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PUBLIC AUDIT AND POST-LEGISLATIVE SCRUTINY COMMITTEE 
 

AGENDA 
 

2nd Meeting, 2017 (Session 5) 
 

Thursday 19 January 2017 
 
The Committee will meet at 9.00 am in the David Livingstone Room (CR6). 
 
1. Decision on taking business in private: The Committee will decide whether 

to take item 3 in private. 
 
2. Maintaining Scotland's Roads: A follow-up report: The Committee will take 

evidence on the joint Accounts Commission and Auditor General for Scotland 
report entitled "Maintaining Scotland's roads: A follow-up report" from— 

 
Liz Ditchburn, Director-General Economy, Scottish Government; 
 
Roy Brannen, Chief Executive, Hugh Gillies, Director of Trunk Roads and 
Bus Operations, and Donald Morrison, Head of Asset Management and 
Procurement, Transport Scotland; 
 
Colin Mair, Chair, Roads Collaboration Board. 
 

3. Maintaining Scotland's Roads: A follow-up report: The Committee will 
consider the evidence received at agenda item 2 and take further evidence 
from— 

 
Fraser McKinlay, Controller of Audit, Graeme Greenhill, Senior Manager, 
and Shelagh Stewart, Audit Manager, Audit Scotland. 
 

 
Terry Shevlin 

Clerk to the Public Audit and Post-legislative Scrutiny Committee 
Room T3.60 
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Edinburgh 

Tel: 0131 348 5390 
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Public Audit and Post-legislative Scrutiny Committee 

2nd Meeting, 2017 (Session 5), Thursday 19 January 2017 

Maintaining Scotland’s Roads: a follow-up report 

Written submissions 

Background 

1. At its meeting on 24 November 2016, the Committee took evidence from Audit 
Scotland on the above report. The Committee then agreed to invite oral 
evidence from the Scottish Government, Transport Scotland and the Chair of 
the Roads Collaboration Programme Board at a future meeting. 

Written submissions 

2. Two written submissions have been received for the oral evidence session. 
These are attached as Annexes below: 

 Annexe A, page 3, is a written submission from the Roads 
Collaboration Programme Board Chair1; and 

 Annexe B, page 9, is a response from Audit Scotland covering some 
points made in the previous evidence session. 

3. In the invitation letter to each organisation, it was stated the Committee would 
be interested in discussing the following issues: 

 how effectively Transport Scotland monitors the performance of the 
operating companies, particularly BEAR Scotland;  

 the reasons why – as suggested in paragraph 45 of the audit report – 
Scotland’s roads are not in as good a condition as in the rest of the UK 
and other similar countries; 

 the success of any efforts to achieve efficiencies in the cost of 
materials (see paragraph 12 of the audit report) and how relevant 
bodies are seeking to avoid possible duplication with the Scottish 
Roads Research Board (see paragraph 78 of the audit report); 

 the efficiency of local authorities’ spending on roads, and how their 
performance is taken into account by the Scottish Government when it 
considers future funding allocations to local authorities; 

 how to speed up progress on shared services for roads maintenance 
and collaboration amongst roads authorities (paragraph 83 onwards of 
the audit report). 

4. Transport Scotland and the Scottish Government were invited to provide a 
written submission on the above points if they wished to do so. Instead, 

                                                            
1 The response contains the following acronyms:  APSE (Association of Public Service Excellence) 
and SCOTS (Society of Chief Officers of Transportation Scotland). 
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Transport Scotland and the Scottish Government re-sent a copy of their initial 
joint response to the audit report, which was part of the Committee papers on 
24 November. This is reproduced in Annexe C, page 14, for members’ 
information. 

Terry Shevlin 

Clerk to the Public Audit and Post-legislative Scrutiny Committee
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Annexe A: Written submission from the Roads Collaboration Programme 
Board Chair 

Introduction and context 
 
The Roads Collaboration Programme Board welcomes the Audit Scotland Report, 
and the opportunity given to contribute to its findings. The Report has recognised the 
achievements of the Programme in recent years, including the ongoing development 
of new governance arrangements in six cluster areas, the national workforce review 
which is nearing completion, and the range of collaborative activities between 
Councils now being developed.  
 
