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Secretary of State Statement on Electronic Monitoring Contracts

The Secretary of State for Justice, Chris Grayling, has today updated Parliament about the status of the prison competitions for Northumberland and South Yorkshire as well as the initial findings of an audit into the contracts being operated for electronic monitoring (EM) services.

My letter to you on May 17 outlined that an audit into the contracts being operated for electronic monitoring (EM) services in the community had started after apparent anomalies were identified with the billing practices of the current contractors, G4S and Serco.  
An independent audit team was appointed and has identified that overcharging estimated to be within the low tens of millions of pounds in total, for both companies, has taken place since 2005. It has also identified weaknesses in the way the contracts were managed by NOMS.
As a result, the Secretary of State has announced that:
· The independent audit will now extend to the operational, accounting and communication systems within Serco, who have agreed to cooperate and give the auditors unfettered access to their systems;

· G4S has not agreed to cooperate with the audit and has been referred by the Secretary of State to the Serious Fraud Office to consider whether an investigation by them is appropriate;

· Separate audits will now commence for all contracts the MoJ has with G4S and Serco, and of other major contracts with other suppliers;

· No new contracts will be awarded to Serco until their audits have been completed satisfactorily; the position with G4S will need to await the outcome of the Serious Fraud Office referral;

· Serco has withdrawn from the re-competition of the EM contracts. The Secretary of State has started a formal process to determine whether G4S should be excluded from the EM competition; 
· Serco has also given assurances that any money that has been overcharged will be repaid; 
· The leading bidder for the South Yorkshire prisons is Serco. The award of the contract will be delayed until the audit process has been completed satisfactorily. This is expected to take three months to complete;

· An urgent review will be carried out into the way NOMS and the Ministry of Justice manage contracts, including an investigation into the contract management of the current EM contracts;
· Work that is underway for new houseblocks at Parc, which is run by G4S, and Thameside, which is operated by Serco, will continue as it is an essential part of the estate modernisation strategy; 

· The competition for HMP Northumberland has been completed, with the contract awarded to Sodexo.

NOMS is committed to learning the necessary lessons from our management of these contracts since 2005, and ensuring that all existing and future contracts are robustly managed to ensure we retain the confidence of Ministers and the public.
I have attached a copy of the Secretary of State’s statement to this email.
Michael Spurr

NOMS Chief Executive Officer 
