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Chapter 3

Ensuring
delivery

Performance
Audit Group

Key points

Quality management

e The OCs continued to operate
their quality management systems
successfully, demonstrating continual
improvement.

Environmental management

e All the OCs operated a successful
environmental management system,
although further improvement is
required to raise environmental issues
outwith the audit process.

Health and safety management

e The OCs continued to show a highly
responsible attitude towards heath and
safety.

¢ The health and safety management
systems run by all the OCs met the
requirements of the contract.

e The OCs all introduced new health and
safety initiatives across a number of
areas.

Routine maintenance and

management system

¢ All OCs are now fully utilising RMMS
following resolution of the issues
identified in 2007/08.
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Contract control and management

systems

e All the OCs continued to operate a
robust, fully functional CCMS during the
year.

Continuous improvement

¢ PAG and the OCs continue to work
together to resolve issues.

¢|n NE, BEAR’s performance was
excellent and it responded well to issues
as they arose, with no Remedial Notices
being issued.

¢ BEAR in SE was slower in closing out
issues. One Remedial Notice was issued
and closed out in early 2008/09.

e Scotland TranServ’s performance was
excellent, responding quickly to issues
as they arose. This was an improvement
on last year and no Remedial Notices
were issued.

* Amey in SW delivered fair performance.
One Remedial Notice was issued, fewer
than the previous year. Although action
was taken by the OC, the Remedial
Notice remains open.
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Ensuring delivery

Quality management

OC management systems

The OCs are required to maintain
management systems that comply
with:

BS EN ISO 9001 — Quality management
systems.

BS EN ISO 14001 — Environmental
management Systems.

BS OHSAS 18001 — Occupational
health and safety systems.

Management systems refer to

a framework of processes and
procedures used to ensure that an
organisation can fulfill all tasks required
to achieve its objectives.

Each OC is required to implement,
maintain and continually improve the
effectiveness and efficiency of its
management systems to meet the
requirements of the Standards, the
contract and the needs of road user.

Performance
Audit Group

3.1 Management systems
Quality management

NE - BEAR ****

BEAR'’s quality management system
(QMS) is well established, covering
both NE and SE; and meets the
contract requirements.

The internal audit programme was
successfully completed on time, with

31 internal audits carried out. KPI 13
measures the closing out of internal
corrections on time. BEAR'’s performance
was good in the first half of the year

but then reduced in the second half

(see figure 49).

100

80 fme

60

40

20

a1 Q2 a3 Q4
Quarter

= NE =——NW SE = SW
Figure 49 - Internal corrections closed out within

stated timescale

CQMSM Audit Scope No. Findings No. Observations

Cyclic Maintenance

Supplier/Sub-contractor Evaluation, Measurement,

Analysis and Improvement and Management
Review

ISO 14001

Central Control Room - Winter Maintenance,
Emergency Response

Figure 50 - CQMSM audits carried out in NE and SE

Four Contract Quality Management
System Manager (CQMSM) audits were
carried out by QMI Scotland Ltd, covering
activities in both NE and SE. The audits
identified continued compliance with

the requirements in most cases and

any issues were resolved or progressed
accordingly (see figure 50).

PAG’s audit of the QMS confirmed the
system continued to work effectively.

BEAR demonstrated continual
improvement of its processes including
establishing a register of quality issues
to monitor trends and identify potential
non-conformances.

1 2
2 1
2 5
0 1

Closing out PAG corrections on

time, measured by KPI 14, showed
improvement by the end of the year. The
OC did not close out any corrections on
time during the first two quarters. The
OC responded to requests from PAG to
improve performance as shown in the
third and fourth quarters (see figure 51).
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Figure 51 — OC performance in closing out PAG
corrections
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Ensuring delivery

Quality highlight

Quality initiatives

To celebrate World Quality Day on
14 November 2008, PAG hosted

a Quality Summit attended by
representatives from Transport
Scotland and the OCs. The focal
point of the day was ‘What does
quality mean to the members of your
organisation?’ Excellent presentations
by all participants provoked lively
discussions. All parties agreed the
significant contribution quality has

made to improve the management
and maintenance of the Scottish

trunk road network. The summit gave
everyone some food for thought,
particularly with regard to how to drive
forward continued improvement.

1ISO 9001:2008

ISO 9001, the quality management
system standard, was revised and
published towards the end of 2008.
PAG’s QMS audits verified the OCs
are ready to implement this revised
standard.

Performance
Audit Group

SE - BEAR ****
BEAR operated the same QMS as in NE.

The OC successfully completed 31 audits
in the year. However, performance in
closing out internal audit corrections on
time varied (see figure 49).

QMS audits by PAG confirmed the system
continued to be well managed and was
working effectively and efficiently.

Figure 51 shows performance by BEAR

in closing out corrections raised by PAG
was varied. The OC did not close out any
corrections on time in the third quarter but
responded to requests by PAG in the final
quarter to improve performance.

NW - Scotland TranServ ****
Scotland TranServ has a well

established QMS and continued to make
improvements to its processes.

22 internal audits were successfully
completed in the year. Scotland TranServ’s
performance in closing out internal

audit corrections on time was variable,
improving towards the end of the year
(see figure 49).

