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Dear Ms Marra 
 
MAINTAINING SCOTLAND'S ROADS: A FOLLOW-UP REPORT 
 
The Public Audit and Post-Legislative Scrutiny Committee considered the joint Accounts 
Commission/Auditor General report Maintaining Scotland's roads: A follow-up report at its meeting of 24 
November 2016. At the meeting, we undertook to provide further information on two issues raised: 
 

 The performance of individual trunk road operating companies 
 

 Investigation into allegations made against BEAR Scotland Ltd (North East area). 
 

The performance of individual trunk road operating companies 
 

Prior to June 2015, four operating companies provided trunk roads maintenance in Scotland, 
organised into four geographical areas. A fifth operating company began operations in June 2015 
when responsibility for maintaining the Forth Road Bridge and adjacent trunk road network was 
transferred from the Forth Estuary Transport Authority to Transport Scotland.  
 
Transport Scotland evaluates the quality of trunk road maintenance through the Performance Audit 
Group (PAGplus), which comprises the following organisations: 
 

 CH2M HILL - a global engineering company that provides consulting, design, construction, and 
operations services. 
 

 Pricewaterhouse Coopers - an international accountancy and consultancy company. 
 

 URS - a firm providing professional engineering, consulting and project management services for 
infrastructure projects, owned by AECOM. 

 
PAGplus's role is to audit, monitor and report on the financial, technical and performance aspects of the 
operating companies to ensure standards are being met. It assesses the performance of operating 
companies using a number of criteria agreed with Transport Scotland (listed at Annex 1). Each of the criteria 
is assessed on a scale ranging from 'excellent' through to 'very poor'.  
 
PAGplus's annual assessments of the performance of individual operating companies are available on its 
website. It published its most recent annual report, for 2015/16, in December 2016. For illustration purposes, 
Annex 2 of this letter provides a summary of the performance of each operating company against the 
assessment criteria in 2014/15 and 2015/16. This shows that, in both 2014/15 and 2015/16, the North East 
area had the highest proportion of performance areas assessed as 'excellent' or 'good'. The North West and 
South West areas were the only ones with performance areas assessed as 'very poor' in 2014/15, although 
all four geographic areas had at least one performance area assessed as 'very poor' in 2015/16. Overall, 
there was a decline in the percentage of areas assessed as 'excellent' or 'good' in three of the four 
geographic areas between 2014/15 and 2015/16. 

 

http://www.performanceauditgroup.co.uk/faq.htm#ocs
http://www.performanceauditgroup.co.uk/pag_rep.htm
http://www.performanceauditgroup.co.uk/Downloads/pagrep16.pdf


Providing services to the Auditor General for Scotland and the Accounts Commission 

 

During the meeting of 24 November 2016, there was discussion around the extent to which financial 
performance was taken into account when the performance of operating companies is assessed. As you will 
see from Annex 1, PAGplus assesses financial performance using five criteria, which is reported in chapter 5 
of its annual report. The results for 2014/15 show that there were no instances of financial performance 
being assessed as 'very poor', although two geographic areas had individual performance criteria assessed 
as 'poor': the North West area because there were instances where actual spend exceeded the value of 
orders placed; and the South West area because there were instances of the operating company failing to 
comply with the agreed claim notification process.  
 
Similarly, there were no instances of financial performance being assessed as 'very poor' in 2015/16. 
However, the North West, South West and North East areas were assessed as 'poor' in respect of claims 
not complying with the agreed notification process. 
 
Investigation into allegations made against BEAR Scotland Ltd (North East area) 
 
In early 2015, former employees made a total of 26 allegations concerning BEAR's performance in the North 
East area. The allegations were centred mainly on works delivered from BEAR's Dundee Depot and 
comprised: 
 

 Six allegations relating to Category 2 patching works 
 

 Three allegations relating to gullies 
 

 17 allegations relating to various other matters, including Category 1 defects, health and safety, 
cats' eyes and signs and poles. 

 
In response to these allegations, and to expand upon PAG's initial investigations, Transport Scotland 
instructed PAGplus to undertake further investigatory work to determine what evidence, if any, existed to 
support the allegations made. Given the nature of the allegations and resulting press commentary, PAGplus 
enlisted PwC Forensic and Audit specialists to support the investigations. 
 
The outcome of PAGplus's investigations was as follows: 
 

 For seven of the allegations, PAGplus determined that no further action was required. PAG was 
satisfied that the allegations were unsubstantiated. 
 