This review was undertaken of the roads sector in isolation from the wider local 
government context and the clear (and agreed) position on prioritisation of health, 
care and education services by national and local government, and the 
consequential de-prioritisation of all other services. 
 
This prioritisation of certain service areas plus other committed expenditure, means 
that local government have to make the bulk of savings over only 30% of their 
remaining budgets. A 3% overall saving will result in about a 9% per annum 
reduction for those ‘non priority’ services. Unless there is substantial change in 
economic or fiscal circumstances, this trend is likely to continue across the next 3-5 
years. It is therefore highly likely that further reduction in roads funding of 25%+ will 
be required if current priority services remain protected.  
 
The appended charts (Figures 1 & 2) illustrate the reduction in spend on the local 
road network in the past 5 years and 25 years respectively. They illustrate both the 
scale of recent pressures but also the very long term trend of declining real 
expenditure levels that roads services have experienced. This coincides with the 
growth of spending on social care over the same period. This has created issues of 
capacity and resilience across the system, currently and for the future 
 
The road network, and maintenance demands, change and increase continually. An 
additional 513km of road was added to the public network between 2012 and 2015 
(0.98% increase). Overall traffic has grown 4.9% in the past 10 years. Digital retail 
and logistics are transforming road transport requirements, vehicle scale, and wear 
and tear on roads. The major utility companies have significant improvement 
programmes affecting road assets all around the country, and again, creating and 
renewing digital infrastructure impacts on maintenance demands.  
 
Audit Scotland noted the disparity between the expenditure on local and trunk roads, 
with Councils spending on average around £4,935/km per annum and Transport 
Scotland spending some £47,000/km in 2014/15. They also note that some 40% of 
the total roads budget was spent on the strategic trunk road network which is 6% of 
the whole network length, whilst noting that over 35% of traffic uses the trunk roads, 
including over 60% of HGV. 
 
Response to questions from previous Committee meeting 
 
Transport Scotland will respond to the first three questions. However, whilst question 
3 refers to the trunk road network, it is worth noting that SCOTS undertake annual 
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cost benchmarking on behalf of its member local authorities, in conjunction with 
APSE. In addition, all local roads authorities have available to them a suite of 
national road-related contracts and frameworks managed by Scotland Excel. 
 
In relation to Q4, current benchmarking data does not as yet show lower costs or 
better outcomes in shared roads services, but they do create a framework for 
resilience and economies of skill and scale given forward budget pressures. 
Assuming potential reductions across the next five years in the 25% plus range, 33 
completely self-standing roads authorities in Scotland is almost certainly an 
unsustainable model for roads management and maintenance of the roads network. 
That said, if efficiency is measured by financial input in relation to outputs, then 
roads authorities have undoubtedly been increasingly efficient in recent years based 
on the road condition being relatively stable whilst spend has reduced significantly. 
 
In relation to local roads, the use of a single national corporate indicator (Road 
Condition Index) for roads does not tell the whole story about road asset condition 
and performance. This does not record the condition and performance of related 
assets such as street lighting and bridges for which indicators were previously 
recorded and published. These measures will be re-considered and reinstated to 
provide a more holistic view of network condition.  This would allow more robust 
asset management and should include more intelligent use of an appropriate road 
classification hierarchy(s) to improve decision-making on short to long-term 
investment priorities based on whole-life principles. 
 
Allocation of grant for roads is currently based on road length not efficiency.  Local 
road funding is allocated to 32 Councils for individual decision-making on local 
priorities. The increasing frequency and severity of climatic change is now resulting 
in additional resource pressures and challenging the integrity of many road-related 
assets. The relatively mild winters since 2011 have to an extent balanced the cost 
impact of this. 
 
The surface of the local road network, particularly in urban areas is undoubtedly 
deteriorating as evidenced by public perception and surveys by organisations such 
as the AA and RAC. In recognition of concerns over local road condition in England, 
the UK Government Chancellor has chosen to invest in the local roads network in 
England.  A similar allocation to Scotland’s local roads would be timely. 
 
Improved efficiency will also come from better national and local collaboration on 
procurement, including opportunities for combining resources within the context of 
the trunk road operating contracts. Early discussions between SCOTS and Transport 
Scotland are encouraging, identifying opportunities for longer term collaboration 
between local and trunk road management, including within the next round of trunk 
road contracts from 2020. 
 