CQMSM Audit No. No.
Scope Findings Observations
QMS (Quality) 0 6
QMS (Safety) 3 4
QMSs

(Environmental) 2 19
QMS (Quality) 1 6

Figure 52 - CQMSM audits carried out in the NW

As required, four CQMSM audits were
carried out and actions identified were
completed accordingly (see figure 52).

PAG carried out a joint audit with Balfour
Beatty Infrastructure Services (BBIS)

on Scotland TranServ’s QMS. The audit
found continued compliance with

ISO 9001 requirements and the contract,
with evidence of continual improvement
and development.

The closure of PAG corrections within
stated timescales, as measured by KPI 14,
showed good performance for most of the
year (see figure 51).

SW - Amey ****
Amey’s QMS is well established and
continues to be monitored and improved.

Amey successfully carried out its 28
scheduled internal audits during the year.
This included verification audits, which
were introduced in 2007/08, to confirm
the actions taken to close out non-
conformances were effective. KPI 13
for the close out of internal audit
corrections indicated generally good
performance, with the exception of the
third quarter where performance dipped
(see figure 49).

As in the other Units, four CQMSM audits
were completed. Although not equally
spaced out over the year, as required by
the contract, these audits were effective
with an additional follow-up audit on
routine and cyclic maintenance. Continued
compliance was evident in most areas
with any issues raised progressed
accordingly (see figure 53).

PAG audited Amey’s QMS and found the
system to be effective with a sustained
emphasis on continual improvement.
Weaknesses identified at previous QMS
audits were resolved.
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Ensuring delivery

CQMSM Audit Scope

Environmental Management System - Legal
Obligations

Routine and Cyclic Maintenance Programme
including Inspections

Operating Instruction process at depots and central

records

Internal Audit Schedule and Closure of Findings,

management review, improvement of IMS

Compliance with the specification — inspection and

testing of the works

Figure 53 - CQMSM audits carried out in SW

Performance in closing out corrections
raised by PAG (KPI 14) varied throughout
the year with improvement evident in the
final quarter (see figure 51).

Environmental management

In addition to auditing each of the OCs
environmental management systems
(EMS), PAG carried out a number of
environmental monitoring visits to OC
operations and depots throughout the
year. These confirmed each of the OCs
has continued to develop its EMS and
improvements were clearly visible.

Performance
Audit Group

No. Findings No. Observations
6 0
0 0
0 0
8 0
2 0

In particular, depots across the network
were improved to ensure compliance with
environmental legislation and standards.

Some operational environmental issues
continued to arise on sites of OC
operations, where OC management
systems personnel may have less
influence or control. Non-conformances
were raised where applicable and action

taken by the OCs to improve performance.

NE - BEAR *#***

BEAR’s two strategic environmental
objectives, originally set for 2007 and
carried forward into 2008 for both NE and
SE, were to:

e achieve certification to ISO 14001
e increase the effectiveness of waste
control.

BEAR continued to develop its EMS
during 2008/09, successfully achieving

the first stage assessment for certification.

The OC is working towards the second
stage assessment, following which it
should achieve certification to ISO 14001.

During the year, BEAR made a concerted
effort to manage the waste it produces by
splitting all waste into appropriate waste
streams. This was collected by a waste
management sub-contractor for disposal
or recycling, and included a “green”
waste stream collected for composting.
The waste management sub-contractor
provides the OC with reports on waste
quantities. However, BEAR had not fully
considered how it would measure the
effectiveness of its waste controls.

Improvements in environmental
performance both at OC depots and

operations sites were evident during
monitoring visits by PAG, with any issues
identified successfully addressed.
Although environmental awareness
training was updated, very few non-
conformances or preventive actions
relating to environmental issues were
raised outwith the audit process.

SE - BEAR #***
BEAR has developed a single EMS, which
is being used in both SE and NE.

As in NE, waste is separated in to streams
at the depots and collected by one sub-
contractor, who provides regular reports
on the quantities disposed of or recycled.

Improvements were made to the drainage
systems at both Bilston Glen and Newton
St Boswells depots, with increased
hardstanding areas and the installation of
new oil interceptors, addressing issued
raised in 2007/08.

OC operations sites visited by PAG during
the year were well maintained. Several
instances of damage to carriageway
verges were evident indicating insufficient
supervision during operations.
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Ensuring delivery

As in NE, environmental awareness
training was updated, However, further
improvements are required to ensure
environmental issues are identified at an
early stage.

NW - Scotland TranServ ***
Scotland TranServ continues to be
included in the scope of its parent
company’s ISO 14001 certification.

The OC has produced a number of
environmental objectives. However,
some were either not time constrained
or not measurable, making it difficult
to assess progress.

Scotland TranServ introduced a new
waste monitoring system at all depots

and offices, which will highlight areas
where waste can be reduced, re-used or
recycled. This should produce a significant
improvement to the OC’s management

of waste.

The OC is seeking to upgrade its depots
by improving drainage and providing hard
standings to prevent contamination of
surrounding areas from accidental spills.

