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Award winning projects
5IF)JHIXBZT"HFODZDPOUJOVFT
UPEFNPOTUSBUFFYDFMMFODFBDSPTT
UIFGVMMSBOHFPGJUTXPSL

We were AIJHIMZDPNNFOEFE
in the Most Innovative Transport
Project category at the Transport
Times National Transport
Awards, for our Active Trafﬁc
Management pilot on the M42.
This category is designed to
reward innovation and progress
in the public and private sectors.

The team responsible for the M1
junction 6a–10 widening picked
up no fewer than eight awards
including a prestigious 1SJODF
.JDIBFM*OUFSOBUJPOBM3PBE
4BGFUZ"XBSE.

After outsourcing our desktop
IT services, saving £4 million
a year, we were shortlisted by
Computing magazine for their
A0VUTPVSDJOHQSPKFDUPGUIF
ZFBS award.

Four of our trafﬁc ofﬁcers
have received 1PMJDF
$PNNFOEBUJPOT for exceptional
levels of professionalism and
team work from North Yorkshire
Police for their actions at the
scene of a fatal road trafﬁc
collision at Great Fencote, near
Catterick, North Yorkshire.

We were awarded the
prestigious A$MJFOUXJUIUIF
#FTU$PNNJUNFOUUP)FBMUI
BOE4BGFUZ award from Building
Magazine, for the National
Health and Safety team’s
participation in a Health and
Safety Executive working group,
which delivered a number of
good practice initiatives.

The Agency was shortlisted for
the A#FTUVTFPGUFDIOPMPHZJO
DVTUPNFSTFSWJDF category at
the National Customer Service
Awards. This was based upon
our investment in technologies to
deliver safe roads for customers
to use and information to aid
customers before and during
their journey.
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Highlights
3FMJBCJMJUZ

4USBUFHJDSPBET
QSPHSBNNF

We kept the network open
throughout some of the worst
snow storms for 20 years

16 major new schemes opened
during the year



&OWJSPONFOU
Targets for air and water
quality, and biodiversity
achieved

*OGPSNBUJPO

4BGFUZ

Enhancements made to Trafﬁc
Radio, and improved travel
time information via on-road
variable message signs

Reductions in deaths and
serious injuries ahead of target

'JOBODF

.BJOUFOBODF

Over 99% of budgets for the
year utilised

Improved targeting of
interventions through the
development of an integrated
asset management strategy
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Chief Executive’s introduction
It is my privilege as Chief Executive of the Highways Agency
to welcome you to this report, which reﬂects on the most recent
nt
milestones on our journey towards becoming a more efﬁcient and
effective network operator, and looks towards the challenges which lie ahead.
The Highways Agency has
We will therefore continue our drive for efﬁciency
had another very successful
across the business, including taking on board
year, achieving seven out of
the National Audit Ofﬁce’s recommendations
our eight business plan targets, on how we can improve the delivery of our
and making good progress
maintenance function.
on, but not quite hitting the
To deliver our programme we need people
eighth. In particular, we have taken great strides
with up to date skills, especially in project
in improving journey reliability by reducing
and contract management, and in delivering
average delay times; the numbers of people
performance. We have therefore continued
killed or seriously injured on our roads again fell
developing skills of our people, and brought in
substantially; our road user satisfaction measure
specialist expertise where required. Our popular
improved, although less than planned, and we
graduate recruitment programme also helps us
opened 16 major improvement schemes to trafﬁc.
‘grow our own’ future leaders. We rely heavily on
The year also included some other notable
our supply chain, and have developed closer
achievements. After detailed development and
working on major projects, ensuring a clear
cost estimation work in the Highways Agency the
understanding of our respective objectives.
Secretary of State for Transport announced a new
I welcome those who have joined the Highways
major improvements programme, and endorsed
Agency this year; we appreciate the skills and
our innovative Managed Motorways concept,
experience that you bring. I also thank those
where the hard shoulder is used as a running lane.
members of staff who have moved on from
We continued to work closely with HM Treasury to
the Agency in the last year, in particular, to
develop guidance on Sustainability Reporting for
my predecessor Archie Robertson, who was
implementation across government in future years.
instrumental in driving forward the transformation
I am also delighted to report that the Highways
of the Agency into a 24/7 network operator, and
Agency did not make the headlines for the wrong
former Finance Director, Mel Zuydam.
reasons during the last winter’s severe weather,
due to our success in keeping the network open
And most of all, I would like to thank all my staff in
throughout some of the worst snow and ice we
all roles, both in-house and in our supply chain, for
have experienced in the last two decades. And
the contributions you have made during the year.
we have delivered our programme within budget
The Agency’s success is a direct result of your
despite being set challenging efﬁciency targets,
effort and commitment. Thank you.
with savings of £106 million achieved in the year.
Some signiﬁcant challenges face the Highways
Agency in the year ahead. We have begun to
mobilise to help deliver the Government’s ﬁscal
stimulus programme in which we are bringing
forward some £400 million of planned investment
into 2009-10. By contrast, on top of our original
targeted value for money gains of £144 million
by the end of 2010-11, the November 2008 PreBudget Report tasked us with identifying a further
£150 million efﬁciency savings over this period.

