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Disclaimer:

We have prepared this report solely for the use of the Highways England and its
Accounting Officer following an audit conducted at a point in time and it was not written for
any other purpose. Therefore, we take no responsibility for any reliance that a third party
may place on it. Where this report has been made available to a third party, it is on the
understanding that the third party will use the report only for the purpose agreed and will
not distribute it or any of the information contained in it outside of the third party.
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Introduction & Background

Objective

1. The objective of this review was to provide independent assurance to the Accounting
Officer that effective action had been taken to address the weaknesses raised in a
number of our previous contract assurance reviews in Procurement, Finance and
Business Service and NDD Central. Our results demonstrate or identify where risk
management, control and governance processes are well established or require
improvement throughout the Commercial and Procurement, Finance and Business
Services and Operations directorate’s supply chain and regional teams. From our work
we have re-assessed processes and activity in relation to agreed actions to understand
whether our intervention has resulted in reducing the risk exposure for the company or
if further action is required.

Scope

2. We evaluated whether Highways England has effective processes in place to
implement actions identified as a result of our previous work. The topics covered were
Green Claims,

3. Our audit activity focused on the Highways England central teams from Operations,
General Counsel, Commercial & Procurement, Safety, Engineering and Standards and
Finance and Business Services.

4. The audit specifically considered the effectiveness of Highways England teams in
implementing actions identified as a result of previous CAR reports.

Agreement of scope

5. The scope and approach of this review has been agreed with the Director of
Operations Transition Directorate, and the Business Finance Director. The full terms of
reference for this review are available on request.

About this report

6. This report presents our audit findings, which are based upon interviews with key staff
and a review of all supporting documentation to determine if previous findings are
closed down effectively. Testing was completed on actions to ensure that original risks
identified were fully mitigated.

7. The report is an exception report. It addresses those areas where action is needed to
strengthen control. We also aim to highlight examples of particularly good practice or
innovation where we have observed it during our work. The absence of comment on a
particular scope area means that, within the defined scope and time of our review, we
found that controls were operating effectively.
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Audit Opinion

Overall opinion

Moderate

We evidenced significant improvement in the green claims processes. These have
enabled the regions to review final costs more effectively and should reduce the
frequency of challenge to insurance claims.

|l

* Audit Opinion definitions can be found at Appendix A.
Opinion rating of audit areas under review

Audit subject Original rating gmﬁfﬁsg?:\tnew

A Green Claims
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Summary of Findings by Terms of Reference Activity

Assessment

| Key Findings

Issues

|

M
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Observations

!

Green Claims

12.We can confirm that there has been significant improvement in the green claims
processes resulting in improved guidance, communications and co-ordination. This
allows the regions to review the final costs more effectively and should reduce the
frequency of challenge to insurance claims. We noted that the NDD Central action to
review the Annex 19 reporting (which defines what reporting is available to Highways
England to request from the service provider) is still open. Currently, the reporting
requirements are inconsistent across all contracts and the action was for NDD Central
to review the reporting and identify what, if any, information is actually required to
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'MANAGEMENT ACTION PLAN

Related scope line:
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Appendix A - Categorisation of Audit Opinions and Findings

Audit Opinions

Opinion Explanation

The governance, risk management and control framework is well
established, working effectively and provides reasonable assurance that
risks are being managed appropriately and that objectives will be met.

Some improvements are required to enhance the governance, risk
management and control framework. The framework is considered to be
Moderate adequate and effective and provides reasonable assurance that risks are
being managed appropriately and that objectives will be met.

| There are significant weaknesses in the governance, risk management
~ Limited | and control framework and it is unlikely to provide reasonable assurance
- | thatrisks are being managed appropriately and that objectives will be met.

There are fundamental weaknesses in the governance, risk management
and control framework and it is unlikely to provide any assurance that risks
are being managed appropriately and that objectives will be met.

Audit Findings and Corrective Action: Definitions of Priorities

Priority Explanation

Minor weakness in control which expose the Accounting Officer / Director
to relatively low risk of loss or exposure.

Significant weaknesses in control, which, although not fundamental,

expose the Accounting Officer / Director to a risk of loss, exposure or poor
value for money.

Fundamental weaknesses in control which expose the Accounting Officer
/ Director to high risk or significant loss or exposure in terms of failure to
achieve key objectives, impropriety or fraud.
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