Performance
Audit Group

Environmental management of works
contracts was good, in particular the new
bridge at A82 Achnambeithach. However,
on some OC operations, potential
environmental contamination of adjacent
areas was evident, indicating a lack of
supervision.

A number of environmental initiatives

were introduced into schemes including
reducing waste by the re-working of
existing pavement material and the use

of new high performance materials. Also,
for a number of schemes the OC put
measures in place to reduce the impact on
local wildlife.

Although a considerable number of
environmental non-conformance reports
(NCR) were raised following PAG and
internal audits, the OC raised very

few environmental non-conformances
outwith the audit process. Where non-
conformances were raised these are all
being actioned accordingly.

SW - Amey ***
Amey successfully retained its ISO 14001
certification.

The OC’s environmental objectives were
set at a corporate level to be cascaded

down to local levels. Whilst the objectives
were measureable, not all had targets set,
as required.

PAG visited a number of depots
throughout the year and found Amey’s
environmental performance to be variable.
Issues were identified at a depot Amey
shares with a local authority. However,
the OC'’s ability to influence the depot
operator appeared to be limited.

Measures to minimise environmental
impact were evident at a number of OC
operations sites visited by PAG. These
included mobile silt traps and reuse and
recycling of material during the removal of
the M74 concrete carriageway.

Amey took appropriate action to address
the significant number of environmental
NCRs raised following PAG or CQMSM
audits. However, no environmental non-
conformances were raised outwith the
audit process.

Health and safety management
Health and safety is a high priority for all

parties. The 3G contract reflects this by
requiring each OC to operate a health and

safety (H&S) management system meeting
the requirements of OHSAS 18001.

During 2008 the Health and Safety
Executive (HSE) published guidelines
on hand-arm vibration (HAV) relating to
the Control of Vibration at Work
Regulations 2005.

As part of its audits, PAG reviewed HAV
initiatives implemented by the OCs. It was
evident that the OCs had invested and
spent considerable time in developing
safe practices to protect and monitor
workers’ exposure times through a variety
of methods, such as vibration monitoring
equipment used in SW (see figure 54).

Figure 54 — HAV meter for monitoring hand vibration
used in SW
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Ensuring delivery

NE and SE - BEAR *****
BEAR delivered excellent performance in
NE and SE.

As the first step towards OHSAS 18001
certification, BEAR is preparing for Stage
1 assessment by Lloyd’s Register Quality
Assurance in August 2009.

During the year BEAR implemented
management system activity audits and
site specific risk assessments to all areas
of operations as part of a major initiative
on accident prevention.

PAG’s joint audit on both NE and SE
verified compliance with OHSAS 18001,
as well as continued improvement.

This was demonstrated by the use of
waterproof gang information packs

and further development of risk
assessments and systems to provide

a safer environment for all employees
and other parties.

NW - Scotland TranServ *****
Scotland TranServ’s performance
was excellent.

Performance
Audit Group

PAG’s H&S audit confirmed that
Scotland TranServ’s system, certified to
OHSAS 18001, continued to meet the
requirements of the contract.

Scotland TranServ introduced a
behavioural safety campaign, ‘Zero Harm’,
with the aim of significantly reducing the
likelihood of accidents to employees and
road users on the network (see figure 55).

MAKE SAFETY PERSONAL

Figure 55 - ‘Zero Harm’ campaign in NW

SW - Amey *****

Amey delivered excellent performance
and continues to be accredited to OHSAS
18001. PAG’s audit showed continued
compliance with the contract.

51

Amey introduced a number of H&S
initiatives during the year, such as limiting
exposure to HAV through the use of a
measurement device being trialled on
power tools.

Another initiative was the introduction of
a ‘Smart car’ for use in convoy working
rather than a quad bike (see figure 56),
which allows for greater driver protection.

e

Figure 56 — Smart Car used for convoy working in SW
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Ensuring delivery

RMMS

The RMMS is a computer-based
system operated by the OC. The
contract states the OC must operate
and maintain an RMMS to record
details of routine maintenance work
on the network.

CCMS

The CCMS is a computer-based
cost management system, and

its functionality is specified in the
contract. The system, provided and
operated by the OCs, is designed
to enable them to manage their
operations effectively. It also gives
all parties working on the contract,
including Transport Scotland and
PAG, access to information about
how projects are being managed and
where the money is being spent.

Performance
Audit Group

3.2 Information systems

Routine maintenance and
management system

The RMMS was supplied by Transport
Scotland through its software supplier
WDM. Transport Scotland, WDM, the OCs
and PAG worked together to resolve the
issues identified in 2007/08. All OCs are
now fully utilising the RMMS and have
action plans in place to address

the backlog of data and some other
minor issues.

PAG developed a number of analysis
and reporting tools within RMMS to
assist the OCs in improving the
reporting of performance and to ensure
system functionality.

Contract control and management
system

The OCs continued to operate fully
functional contract control and
management systems (CCMS) during
2008/09. Whilst certain functional areas
of CCMS performance, around reporting
for example, gave some cause for
concern this did not affect the integrity
of the systems.

NE and SE - BEAR ****

CCMS operated as required during
2008/09. There were some minor
issues, which did not impact on the
system integrity. These are being
addressed through CCMS Systems
User Group forums.