(SBIBN%BMUPO
Chief Executive
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About us: who we are and what we do

6
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*OUSPEVDUJPO
The Highways Agency,
established in 1994, is an
executive agency of the
Department for Transport
(DfT). A formal framework
document, recently updated,
sets out our respective roles
and responsibilities and the
governance of the relationship.
Further details can be found in
the Leadership and Corporate
Governance section of this report.
We are responsible for
managing, maintaining and
improving the strategic road
network in England on behalf
of the Secretary of State
for Transport. Our primary
functions are to manage trafﬁc,
tackle congestion, provide
information to road users and
improve safety and journey time

2

1

7

reliability, whilst respecting and
minimising the adverse impact
on the environment. Our formal
aim, objectives and values are
shown overleaf.
We have a small corporate
centre in London and ofﬁces
at eight locations across the
country. We also have trafﬁc
ofﬁcers working on motorways
based in seven Regional Control
Centres and 32 outstations.
The strategic road network
is made up of England’s
motorways and all-purpose
trunk roads (the major A roads).
Valued at over £87 billion the
network carries a third of all road
trafﬁc in England and two thirds
of all heavy freight trafﬁc. Millions
of people use the network every
day, it provides crucial support
to business and industry, gives

5

8

)JHIXBZT"HFODZ#PBSE
1. Graham Dalton
Chief Executive
2. Ginny Clarke
Network Services
3. Steve Williams
Human Resource Services
4. Derek Turner
Network Operations
5. Nirmal Kotecha
Major Projects
6. Stephen Dauncey
Finance
7. Denise Plumpton
Information
/PO&YFDVUJWF%JSFDUPST
8. Alex Jablonowski
9. Andrea Gregory
10. Tracey Barlow
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About us
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About us

)PXXFàUJOXJUI
the individual the additional
travel option when visiting friends UIF%FQBSUNFOUGPS
and family, and access to a host 5SBOTQPSUTPCKFDUJWFT
of leisure destinations. A network
The DfT’s aim is ‘USBOTQPSUUIBU
map is included on page 2.
XPSLTGPSFWFSZPOF’. This aim
We fulﬁl our role by working
is supported by a single set of
closely with our partners and
goals which set out what this
contractors to deliver a safe and means in more detail, and are
efﬁcient network that meets the
summarised as:
needs of all our customers. We
• To support economic
have forged strong links with
competitiveness and growth
other road administrations in
• To reduce transport’s
Europe and around the world
environmental impact
by the exchange of information,
• To contribute to better safety,
experiences, expertise and
security and health
innovative ideas. We are also
• To promote greater equality of
active participants in a range of
opportunity, and
high proﬁle roads-related forums.
• To improve quality of life and
the natural environment
We put customers ﬁrst in
The Highways Agency has
everything we do, listening
aligned its aim and objectives
to them, and gaining a better
with the DfT’s vision. We use
understanding of the way our
network impacts on them, so that a balanced scorecard to
aid strategic planning and
we can better respond to their
management of the business,
needs and expectations.
using the scorecard as the
framework for target setting from
a corporate level through to work
plans for individual staff members.

