreed by members:
· Compliance, Investigation and Enforcement (CIE) follow-up scope included both a follow-up element and consideration of the design effectiveness of the management of the Early Years complaints process. The two phases are to be separated into two audits. 
· The follow-up audit work on expenses management actions was planned for November 2014. The updated business expenses policy and guidance was published at the end of October 2014. This audit has been postponed to January 2015. 
Issued Internal Audit reports
Martin Lewis reported that internal audit had completed and issued final reports for the following audits as part of the 2014-15 Internal Audit plan:
· Management information; and
· Core financial controls
Management information - the objective of this internal audit was to provide an independent assessment of the adequacy and effectiveness of key controls in respect of the definition, preparation and reporting of management information within Ofsted. Management information, for the purposes of this audit, was defined as that relating to: inspection quality assurance; inspection delivery; and resource utilisation and capacity. The audit opinion was given as 'partial' and as a result four medium and eight low priority recommendations were made to improve processes and to strengthen the control environment.
Core financial controls - The objective of this internal audit was to provide independent assurance to Ofsted’s Accounting Officer that Ofsted have adequate and effective procedures and controls in place for financial processing and management of Accounts Payable, Accounts Receivable, Treasury, Payroll and the General Ledger. The audit opinion was given 'substantial' assurance and as a result two medium and four low priority recommendations were made.
Members raised a generic point and asked that the core financial controls recommendations which mainly involved manual input were completed before January 2015.
Management agreed to continue to monitor and improve P2P compliance.
Progress against Audit Recommendations Report
Members noted the progress made up to September 2014 in addressing audit findings and noted the 3 recommendations that had passed their original completion dates.  
Members noted assurance that all recommendations agreed to be completed by end of November will be done, except for the declaration of interest process which will be completed by January 2015.
Strategic Risk Report
Members noted the revised format of the strategic risk report for the end of quarter two. The format had been revised and lengthy narrative replaced with pictorial information focusing on when the risks will materialise, size and the nature of each risk.
Members were pleased to see the risk register linked closely with Ofsted's strategic priorities. They also agreed the use of pictorial information was useful; however a timeline similar to that used other government departments would be beneficial to view risks over a period of time. 
Members found the executive summary beneficial, however in future the Committee would only like to view those executive risks that management would identity as a need for discussion. 
To ensure the strategic risk register is accurate and that the risks remain contemporary, a strategic risk workshop has been scheduled in January 2015 as part of the SCS engagement event, where they will consider the key threats to Ofsted's strategic priorities.
Operational Performance Report
Members noted the operational performance report for September 2014 and noted the dashboards for national and regional performance.
Members noted that workforce capacity continued to be an issue throughout the regions, however the Committee were assured that the Operations Executive Board (OEB) have full control of this.  The Chair agreed to share an update at the next Ofsted Board meeting.
Quarterly Contract Monitoring report
The Committee noted an update on Ofsted’s contracting activity during the period 1 July 2014 to 30 September 2014, focussing on contracts of major concern to the organisation for its operation and delivery.
Members noted two instances of single tender action in the reporting period.   This was a defined piece of specialist work for the framework for inspection of defence recovery capability and executive coaching for OEB.
Members noted the past unsatisfactory performance of Midland Software was reported as satisfactory following replacement of their account manager. Management confirmed a more responsive experience. 
Finance Report
Members noted the position at the end of period 6 which reported an underspend. Close attention will continue to be paid to the emerging underspend position. Should it continue to increase, OEB may need to consider whether there are opportunities to allow a limited number of high priority and currently unfunded projects to go ahead if value for money and strategic fit cases can be made.
Any other business
The next Audit Committee meeting will take place at 10.30 on Thursday 12 March 2015, in Aviation House room 802.
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