NW - Scotland TranServ ****

The OC’s CCMS performed well, with
minor issues addressed through User
Group forums. Scotland TranServ
indicated it will be upgrading its CCMS
in 2009/10, with appropriate testing to
ensure the existing system controls are
not affected.

SW — Amey ****
Early in 2008/09, Amey addressed the
CCMS issues identified in previous years

and the system performed well during the

remainder 2008/09.
CCMS/RMMS link

In 2008/09, Transport Scotland, PAG
and the OCs worked together to

resolve the system linkage issues
between the respective OCs’ CCMS and
the central RMMS. These links continue
to work effectively.

52

fs1alcrow

in association with

PricosisernotsETorers [§

and %



Ensuring delivery

Resolving problems and
improving performance

Management systems are required to
continually improve the effectiveness
and efficiency of an organisation by
identifying areas for improvement to
the organisation’s processes. The OCs
are, therefore, required to regularly
monitor and verify their activities by
testing, inspection and auditing, and
to take action where necessary to
prevent use and recurrence when
deficiencies are uncovered.

Performance
Audit Group

3.3 Continuous improvement

PAG monitors the OCs’ NCR registers,
CCMS, RMMS and other shared
documentation, together with reviewing
PAG ORIls, hazard notices and

audit findings.

Where an issue has been identified and an
OC has not instigated correction through
its management systems, PAG manages
this to conclusion using a formalised
escalation process (see figure 57).

PAG works with the OCs to try and resolve
issues before they escalate to NNCs or
Remedial Notices.

Management
systems

——) ——)

A 4

Notice of
‘ non-conformance ‘

A 4
»ED»

Figure 57 — Procedure for resolving problems
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SOLUTIONS

Where an issue is escalated by either NNC
or Remedial Notice, the OC is required to
manage the default in accordance with its
QMS within the specified timescale.

The OCs, in most cases, respond
positively to these notices and rectify

the immediate problems and improve
overall effectiveness. The progress of
these notices are reported fortnightly and
discussed at monthly progress meetings
between Transport Scotland, PAG and
each OC.

OC performance

NE - BEAR #**#*#**

The OC’s performance was excellent,
improving significantly on last year.

During 2008/09, two NNCs were issued,

a significant improvement on the 13 in the
previous year. BEAR responded promptly
and both NNCs were subsequently closed
(see figure 58). Five NNCs open at the end
of 2007/08 were also closed.

Structures

EMS I NNCs Issued 2008/09
RMMS

Inventory Data

Measurement

Safety Inspections 1
Grass Cutting |
Apr08 Jun08 Sept08 Dec08 Mar09

Figure 58 - Issue and Closure of NNCs in NE during
2008/09

In addition to this, in early 2009/10, a

NNC was issued for measurement issues
relating to electrical operations undertaken
in the previous year. This NNC was
subsequently closed.

No Remedial Notices were issued during
2008/09 compared with one last year. This
demonstrated, together with the reduction
in NNCs raised, continual improvement

of the OC’s management systems with
issues being identified and resolved at

an early stage.

SE - BEAR ****

In SE, BEAR'’s performance was good.
Two NNCs were issued and subsequently
closed, which compared favourably with
13 in the previous year (see figure 59).

In addition, the seven NNCs open at the
end of 2007/08 were also closed.
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Ensuring delivery

3 Yearand 1 Year
Programmes

B NNCs Issued 2007/08

Supervision and I NNGs Issued 2008/09
Measurement
CAT 1 Defects
Structures
CCMS

RMMS
Measurement

Substituted
Bitumous

Grass Cutting

Apr08 Jun08 Sept08 Dec08 Mar09

Figure 59 - Issue and Closure of NNCs in SE during
2008/09

One Remedial Notice was issued in early
2008/09 for:

e failure to complete the cyclic
maintenance programme for structures
in 2007/08.

This was an escalation of a NNC issued
during 2007/08. The OC subsequently
completed the maintenance programme
and the Remedial Notice was closed in
the summer of 2008.

Performance
Audit Group

NW - Scotland TranServ *****

The OC’s performance was excellent. A
total of four NNCs were issued, which was
an improvement on the OC’s performance
in the previous year. Scotland TranServ
responded promptly and all NNCs were
closed out timeously. The two NNCs open
at the end of 2007/08 were also closed.
As a result of this and the continual
improvement shown by the OC no
Remedial Notices were issued, which was
a reduction from three in the previous year
(see figure 60).

Professional
Services

Removal of
Excavated Spoil

Safety Inspections

Hazard Marker
Posts

B NNCs Issued 2007/08
I NNCs Issued 2008/09

Apr08 Jun08 Sept08 Dec08 Mar09

Structures
CAT 1 Defects

Figure 60 — Issue and Closure of NNCs in NW during
2008/09

In addition to this, in early 2009/10, a
NNC was issued and subsequently
closed for measurement issues relating
to electrical operations undertaken in
the previous year.