"JN PCKFDUJWFTBOEWBMVFT
&YQMBJOJOHPVSTUSBUFHZGPSEFMJWFSZ
We have a deﬁned strategy and
vision represented in our aim,
objectives and values.
0VSBJN
Safe roads, reliable journeys,
informed travellers
0VSQSJNFPCKFDUJWF
1. To deliver a high quality service
to all our customers by:
• reducing congestion and
improving reliability
• improving road safety
• respecting the environment
• seeking and responding to
feedback from our customers
0VSFOBCMJOHPCKFDUJWFT
2. To ensure more effective
delivery through better
working relationships
3. To implement best practice
and innovative solutions to
improve service now and in
the future
4. To be a good employer
5. To be an efﬁcient agency with
effective business processes
and resource management
systems

0VSWBMVFTIPXXFCFIBWFJOGVMàMMJOHPVSPCKFDUJWFT
$VTUPNFSTFSWJDF

We put our customers ﬁrst and aim to deliver world class quality of service

5FBNXPSL

We work together in dynamic teams and partnerships

$POUJOVPVTJNQSPWFNFOU

We are committed to learning, innovation and ﬂexibility

%JWFSTJUZ

We value people for who they are and their contributions

#FTUWBMVF

We provide quality services that provide value for money

*OUFHSJUZ

We build trust by acting with honesty, openness and fairness
)JHIXBZT"HFODZ Annual Report and Accounts 2008-09 

About us

How we link with other parts of government
1BSMJBNFOU

).5SFBTVSZ

Spending Review
Public Service
Agreement Targets (PSA)

Defra

%FQBSUNFOUGPS5SBOTQPSU

Department for Communities
and Local Government

Sustainable communities

Reliable journeys
Sustainable
Development
Commission

Safer roads
Improved environmental
performance

Vehicle and Operator
Services Agency
Driving Standards Agency

Road worthiness standards

Sustainability
agenda

Road safety

)JHIXBZT"HFODZ

Local authorities

Local development
frameworks
Strategic local roads
interface

Regional
Assemblies

Police and other
emergency services

Regional transport
strategy

Trafﬁc management

Regional spatial planning

%FMJWFSZUPPVSDVTUPNFST
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Road safety

Annual performance report
An overview of our performance
in 2008-09
The strategic road network provides an essential
service to commerce and industry and to the lives of
communities and individuals. The network connects
our cities, regions and international gateways, playing
a signiﬁcant part in supporting economic growth and
productivity. The network is not only the backbone for
the distribution of goods, it is also essential to people
travelling around the country, visiting friends or family,
making leisure or business trips.
We are continually working to reduce delays, improve
the reliability of the network and improve our safety
performance. We are increasing road capacity both by
conventional widening and increasingly by making better
use of existing roads through use of the hard shoulder
as a running lane, delivering extra capacity at lower cost
and with a reduced impact on the environment.
The sections that follow set out the work undertaken
by the Highways Agency during 2008-09 to achieve
these aims.
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Managing the network

5SBGàD0GàDFSTNBOBHFUSBGàDPO
UIFNPUPSXBZOFUXPSLEBZTB
ZFBS IFMQJOHDVTUPNFSTXJUIUIFJS
KPVSOFZT DMFBSJOHJODJEFOUTBOE
SFEVDJOHDPOHFTUJPO
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Managing the network
0VS5SBGàD0GàDFS4FSWJDF
%BZUPEBZNBOBHFNFOUPGUSBGàDPOUIFNPUPSXBZOFUXPSLJT
VOEFSUBLFOCZPVS5SBGàD0GàDFS4FSWJDF5IF4FSWJDFDPNQSJTFT
BSPVOE USBGàDPGàDFSTBOEDPOUSPMSPPNTUBGGXPSLJOHPVUPG
TFWFOSFHJPOBMDPOUSPMDFOUSFTBOEPVUTUBUJPOT5IFUSBOTGFSPG
SFTQPOTJCJMJUJFTGPSUSBGàDNBOBHFNFOUGSPNUIFQPMJDFXBTDPNQMFUFE
JO0DUPCFSXJUIUIFHSBOUJOHPGTUBUVUPSZQPXFSTUPBSSBOHF
SFNPWBMBOEEJTQPTBMPGBCBOEPOFEBOECSPLFOEPXOWFIJDMFTGSPN
UIFNPUPSXBZOFUXPSL5XPSFHJPOTIBWFCFHVOUPVTFUIFTFOFX
QPXFST XJUISPMMPVUUPCFDPNQMFUFECZTVNNFS
5SBGàDPGàDFSTPQFSBUFBTFSWJDFBOEEFBMXJUIPWFS 
JODJEFOUTFBDINPOUI BJNJOHUPSFBDIPWFSPGUIFTFXJUIJO
NJOVUFT5IFUJNFUBLFOUPDMFBSJODJEFOUTIBTCFFOSFEVDFE
UISPVHIEFUBJMFEPQFSBUJPOBMBOBMZTJTBOEQMBOOJOH BOEJNQSPWFE
XPSLJOHQSBDUJDFTXJUIUIFQPMJDFBOEPUIFSFNFSHFODZTFSWJDFT
3PBETBSFSFPQFOFENPSFRVJDLMZ BOEUIFJNQBDUPGJODJEFOU
SFMBUFEDPOHFTUJPOSFEVDFE
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Managing the network