 For two of the allegations, PAGplus considered that further information was required from 
BEAR's former employees. As this was not provided, PAG did not undertake any further 
investigation of these allegations. 
 

 For six of the allegations, Transport Scotland and PAGplus considered that PAGplus should not 
undertake further work as these were internal issues for BEAR to investigate. 
 

For the remaining 11 allegations, PAGplus's investigations determined that there was no systematic 
fraud perpetrated by BEAR in the delivery of the North East area contract. Transport Scotland 
subsequently shared PAGplus's report with Police Scotland who confirmed that it was content that a 
thorough investigation had been conducted and that there was no evidence that any criminal activity 
had taken place. 
 
However, PAGplus identified a number of issues associated with the remaining 11 allegations which, 
when reviewed collectively, demonstrated significant failings in the following areas: 
 

 Work being done that was incorrectly documented and inaccurately recorded by BEAR 
 

 BEAR charging for work that was not undertaken and, to a lesser extent, not charging for work 
which it did undertake. 
 

 The controls which BEAR should have to deliver the contracts were either not in place or were 
not properly enforced by it. 
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Based on its work in the North East area and other work in the other three geographic areas which focused 
on patching operations, PAGplus concluded that, overall, Transport Scotland paid BEAR £280,000 which 
was not fully justified. This can be broken down as: 
 

 £255,000 in respect of patching operations 
 

 £12,000 in respect of gully replacement 
 

 £13,000 in respect of clearing of sidings. 
 

Having reflected on our discussion on 24 November 2016, and discussed the matter with Caroline 
Gardner, we do not consider that a full audit of the performance of operating companies would be 
best use of our finite resources. It strikes us that the existence of PAGplus provides the basis of a 
robust system of internal control over the operating companies. Similarly, Transport Scotland acted 
appropriately when it received the allegations concerning BEAR. 
 
I am aware that Transport Scotland has taken a number of actions in response to the allegations and 
the resulting PAGplus investigation. For example, Transport Scotland has provided operating 
companies with additional guidance on the level of data that is required to be gathered during the 
preparation and delivery of patching operations. It also commissioned Internal Audit to review its 
systems and internal controls over the management of trunk road operating contracts. 
 
There might, be value, as Graeme Greenhill suggested, in carrying out limited additional audit work as 
part of the annual financial audit of Transport Scotland. I expect Graeme will wish to agree the detail 
of this work with Transport Scotland but I would imagine that it could consider areas such as: 
 

 How Transport Scotland has assured itself that similar process failings have not occurred in the 
other trunk roads maintenance operating contracts. 
 

 What action did Transport Scotland take in response to the findings of the PAGplus investigation, 
and how has it confirmed that operating companies have implemented any additional guidance 
issued. 
 

 How is Transport Scotland addressing any areas of under-performance in the delivery of trunk 
road maintenance operations. 
 

We would aim to report the results of any audit activity through the annual audit report on Transport 
Scotland's 2016/17 accounts. This would normally be published in August 2017. 

 
I trust this response is helpful to you. 
 
Yours sincerely 

 
Fraser McKinlay 
Director, Performance Audit and Best Value  
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Annex 1 
 

Trunk Road Operating Contracts Performance Assessment Criteria 
 
Management of Service 

 Network reliability 

 Coordinating roadworks  

 Availability of the network for road users  

 Scottish Road Works Register 

 Abnormal loads  

  High loads  
 

 Network inspections 

 Safety inspections and patrols  

 Detailed inspections – roads  

 Inspecting structures  
 

 Inventory management 

 Routine maintenance and management system / function  

 Structures management system 

  Electrical assets 
 

 Traffic management 

 Sustainability 
 

Delivery of service 

 Cyclic maintenance  
 

 Reactive maintenance  

 Category 1 defects  

 Incident response 

 Winter 
 

 Planned maintenance  

 Statements of intent audit  

 Roads  

 Structures  
 

 Works contracts  
 

Quality of service  

 Management systems  

 Continuous improvement 
 

Value of service  

 Financial spend 

 Budget, orders and spend  
 

 Financial management  

 Submission of financial information  

 General financial management 
 

 Commercial matters  

 Measurement issues  

 Claims 
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Annex 2 
 

Summary of Trunk Roads Operating Companies' Performance  

 

        2014/15 
 

 
 
2015/16 

 

 
 
Note: A small number of performance areas are assessed as N/A because no issues arose during the 
year. For example, one of the performance criteria is the number of winter related road closures over 
four hours in duration. There was no such road closures over the trunk road network in 2014/15 and 
2015/16. 
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