SW - Amey ***

Amey’s performance was fair. Three NNCs
were issued over the year, which was a
reduction from five in 2007/08. Amey’s
response to NNCs was good, with

all NNCs closed out satisfactorily

(see figure 61). In addition, the NNC open
at the end of 2007/08 was also closed.

o
M NNCs Issued 2008/09
Safety Inspections [l
Hazard Marker
Posts =
Grass Cutting [ |
Apr08 Jun08 Sept08 Dec08 Mar09

Figure 61 - Issue and Closure of NNCs in SW during
2008/09

A Remedial Notice was issued in early
2009 for:

e poor winter service provision on 20/21
January 2009.

Actions to resolve this issue were
implemented by the OC, although the
Remedial Notice remained open at the
end of the year.

Key performance indicators

KPI 27 - Time taken to process
planning applications - 100% target

In NE, performance was excellent,
remaining at 100% for the whole of
2008/09. In both SE and NW, there

was variable performance over the
course of the year. Both OCs showed
improved performance towards the end
of the year and maintained performance
levels of 100%. Amey also had variable
performance throughout the year

(see figure 62).

KPI %
o
S

Apr May Jun Jul Aug Sept Oct Nov Dec Jan Feb Mar
Month (2009)
e NE e NW e SE - e SW

Figure 62 — KPI 27 - Time taken to process planning
applications
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Ensuring delivery

KPI 28 - Submission of reports,
programmes and minutes - 100%
target

In NE and SE, performance was
excellent with consistent results of 100%
throughout 2008/09. Scotland TranServ
performed consistently, averaging 89%
for the year. Although results dipped in
the middle of the year, Amey’s overall
performance was very good, averaging
97% (see figure 63).

g —

HQl mQ2 mQ3 mQ4

NE SE NW SW

Figure 63 — KPI 28 - Submission of reports,
programmes and minutes

A review by PAG identified each OC
records performance for this KPI
differently. Transport Scotland, PAG and
the OCs are working together to ensure
consistency in reporting this KPI.

Performance
Audit Group

KPI 29 - Answering of
correspondence, enquiries and
complaints - 100% target

BEAR’s performance in NE was excellent,
recording 100% throughout the year. In
SE, BEAR started well with 100% in the
first quarter, however this performance
was not maintained in subsequent
quarters. Scotland TranServ never met
the KPI target, although improvement
was seen in the last quarter, with the OC
recording 90% performance. Amey’s
performance varied throughout the year,
with improvement shown in the second
half of the year, recording 93% and
100% in the third and fourth quarters
respectively (see figure 64).

T Il

e -
[ | [ ]
[ | [ ]
[ | [ ]
= [ |
| | |

NE SE NW SW

Figure 64 — KPI 29 - Answering correspondence,
enquiries and complaints
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KPI 30 - Draft responses and
briefings to Transport Scotland
on general and Ministerial
correspondence - 100% target

All OCs maintained very good or excellent
performance throughout the year, with
only slight dips in performance recorded in
NE and SE (see figure 65).

H Q1 mQ2 mQ3 mQ4

NE3G NW SE sw

Figure 65 — KPI 30 - Draft responses and briefings
to Transport Scotland on general and Ministerial
correspondence

fs1alcrow

in association with

PM!%RHODSE@PERS ' and

e



Chapter 4

Ensuring
value

Performance
Audit Group

Key points

Overall position

¢ The budget allocation from Transport
Scotland of £132.2m was approximately
22% less than the higher than average
funding in the last two years.

e Efficiency savings of £19m were made
across the network, similar to 2007/08.

Budget, orders and spend

e The OCs systems for financial control
were generally robust, with some issues
addressed during the year.

e Overall spend was broadly in line with
budget for all OCs, with overspends
in NE, SE and SW being partly off-set
against a slight underspend in NW.

¢ With the exception of SW, there is room
for some improvement from all OCs in
their measurement processes.

* The OCs need to improve their
monitoring to prevent over ordering
against budget.

Claims and commercial issues

e All parties are working together to
implement the new process to speed up
resolution of issues.

56
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4.1 Financial spend
Overall position - all Units
A financial comparison between 2008/09

and the previous year is shown in
figure 66.

Budget Allocation
Budget Spent (excl.CPF)
Total Value of Work Done (incl CPF)
Split:
- Operations
- Works Contracts
Figure 66 —Financial comparison — All Units

A full profile of individual financial
performance is given in figure 67.

2008/09 saw a significant reduction in
budget from the higher than average
funding in the last two years (see figure 7).
In addition, Transport Scotland reduced
the total budget available to the OCs by a
further £4.8m during December 2008 and
January 2009, to £132.2m.

As a result, the OCs had to re-programme
operations and works resulting in a net

overspend of £2.3m (2%) across all Units.
SW reported the largest overspend at
£1.2m (3%) followed by SE at £0.95m
(4%). NE exceeded its budget by £0.42m
(1%), whilst NW underspent its budget by
£0.27m (1%).

2008/09 2007/08

£m £m
132.2 168.5 -21.5
134.6 165.8 -18.8
145.8 171.9 -15.2
102.6 116.1 -11.6
43.2 55.8 -22.6

The 3G contracts have delivered £19.2m
of efficiency savings when compared

to the 2G contracts. Whilst this figure is
similar to the £17.8m reported in 2007/08,
the mix of work carried out had changed
from the previous year.