.BOBHFENPUPSXBZT
We have begun a three year
programme to develop our
trafﬁc incident management
arrangements which includes:

$PMMBCPSBUJPOJO8FTU
.JEMBOETTQFFETVQ
JODJEFOUSFTQPOTFUJNFT
Since October 2008 we have
piloted basing staff from
AmeyMouchel, our local
managing agent contractor,
alongside our trafﬁc ofﬁcers
and ofﬁcers from the Central
Motorway Police Group at
our Regional Control Centre
in Quinton. Early results
demonstrate a more integrated
and faster response, with
incidents cleared quickly and
reduced delays beneﬁting
motorway users.

• improving communications
using the police Airwave
radio system for our incident
support units, facilitating better
interaction with the police at
incident scenes.
• implementing off-network
diversions when a signiﬁcant
incident has occurred.
• erecting incident screens to
make accidents less visible
from the opposite carriageway.
• optimising incident management
arrangements using desk-top
and live exercises.
• establishing strategic alliances
with key stakeholders and
partners, and drawing on
best national and international
practice.
Road users are increasingly
recognising the assistance
provided by the Trafﬁc Ofﬁcer
Service, and feedback has
been very positive, with frequent
praise for on-road and control
room staff.

Trafﬁc Ofﬁcers and the regional
control centres will play a pivotal
role in supporting the delivery
of managed motorways, where
the hard shoulder is used
as an active running lane at
congested periods.
Hard shoulder running works by
installing technology to monitor
and control the ﬂow of trafﬁc, and
uses electronic signs to warn
drivers of safety hazards, allowing
the safe use of the hard shoulder.
We have made good progress
applying the learning from the
successful operation on the M42
of active trafﬁc management
(ATM) and use of the hard
shoulder as a running lane. The
M42 pilot showed that, at a
cost signiﬁcantly lower than
conventional widening schemes,
beneﬁts can be made to trafﬁc
ﬂows, journey time reliability, and
reduced emissions. A signiﬁcant
proportion of the national
strategic roads programme
announced by the Secretary of
State for Transport in January
2009 is made up of hard shoulder
running schemes on our major
motorways and key trunk roads.
The extension of ATM to
further sections of motorway
around Birmingham began in
August 2008, with completion
of the ﬁrst phase expected in
December 2009.
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Managing the network

3FMJBCJMJUZ
Congestion on the network leads
to greater unreliability in journey
times. The majority of road users
have an anticipated arrival time
when setting out, particularly
where trips are to and from work,
or leisure trips such as to sporting
events with speciﬁc start times.
We have therefore continued
working to improve the reliability
of journeys by making progress
with our 3FMJBCJMJUZ%FMJWFSZ
1MBO. The Delivery Plan consists
of a programme of actions aimed
at minimising the increase in
journey time unreliability, building
on existing programmes and
services, and containing new
services that we will deliver over
the next three years.

*/5)&/&84

%FBMJOHXJUIJODJEFOUT

3FTDVFPO.

Our trafﬁc ofﬁcers now deal with
all aspects of incidents where the
police are not involved, improving
the time taken to clear incidents
and restore normal service,
reducing the impact of incident
related congestion, and reducing
the risk of secondary incidents.