In response to question 5, the RCP has developed an approach to forming legal 
governance arrangements to provide legitimacy and oversight to a wide spectrum of 
collaborative activity. Whilst it has taken time to reach this stage, it has avoided the 
need for lengthy individual approval processes and multiple political governance 
arrangements. This approach has sought to balance the pace of change to realise 
the benefits at local and cluster level against the quality and longevity of the new 
collaborative service models.  
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This early engagement with local elected members is providing a sound base for 
future sharing but the extent and complexity of political decision-making across so 
many organisations makes change slow to achieve. This is further exacerbated by 
budget and staff reductions making it hard to put resource into new developments 
whilst maintaining and managing ongoing planned programmes and day to day 
reactive work. The development of collaborative activity requires capacity from 
senior experienced staff, at a time when overall capacity is reducing in most 
Councils, providing no slack in resources to use for new development work. In many 
cases internal consolidation and integration of services within Councils is taking 
precedent over external collaborations. 
 
The national Roads Workforce Review in 2016 confirmed increasing pressure on the 
resilience of the local roads authorities’ workforce, including ageing staff profile 
(average age 48), loss of specialist skills and expertise, high senior and specialist 
staff turnover and limited succession planning, and increasing single points of failure. 
Collaborative action on workforce planning and development is underway in line with 
the forthcoming national Roads Workforce Development Plan.  
 
Each roads authority, whilst delivering a broadly similar overall roads service, has 
had a different approach to making their necessary corporate savings, including 
internal service integration, reduction in aspects of service, restructuring of staff etc. 
They are also at quite different points in their cyclical investment programmes (see 
Figure 3). This has a resulted in a different starting point for each authority in terms 
of voluntary collaborative development.  The pace of such voluntary partnerships will 
inevitably be set by the slowest or least engaged partner. 
 
Local authorities and Transport Scotland are beginning to develop a range of 
collaborative activities, but implementation of real change and realisation of 
significant cost benefits remain some time off.   
 
The separation of roads from other national reviews across the public sector, for 
example in Transportation,  the Enterprise Review and the Planning Review has the 
potential to miss opportunities for synergies and joint benefits. It also creates the risk 
that a multiplicity of fragmented regional vehicles will be created for related 
purposes, adding to complexity and cost.  Roads should not be considered in 
isolation from other public services, particularly given the vital role of the road 
network as the key economic infrastructure and a core plank of transport strategy. 
 
Few senior roads professionals believe that having 33 roads authorities is a 
sustainable model. Prior to 1996, roads were organised at county or regional level 
across the post war period. It is widely accepted that a lower number of roads bodies 
is required with the ability to combine the local and national (strategic) interests in an 
intelligent way. Ideas for statutory regional Joint Boards, with integrated 
responsibility for local and national roads have been aired and explored. Given the 
Scottish Government commitment to a review of Local Government in the delivery 
plan, the expectation is that change will take place, and that in itself may slow down 
the pace of change locally. Local and national Government, with their shared 
responsibility for Scotland’s roads, should now take this opportunity to explore the 
potential benefits of statutory change. This could usefully be linked to the opportunity 
for improved funding and investment.   
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Figure 1 – 5 year spend profile 
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Figure 2 – 25 yea
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Figure 3 – Gross expenditure per council (£000s) 