Contract price fluctuations (CPF), applied
to OC rates, increased from £6.1m in
2007/08 to £11.3m in 2008/09. This
increase reflects that the 3G contracts for
Tranche 1 and Tranche 2 have completed
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three and two years respectively. As such,
CPF indices are now at significantly higher
percentages compared to the start of the
contracts. When calculating the CPF, the
base for Tranche 1 is 2005 and for
Tranche 2 is 2006.

£'m
60.0

™ Works contracts
M OC Operations

50.0

40.0

30.0

20.0

10.0

0 2008/ 2007/ |2008/ 2007/ |2008/ 2007/ | 2008/ 2007/
09 08 09 08
NE SwW

Figure 67 — Spend split by works and operations
(including CPF) — all Units
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4.2 Budget, orders and spend

PAG monitors and reports on the inter-
relationship of budget, orders and spend.
How this fits into the overall process is
shown in figure 68 below:

PAG
monitors
&N
'0 L 4 °
&

A comparison of spend against budget for

the years 2008/09 and 2007/08 is shown
at figure 69.

Figure 68 - Financial monitoring process

Work
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2008/09  2007/08

£m £m
Spend 134.6 165.8
Budget 132.2 168.5
Over/(under) spend 2.4 2.7)
Spend/budget % 101.8 98.4

Figure 69 — Spend v Budget (excluding CPF)

Budget control

Budgetary control by the OCs is an
important management function. Audits
of the OCs’ budgetary control were
carried out during 2009 at the request
of Transport Scotland. These showed
the OCs have generally robust and
comprehensive systems of budgetary
control, and are committed to regular
review of spend against budget. Some
issues were identified and taken forward
with the OCs.

NE - BEAR ****

Spend was generally in line with the
budget, showing a slight overspend of
£0.42m (2%). BEAR was the only OC to
receive a net increase in budget of £0.6m
during December 2008 and January 2009.
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Ensuring value

BEAR'’s budget for minor improvements
was reduced by £1.8m due to delays
outside the OC’s control, such as land
issues and statutory processes.

SE - BEAR ***

BEAR recorded a net overspend of
£0.95m (4%). The only issue was with
inaccurate expenditure profiles towards
the end of the financial year.

NW - Scotland TranServ ****
Scotland TranServ was effective in revising
its maintenance programme following

a reduction of £2.3m in the routine and
structural maintenance budgets during
December 2008 and January 2009.

The OC'’s budget for minor improvements
was reduced from £8m to £4m due to
delays outside the OC’s control, such as
land issues and statutory processes. This
affected four schemes, two of which were
delayed until late 2008/09 and continued
into the following year. The other two
schemes were re-programmed for future
financial years.

SW - Amey ***

Amey’s budget was the highest at £42.1m,
with spend exceeding this amount by
£1.2m (3%).

Performance
Audit Group

The OC was aware in December 2008 that
it could potentially overspend its structural
maintenance budget, but was not able

to effectively revise the programme to
prevent an overspend of £1.0m.

Amey was also not effective in revising

its programme to account for the £1.6m
reduction in its routine maintenance
budget over December 2008 and January
2009, overspending by £0.5m.

Financial control in delivering
Operations

Figure 70 shows the bidding for work
process:

| Bids submitted by OCs

-

’ Approved by Transport Scotland

v

Transport Scotland

Ordered \

Instructed
T

v v

For work carried out
by works contractors

For operations carried
out by the OCs

v

Operations instructions ‘

Figure 70 The bidding for work process

As with 2007/08, PAG auditing and
monitoring during the current year
identified some concerns over the
robustness of the measurement process.
All parties are working together to ensure
the measurement process is robust.

Where appropriate, monies were deducted
from the OCs for failure to substantiate
measurements claimed.

NE and SE - BEAR ***

NNCs were issued to both Units in March
2008 for measurement process failures.
Following successful implementation of
a revised measurement procedure, these
were closed out in September 2008.

A NNC was issued to NE in April 2009 for
measurement issues surrounding electrical
operations undertaken in 2008/09. This
was subsequently closed out in May 2009
following appropriate remedial action by
the OC.

NW - Scotland TranServ ***

The OC implemented an action plan to
address measurement issues, which were
the subject of a Remedial Notice issued
in 2007. PAG undertook an audit and
measurement reviews which confirmed
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the OC was effectively implementing the
action plan. This resulted in the closure of
the Remedial Notice in September 2008.

As in NE, a NNC was issued in April

2009 for measurement issues relating

to electrical operations undertaken in
2008/09. This was closed out in May 2009
following remedial action.

SW - AMEY #***#*

Following successful implementation of an
action plan in 2007/08, Amey continued to
operate an effective measurement process
in 2008/09. Some issues arose during the
year and these were addressed.

Orders v Spend

The OCs have a responsibility to ensure
that the value of orders issued by
Transport Scotland matches their annual
budgets and subsequent spend.