Trafﬁc Ofﬁcer Sandy
Osborough says:

The Delivery Plan consists
*ODJEFOUEFUFDUJPO
of more than 30 measures
designed to reduce congestion
Work began this year on
so as to improve reliability,
extending the coverage of the
and covers many aspects
Motorway Incident Detection
of our work on managed
and Automatic Signalling
motorways, managing incidents
(MIDAS), from 1,200 to
and information services.
1,400kms. The system works
The programme has been
by detector loops in the road
implemented effectively during
surface providing live trafﬁc
2008-09, with delays now at their
information on a combination
lowest level since monitoring
of gantry and verge-mounted
began four years ago. The
electronic message signs.
reliability measure shows an
improvement of about 10% since We delivered 120km during
the year with the system now
2007-08. This has been helped
providing queue protection and
by the 1% fall in trafﬁc levels
smoothing trafﬁc ﬂow to over
between 2007 and 2008, which
reﬂects the economic downturn. 45% of the motorway network.
The project will be completed
Details of some of the key
over the next two years.
initiatives making up the Delivery
Plan are set out below.

‘Skye and her baby, Roxy,
were stranded on the M4
waiting for recovery in
torrential rain. I decided to
stay as she was nervous and
did not want to leave the car,
so gave her hard shoulder
safety advice and told her to
stand on the verge behind
the barrier to wait for her
recovery service to arrive.
Throughout Roxy was as good
as gold and Trafﬁc Ofﬁcer
Dave Webb, and I, were
happy to stay for the duration,
despite being soaked
completely. Doing a job like
that is what deﬁnes a Trafﬁc
Ofﬁcer, and you can’t put a
value on the feeling Dave and
I had when Skye and Roxy
were safely on their way.’
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Managing the network

/FXUFDIOPMPHZ

3FEVDJOHEFMBZTBUSPBEXPSLT

*OáVFODJOHUSBWFMCFIBWJPVS

We will be extending the use
of new technologies to our
all purpose trunk roads. For
example on the A14 corridor
we have begun to implement
automatic incident detection,
variable message signs for
strategic trafﬁc management,
CCTV cameras for trafﬁc and
incident management, and
road safety improvements.
These measures will be fully
operational by 2010.

The use of average speed
cameras through road works
improves compliance with
speed limits, smoothes trafﬁc
ﬂows, and reduces delays. So
we are now able in many cases
to adopt a 50 mph speed limit
rather than 40 mph through
major schemes. And the use
of quick-change moveable
barriers minimise the impact of
roadworks by reducing the time
required to install and remove
trafﬁc management measures.

Our wide ranging Inﬂuencing
Travel Behaviour programme
helps road users to avoid
congestion, and has the broader
aim of reducing congestion at
source. We improve journey
reliability for road users by the
following means.
• We provide timely, accurate
information allowing road
users to make more informed
choices, explained in more
detail below.
• We work with developers
and planning bodies to ﬁnd
sustainable transport solutions
that will support housing and
development – the Corporate
Social Responsibility section of
this report contains more details.
• We reduce the load on the
network by promoting journey
planning and car sharing; we
encourage alternative forms
of travel such as cycling,
where feasible, and the use
of public transport, and we
champion homeworking and
videoconferencing.
These sustainable travel
initiatives help cut congestion on
our roads and reduce emissions.
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Managing the network

#FUUFSJOGPSNFEESJWFST
Quality information services
are crucial in helping road
users make informed choices
when planning journeys and
whilst travelling on the network.
We therefore continue to
develop sophisticated systems
for gathering and relaying
information about current road
conditions to road users.
*OGSBTUSVDUVSFJNQSPWFNFOUT

$BSTIBSFMBOFT

Our programme of Local Network
Management Schemes provide
smaller scale engineering
solutions to speciﬁc problems at
a local level. Costing less than
£10 million each, we delivered
over 200 of these schemes
during the year.

Our ﬁrst car share lane,
opened in March 2008 at the
junction of the M606 and the
M62 near Leeds, has proved
to be a success. Analysis
of the usage of the lane and
compliance with occupancy
rules has been encouraging,
and some modiﬁcations have
been made to the trial. We
are continuing to look at ways
to integrate priority lanes
with other innovative trafﬁc
management techniques.

.BOBHJOHIFBWZHPPETWFIJDMFT
This year we distributed some
60,000 Fresnel lenses to left
hand drive HGVs, on ferries and
at ports, to reduce the number of
occasions when they side swipe
other vehicles. This effective, low
cost initiative helps reduce the
number of minor accidents and
the consequent delay.