Road and winter 
maintenance ‐ 
gross 
expenditure 
2010‐11

Road and winter 
maintenance ‐ 
gross 
expenditure 
2011‐12

Road and winter 
maintenance ‐ 
gross 
expenditure 
2012‐13

Road and winter 
maintenance ‐ 
gross 
expenditure 
2013‐14

Road and winter 
maintenance ‐ 
gross 
expenditure 
2014‐15

Road and winter 
maintenance ‐ 
gross 
expenditure 
2015‐16

Aberdeen City 27567 21726 19744 30169 40084 52890

Aberdeenshire 41169 39670 42659 45894 43785 54565

Angus 16529 17257 19425 14510 12996 14625

Argyll & Bute 23662 22752 21512 20606 20965 15122

Clackmannanshire 3569 3061 5021 4403 4892 5053

Dumfries & Galloway 20844 19704 21050 19549 18809 8482

Dundee City 18602 21820 23951 19459 22171 15533

East Ayrshire 14652 15347 12573 12386 14391 14292

East Dunbartonshire 26085 12712 13809 8948 8902 14502

East Lothian 16964 23023 19305 17626 17794 15444

East Renfrewshire 14859 10436 10217 9350 7085 8240

Edinburgh City 45879 48559 43201 43426 32635 38291

Eilean Siar 10615 8233 7541 7421 7386 6842

Falkirk 13232 11302 13597 17889 10766 5118

Fife 43098 40315 43893 39029 35273 37549

Glasgow City 72413 56247 42180 35129 24900 13446

Highland 45892 45428 40864 38676 32067 46379

Inverclyde 6754 7602 10727 9652 10204 12321

Midlothian 10400 7343 10910 10364 11179 10563

Moray 12484 11815 14322 15898 13957 16570

North Ayrshire 13303 12019 13446 14240 10930 13864

North Lanarkshire 33643 28603 26899 23895 22934 22797

Orkney Islands 5055 4445 3330 4080 3022 2248

Perth & Kinross 20063 18533 18185 19569 18556 18847

Renfrewshire 14549 10972 12947 12041 9271 11547

Scottish Borders 20774 12538 16127 16563 15188 19959

Shetland Islands 9942 13747 5621 4698 5018 6763

South Ayrshire 12776 13783 7557 5978 5609 6498

South Lanarkshire 57478 40558 37333 31616 30086 34307

Stirling 15409 17330 17250 12831 16889 12079

West Dunbartonshire 14941 15186 13289 11132 8002 12035

West Lothian 18729 15338 15661 15244 13081 13727

Scotland 724110 343255 625758 594293 548830 585723
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Providing services to the Auditor General for Scotland and the Accounts Commission 

 

 
4th Floor 
102 West Port 
Edinburgh  EH3 9DN 

T: 0131 625 1500 
E: info@audit-scotland.gov.uk 
www.audit-scotland.gov.uk 

 

   
    

 

Ms Jenny Marra MSP 
Convenor 
Public Audit and Post-Legislative Scrutiny Committee 
Scottish Parliament 
EDINBURGH 
EH99 1SP  

21 December 2016 

 
 
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. 

 

Annexe B PAPLS/S5/17/2/1
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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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Chief Executive’s Office 
 
Roy Brannen 
Buchanan House, 58 Port Dundas Road, Glasgow G4 0HF 
Direct Line: 0141 272 7110, Fax: 0141 272 7111 
chiefexecutive@transport.gov.scot 

  

Terry Shevlin 
Clerk to the Public Audit Committee 
Public Audit Committee 
Room T 3.60 
The Scottish Parliament 
Edinburgh 
EH99 1SP 
 

Date: 
12/10/2016 

 
Dear Mr Shevlin, 
 
Thank you for your letter dated 14th September 2016 inviting me to provide a brief response to 
the relevant parts of the report entitled “Maintaining Scotland’s roads: A follow-up report“, jointly 
published by the Auditor General for Scotland and the Accounts Commission on 4th August 
2016. We welcome the publication of the report and are giving the recommendations provided 
for Transport Scotland and Scottish Government careful consideration as we go forward with our 
stakeholders, as outlined in our responses below. I am also responding on behalf of Director 
General Economy, Liz Ditchburn further to your similar letter to her on 14th September 2016. 
 
Councils and Transport Scotland Recommendation 1: 

Ensure that they use their RAMPs to inform elected members and Scottish ministers of long-
term investment plans for maintaining roads that take in to account the whole-life costing of 
treatment options. 
 
Response: 
Transport Scotland’s latest Road Asset Management Plan (RAMP) published in January 2016, 
sets out what we do to deliver the best possible service with the resources available, and 
presents our long-term strategy for safely managing our assets in order to provide the required 
level of service while minimising whole life costs. Audit Scotland has acknowledged that the 
RAMP contains most of the good quality features in relation to the delivery of road maintenance 
activities, but we remain committed to continual improvement through our Asset Management 
Improvement Programme which delivers improvements on an on-going basis. Tasks currently 
include the refresh of our performance management framework used to monitor the 
performance of our maintenance activities across a wide range of criteria.  
 