It is inevitable operational demands will
change and work bid and ordered may
not proceed or alterations are made to
the specification. All of these may have a
significant impact on financial out-turn.
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Ensuring value

As a consequence, an important aspect
of the OCs’ financial management is to
ensure that, in these circumstances,
de-bids are submitted to enable the level
of ordered work to track budget and
anticipated spend.

Throughout the year, the OCs’ financial
management was monitored by PAG to
ensure spend for each scheme did not
exceed order value. PAG also reported on
the relationship between budget, order
value and spend for operations. This was
also examined during PAG’s process
audits on budget control in March 2009.

These audits highlighted improvement
is required by all OCs to prevent over
ordering against budget.

During 2008/09 there was the risk of an
overspend due to the reduction in budgets
in December 2008 and January 2009.

Failure to resolve overspends on specific
schemes resulted in monies being
deducted during the year.

NE - BEAR ****
BEAR'’s performance in managing order v
spend was good and improved from the

Performance
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previous year. The total value of orders
issued was 10% above the operations
budget, whilst spend was 2% more than
budget. This compares with 2007/08
where spend was in line with budget
but the total value of orders exceeded
budget by 36%.

SE - BEAR ***

Performance in SE also improved on

last year. Operations spend matched
budget, although the total value of orders
exceeded budget by 11%. Whilst this was
a significant improvement on 2007/08
(28%), this is an area the OC must
address to minimise the risk of spend
exceeding budget.

NW - Scotland TranServ ****
Scotland TranServ’s performance was
good. Whilst the total value of orders
exceeded operations budget by 5%,
compared to 20% last year, operations
spend was 4% less than budget. Spend
was 2% less than budget in 2007/08.

SW - Amey ***

Overall, Amey’s performance showed
a marginal improvement on last year.
Operations overspent budget by 4%
and the total value of orders exceeded

operations budget by 11%. The figures
were 2% and 18% respectively in
2007/08. PAG will continue to monitor this
during 2009/10.

4.3 Claims and commercial
issues ***

The 3G Contract that Transport Scotland
has in place with its OCs is wide-

ranging and therefore has many different
requirements. As such there will be issues
around contract interpretation.

The commercial teams within Transport
Scotland and PAG review all issues as
they arise. In addition, regular commercial
meetings are held between parties to
resolve matters.

Progress in resolving commercial

issues during 2008/09 was slower than
anticipated. A new process to speed

up the resolution of these issues was
introduced and all parties are now working
together to implement this.
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Performance at a glance

PAG has used a rating system to assist in benchmarking OC performance. These
performance ratings have been applied throughout the Annual Report to reflect overall
OC performance for the various areas reviewed. This performance at a glance table is
a summary of these ratings. Only the star rating appears throughout the report and the
background shading seen in the table is only to assist readers of the report.

Key: Excellent
Good

D Fair
*k Poor
* Unacceptable

NE | sE | Nw sw

Chapter 2 Maintaining the asset

2.1 Roadworks and traffic
management

2.1.1 Coordinating roadworks

2.1.2 Safety at roadworks

2.2 Inspections
2.2.1 Safety inspections
Repair of category 1 defects

2.2.2 Detailed inspections

Spotlight - Annual carriageway detailed
inspections

Network referencing

2.3 Maintenance
2.3.1 Cyclic and reactive maintenance

Safety fences, barriers and fences
Signing, signals, road markings and studs
Lighting

Sweeping, cleansing and litter

Performance
Audit Group
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Sw

Drainage, gullies and ironworks
Spotlight - Drainage
2.3.2 Landscaping
Grass cutting
Weed control
Controlling vegetation

2.3.3 Structures

Structural maintenance

Spotlight - Cyclic maintenance of
structures

2.4 Design

Submission of Sols

*okk

Spotlight - Scheme justification audits

2.5 Improving safety

Strategic road safety schemes

Minor improvement schemes

;{alcrow in :af:éiﬂtian with 8. 3



Performance at a glance

Key: Excellent
Good

R Fair
*x Poor
* Unacceptable

2.6 Sustainability

2.7 Planned maintenance
2.7.1 Operations
2.7.2 Works contracts
Tender documents
Workmanship and supervision

Spotlight - Trends in tenderers

2.8 Winter

Spotlight - Winter service
Winter services response times
Winter services treatment times

Electronic data logger downloads

2.9 Emergencies

Performance
Audit Group
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Chapter 3 Ensuring delivery
3.1 Managing systems
Quality management
Environmental management

Health and safety

3.2 Information systems

Contract control and management systems

3.3 Continuous improvement

Chapter 4 Ensuring value

4.1 Financial spend

4.2 Budgets, orders and spend
Budget control
Financial control in delivering operations

Orders v Spend

4.3 Claims and commercial issues
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Glossary of
main terms

Performance
Audit Group

3G contracts

Third generation contracts which were
tendered in two phases. NW and SW
were tendered first. They have used these
contracts since 1 April 2006. NE and

SE started to use these contracts on

1 April 2007.

Budget

Money allocated by Transport Scotland to
manage and maintain the network during
a financial year. This includes operations
and works contracts.

Category 1 defects
Serious road faults, such as potholes, that
should be repaired within set timescales.

Contract control and management
system (CCMS)

A computer-based financial management
system supplied and operated by the
OCs to a specification provided by
Transport Scotland.