We undertook a major upgrade
of our information services this
year, the main enhancements
explained below:
5IF)JHIXBZT"HFODZXFCTJUF
Our website provides a range of
trafﬁc information services for our
customers. The site has become
increasingly heavily used,
with around 10 million page
impressions a month. During the
severe weather of February 2009
a normal month’s worth of visitors
accessed the website in less
than a day.

)JHIXBZT"HFODZ*OGPSNBUJPO
-JOF )"*HAIL is an established 24 hour
information line which provides
information on all aspects of our
business. It is an effective single
point to report debris or damage
on the road, or to contact any
part of the Agency.
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8PSLJOH
XJUIUPVSJTU
BUUSBDUJPOT
UPIFMQUIFN
XJUIKPVSOFZ
QMBOOJOH

5SBGàD3BEJP

5SBGàDDBNFSBJNBHFT

Our Trafﬁc Radio service
launched on DAB digital radio in
June 2007. The service provides
a wide-ranging real time
trafﬁc information service, with
national trafﬁc headlines and
six regional services updated
every ten minutes at peak times.
In 2008-09 we expanded Trafﬁc
Radio broadcast content to
the internet, and locally onto
1386AM at the Birmingham NEC
to aid journey planning from
events leaving the centre.

In addition to making these
available on our website, we are
providing streamed CCTV images
from more than 1,000 cameras
located on our network, through
the web, to approved websites
such as the BBC and regional
media groups. The images
provide customers with an easily
accessible view of network
conditions before they set out.

&MFDUSPOJDWBSJBCMFNFTTBHF
TJHOT 7.4
The information on our VMS
has been enhanced to include
the travel time for vehicles
between speciﬁed points on
the network. The information
is calculated automatically
by our trafﬁc monitoring
equipment. This year we also
successfully experimented with
displaying travel times on mobile
electronic variable message
signs through major road works.
Better certainty of conditions
ahead results in greater driver
satisfaction and results in
improved behaviour.

*OGPSNBUJPOQPJOUT
We began installing information
points where customers
can access real-time trafﬁc
information two years ago at
some motorway service areas.
We will be adding a further 180
units, extending the service to
other venues such as shopping
centres, ports and airports over
the next 18 months.
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We are
urist
encouraging tourist
ake
attractions to make
more use of our live
trafﬁc information services
to help make them more
accessible to the millions of
families across England.
Good quality maps and
route-planning advice are
important factors in making
attractions easy to get to. We
have provided assistance
and advice to tourism
bodies and visitor attractions
preparing publicity materials,
and we offer a link from
attractions’ own websites to
journey planning information,
including live updates on
trafﬁc conditions.
For example the Portsmouth
Historic Dockyard website
now provides visitors with
live trafﬁc information on the
major approach roads using
information supplied by our
National Trafﬁc Control Centre.

Maintaining the network
Maintenance of the network continues to be
our largest item of expenditure, absorbing
about one third of our budget each year.
This is the amount required to keep the
network safe and maintained in a
steady state condition.
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Maintenance covers a wide
range of essential activities, but
can be categorised as:

.4FWFSO#SJEHF
DBCMFXSBQQJOH
In December 2008 the
Highways Agency’s partners
Severn River Crossing plc,
InterRoute, Faber Maunsell,
C Spencer Ltd and Laing
O’Rourke successfully
completed the installation
of the dehumidiﬁcation
system on the M48 Severn
Bridge main suspension
cables. The ﬁrst of its kind
to be fully operational
in the UK, the project
involved the installation of
four dehumidiﬁcation plant
rooms within the bridge,
and wrapping the entire
length of the suspension
cables in a polymer based
material. The individual wires
making up the suspension
cables are dried by passing
de-humidiﬁed air along the
wrapped sections. Recent
monitoring results are
positive, showing humidity
reduced to 50% in some
places, with the trend
heading towards the target of
below 40%.
This system reduces the
effects of corrosion to the
main cables.