We regularly undertake predictive modelling to estimate our future maintenance requirements 
over a number of years for differing levels of funding or different road condition targets. Two 
such scenarios covering a ten year period are presented publicly in the RAMP. In addition we 
communicate such information directly to Ministers as part of our ongoing engagement in 
relation to financial planning and overall management of transport. 
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Councils and Transport Scotland Recommendation 2: 
Ensure that the consequences of spending less than that necessary to maintain current road 
condition adequately features in budget-setting processes to allow elected members and 
Scottish ministers make informed choices which take account of competing demands and 
priorities. 
 
Response: 
As outlined in Response 1 above, Transport Scotland has developed robust long-term financial 
models which allow us to determine a number of long-term scenarios to understand both the 
budget required to achieve various condition targets, and the impact of different levels of 
investment on condition. These financial plans are communicated to Scottish Ministers as part of 
our ongoing engagement in relation to financial planning and overall management of transport. 
 
It is fully recognised that there are considerable pressures on public finances generally which 
impact on these financial plans. As a result we have developed maintenance strategies in order 
to make best use of available funds and ensure that the trunk road network remains safe and fit 
for purpose. 
 
Transport Scotland Recommendation 1: 
Make road condition information publicly available for the geographical areas of the trunk road 
network: North West, North East, South East and South West Scotland. 
 
Response: 
We have publically reported road condition information for the whole trunk road network in our 
Road Asset Management Plans (published in 2007 and 2016), and in Transport Scotland’s 
Scottish Transport Statistics publications annually since 2007. We accept the recommendation 
and will ensure that the condition information is also reported by geographical area in future 
publications. 
 
Transport Scotland Recommendation 2: 

Identify unit cost or other efficiency measures to evaluate the value for money provided by 
operating companies. 
 
Response: 
Trunk Road Operating Company contracts were first tendered in 1995 and have been improved 
and developed over time in line with international best practice to the current 4 th generation 
contracts. As part of the Efficient Government reporting we already compare the cost of carrying 
out Operating Company operations using the comparative rates from successive generations of 
contracts. This has demonstrated year on year financial savings which has allowed improved 
service levels to be delivered. The Audit Scotland report has properly recognised that through 
the competitive procurement process we have generated efficiency savings of approximately 
£42 million in the last three years from our trunk road operating contracts. 
 
We also have procedures, guidance and checks in place to ensure that roads structural 
maintenance schemes improve the condition of the trunk road network and offer best value for 
available funds. Our value management process includes a formal value for money assessment 
which considers the economic efficiency of all schemes and seeks to minimise the whole life 
costs.  
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We will continue to develop our Operating Company contracts to enhance the level of service 
being delivered. In addition to the auditing and monitoring of Operating Companies carried out 
by the independent Performance Audit Group, comprising CH2M and PricewaterhouseCoopers, 
we will continue to apply the suite of Key Performance Indicators (KPIs) contained within the 
Operating Company contracts to evaluate the service being provided. We will also continue to 
engage with other strategic road maintainers (e.g. Welsh Government and Highways England) 
to ascertain the comparative value being obtained from their service providers. 
 
We are also refreshing our Performance Management Framework which will provide a robust, 
transparent and repeatable process for recording, monitoring, analysing and reporting 
performance across a wide range of criteria, including Value for Money. Measures and targets 
will be developed to monitor performance and drive further improvement in our management 
and maintenance activities. This will be implemented during the next financial year. 
 
Transport Scotland Recommendation 3: 
Consider the overall trend in performance of operating companies and ensure it has appropriate 
mechanisms in place for addressing areas of poorer performance. 
 
Response: 
Transport Scotland has a number of measures already in place for addressing the performance 
of our Operating Companies. Through our contracts we measure performance against 19 
performance indicators, 20 monitoring indicators and 14 payment adjustment factors. In addition 
to the Performance Audit Group (PAG) independent report which annually reports on 46 areas 
of performance, PAG provides continuous reporting and feedback throughout the year to allow 
any performance issues to be addressed promptly.  
 