The system gives everyone working on the
contract, including Transport Scotland

and PAG, access to information about
how operations and works contracts

are being managed and where money

is being spent.

Contract price fluctuation factor
(CPF)

Inflation adjustments to the OCs’ tendered
rates and prices.

Financial year
The period between 1 April 2008 and
31 March 2009.

Key performance indicators (KPIs)
The contracts state that a list of indicators
must be provided by the OCs to show
how they are performing and to allow
comparisons between Units.

Moving cursor programme (MCP)
This analyses accident data across the
network to identify accident cluster sites.

Network

The system of motorways and trunk roads
in Scotland. The network is 3,115 km

long and varies from urban motorways to
rural single carriageways (see figure 1). In
addition, a total of 107 km of motorway is
covered by the M6 DBFO and M77 PPP
projects.

Notice of non-conformance (NNC)
The process used in the contract to flag
up where the OCs are not complying with
the contract. This is issued by PAG.

Operations
Work carried out by the OCs.

Orders

Instructions issued by Transport Scotland
to the OCs. These give details of
operations (not works contracts) to be
carried out under the contract by the OCs.
The OCs should not start operations until
an order has been issued.

Quality management system (QMS)
Quality management is fundamental to the
contracts. A QMS is drawn up by each OC
to show how it will carry out every function
required of it under the contract.

Remedial notice

A procedure used under the contract
where Transport Scotland can issue

a notice when an OC commits a

default. This is part of the performance
management procedures and may lead to
withholding amounts from payment.
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Routine maintenance management
system (RMMS)

A computer-based system supplied by
Transport Scotland and operated by the
OCs, to record and report on details of
the network, including where it has been
inspected and routinely maintained.
RMMS also links to the CCMS and

is accessible by Transport Scotland

and PAG.

Sector scheme

Sector scheme certification is given to
suppliers and installers of materials by
United Kingdom Accreditation Service
(UKAS) accredited certification bodies.
This certifies that the holder operates

a QMS in line with the international
standard, BS EN ISO 9001:2000 and the
sector scheme document.

SMS

The structures management system. A
computer based management system
containing an inventory of information on
all trunk road structures. This replaced
TRBDb in February 2009.

Performance
Audit Group

Spend

The amount paid for work done, including
OC operations and works contracts,
excluding CPF.

Traffic Scotland

Traffic Scotland, formerly NADICS,
manages Scotland’s intelligent transport
system, which provides a continuous
service to the public. Its key functional
areas are monitoring, controlling and
informing road users.

TRBDb

The trunk road bridges database. A
computer based bridge management
system containing an inventory of
information on all trunk road structures.
This system was replaced by the SMS in
February 2009.

Unit

The network is divided into four separate
geographic Units. These are: NE, SE, NW
and SW.

Works contracts

Schemes usually with a value of between
£250k and £5m, which the OCs design,
procure through competative tender and
supervise on site.
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Acronyms

Useful websites

Performance
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2G Second generation ISO International Standards QMS Quality management system
3G Third generation Organisation RMMS  Routine maintenance
BS British Standard KPI Key performance indicators management system
CCMS  Contract control and MCP Moving cursor programme SE South East
management system NCR Non-conformance report SMS Structures management
CPF Contract price fluctuation NE North East system
CQMSM Contract quality management NNC Notice of non-conformance SOl Statement of Intent
systems manager NW North West SRWR  Scottish road works register
DBFO Design, build, finance and oC Operating company SUDS Sustainable urban drainage
operate contract OHSAS Occupational health and safety system
EMS Environmental management assessment series SW South West
system ORI Observation resulting from TRBDb  Trunk road bridges database
EN European standard of the CEN inspection TRISS Trunk road incident support
H&S Health and safety PAG Performance audit group service
HAV Hand-arm vibration PPP Public private partnership TRL Transport Research Laboratory
PAG TRL Scottish Parliament

www.performanceauditgroup.co.uk

Halcrow
www.halcrow.com

PricewaterhouseCoopers
WWW.PWC.CO.UK

Scott Wilson
www.scottwilson.com

Tony Ham Insurance Brokers
www.thibl.co.uk

www.trl.co.uk

University of Dundee
www.dundee.ac.uk

Transport Scotland
www.transportscotland.gov.uk

Traffic Scotland
www.trafficscotland.org

Scottish Government
www.scotland.gov.uk

www.scottish.parliament.uk

Amey
www.swtrunkroads.amey.co.uk

BEAR
www.bearscot.com

Scotland TranServ
www.scotlandtranserv.co.uk
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PERFORMANCE AUDIT GROUP
Halcrow Group Ltd

City Park, 368 Alexandra Parade
Glasgow, G31 3AU

tel +44 (0)41 552 2000

fax +44 (0)41 552 2025
www.performanceauditgroup.co.uk
www.halcrow.com

The PERFORMANCE AUDIT GROUP
has prepared this report in
accordance with the instructions

of its client for public distribution.
Any other persons who use any
information contained herein

do so at their own risk.

PAG accreditation

QUALITY
SCOTLAND

Halcrow Group Ltd
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