With the change from the 3rd Generation (3G) to 4th Generation (4G) contracts (North West and 
South West units in April 2013 and North East and South East units in August 2014) and the 
introduction of different companies in three out of four units, PAG and Transport Scotland have 
been working with the Operating Companies to closely monitor any areas of falling or poor 
performance. These areas are constantly being targeted to ensure that problems are identified 
and actions taken to improve performance. The latest PAG Annual Report confirms that the 
Trunk Road Operating Companies continue to provide the operation and maintenance of the 
Scottish trunk road network to a generally good standard with more than 84% of the 
performance areas examined found to be excellent, good or fair. 
 
We will ensure that PAG continue to direct their audit and monitoring activities to address any 
areas of poorer performance that have been identified, and we will also engage directly with the 
Operating Companies to improve performance. In addition we will continue to apply the various 
OC contract provisions as appropriate to address any specific areas of poor performance, for 
example remedial notices and deductions from monthly payments.  
 
 
 
Transport Scotland Recommendation 4: 
Fully take account of the needs of the existing trunk road network when considering the 
affordability of large-scale transport investments taken forward within the Scottish Government’s 
Infrastructure Investment Plan. 
 
Response: 
Investment decisions on major roads projects have been prioritised in accordance with the 
outcomes of the National Transport Strategy (NTS) and the Strategic Transport Projects Review 
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(STPR), and developed within the three tier approach of the investment hierarchy, which is first 
to maintain and safely operate existing assets, second to make better use of existing capacity 
and third, a targeted approach to infrastructure improvement. Business Case development for 
major road projects is undertaken in accordance with the HM Treasury Green Book and includes 
consideration of the future maintenance spend of an existing asset within the Economic Case. 
Design development work is undertaken in consultation with those responsible for maintaining 
the final asset. The primary aims are to ensure that the asset provides value for money over its 
lifecycle and is safe to maintain. 
 
We will continue to base our investment decisions on the robust business case and approval 
process set out above. In August 2016 we committed to undertaking a full review of the NTS. 
The review will set out transport policy across Scotland for the next 20 years and will inform an 
update to the Strategic Transport Projects Review (STPR). 
 
As outlined previously we will continue to engage with Ministers on trunk road maintenance 
requirements and highlight the effect that budgets will have on the trunk road maintenance 
backlog. As part of the Scottish Government’s recently announced economic stabilisation and 
stimulus plan, an additional £15 million was allocated in 2016-17 to improve the condition of the 
trunk road network within the current financial year. 
 
Transport Scotland Recommendation 5: 
Consider its future strategy for maintaining the trunk road network. The strategy should fully 
reflect the progress made by council regional groupings in determining the extent of shared 
service models for roads maintenance operations. If Transport Scotland decides to renew its 
existing operating contracts, it should seek to maximise opportunities for greater collaboration 
with councils through contract conditions. 
 
Response: 
The Audit Scotland report acknowledged that extending the 4G West Operating Company 
contracts would provide Ministers with “flexibility over future approach to trunk road 
maintenance, including inclusion in regional groupings”. The Minister confirmed in August 2016 
that these contracts would be extended from April 2018 to August 2020. This additional period 
supports the request from SCOTS / SOLACE / COSLA for contract extensions to allow time to 
consider potential participation in future trunk road contracts.  
 
Although the Audit Scotland report has recognised that local authorities’ progress on 
collaboration has been slow, we will continue to co-fund the Roads Collaboration Programme 
and use that forum to engage with councils to explore opportunities to share services. 
 
The Strategic Action Group was set up to oversee the partnership working on road maintenance 
and the development of collaborative approaches on strategic issues. The Group has recently 
reported that all 33 Roads Authorities in Scotland recognise that there are opportunities to 
collaborate further across boundaries of the trunk and local road networks. Through facilitated 
meetings between Councils and trunk road Operating Companies, opportunities for sharing have 
been identified and discussed, seeking to extend existing sharing between trunk road operators 
and some local authorities. They are also working to identify what local roads authorities may 
want from the next round of trunk road contracts to seek to make them potentially suitable for 
trunk and local roads. 
 
I would like to thank you for the opportunity to comment on the recommendations in the report 
relevant to Transport Scotland and the Scottish Government. 
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I hope this is helpful. 
 
I am copying this reply to the Minister for Transport and Islands, Humza Yousaf MSP. 

 
Yours sincerely 

                                                
 

ROY BRANNEN 
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