our assets. The system’s reporting
capability will be available to
everyone who needs access to
asset reports, both within the
• 3PVUJOFNBJOUFOBODF such
Highways Agency and our supply
as clearing hazardous defects,
chain. Looking further ahead,
clearing debris and litter,
from 2012, we will also deliver
treating ice and snow, clearing
routine maintenance through the
drains, and cleaning and
integrated asset management
replacing signs
system. This will enable an
• 3PBETSFOFXBMT including
optimised schedule, delivering
new road surfaces, and other
maintenance and inspections by
roadworks such as footways,
need rather than routine.
cycle tracks, safety fences and
drains
This year we implemented
• 4USVDUVSFTSFOFXBMT, for
a consistent system of cost
example the repair and
reporting by our Managing
rebuilding of bridges and
Agents responsible for
underpasses, tunnels and
maintaining the network on
gantries
our behalf. By 2011, contracts
• 5FDIOPMPHZSFOFXBMT
becoming due for renewal will
including repair of variable
include a reporting requirement.
message signs, cameras,
4BGFUZJNQSPWFNFOUT
emergency telephones and
equipment in control centres
We continue to operate one of the
safest road networks in the world.
We have continued working to
We have kept ahead of our longmaintain our network assets at
an optimum level. To assist in this term safety target set by the DfT
we have taken signiﬁcant steps in by introducing new measures to
the development of an integrated improve road user safety and our
network safety performance.
asset management programme,
the aim of which is to optimise the
We remain on target to achieve
operation of the network by taking
our part of the DfT’s target for
a long term strategic approach to
improved road safety of a 33 per
the management and monitoring
cent reduction in the number of
of its asset performance. Our
people killed or seriously injured
strategy is to integrate all
by 2010.
existing systems holding asset
However, it has become
data on pavements, drainage,
increasingly difﬁcult to
geotechnics and structures, into
maintain downward pressure
a single, reliable data source
on the numbers of people
with unambiguous ownership.
killed or injured. Engineering
A decision support tool is
improvements cannot provide
being developed to enhance
the entire solution, so we have
our analysis and modelling
shifted the focus of our road
capabilities, for example, by
allowing us to examine the impact safety improvement activity. We
are working with others, such
of different investment levels on
the condition and performance of as local highway authorities,
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industry and the emergency
services, to inﬂuence driver
behaviour. We also involve
road users in the process, with
particular focus on higher risk
groups such as young drivers
and motorcyclists. Our Strategic
Safety Action Plan sets out the
key actions we are taking to
reduce deaths and injuries on
the network. The three main
themes are:
• The provision of information
and raising of awareness
amongst staff, partners and
road users
• Working in partnership to
achieve targets and objectives
• Applying effective and
robust procedures to ensure
that safety improvements
and measures achieve the
outcomes intended

%SJWFSJOGPSNBUJPOQSPHSBNNFT
Driver education forms an
important part of our strategy
to reduce deaths and serious
injuries on our roads. Working
with variety of road user groups,
industry and emergency services
we have further developed our
driver information programmes,
(DIPs), aimed at the long-term
improvement of driver behaviour.
DIPs are distributed through a
variety of media such as DVDs,
magazines, and audio CDs, and
can be accessed on our website.
They cover a wide range of
topics including towing, driving
with a disability, HGV driving,
safely ﬁtting child car seats, and
motorcycle safety. The material
is versatile, customer focused
and above all engaging. We
estimate that we deliver around
half a million DIPs each year
to customers. Their impact
extends well beyond our network,
therefore making a contribution to
casualty reductions country-wide.

,4*$BTVBMUZ5BSHFU DBTVBMUJFTZFBS

(SFBU3PBET (SFBU
3JEFTMBVODIFE
In February 2009 Jim
Fitzpatrick, the Road Safety
Minister, launched Great
Roads, Great Rides 2 at the
annual Royal Society for
the Prevention of Accidents
(RoSPA) Road Safety
Congress in Blackpool.
This new interactive DVDROM helps riders ‘read
the road’ successfully and
stay safe while enjoying
their biking experience. The
DVD puts the viewer on the
motorbike, inside the helmet
and close to the road, during
a ride featuring motorway,
urban and countryside roads.

4000

The interactive challenge
feature helps riders sharpen
up their observation skills and
riding technique.

3500
3000

Some 600,000 copies of
the original Great Roads,
Great Rides DVD have been
distributed since its release
in 2006.
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,FFQJOHUIFOFUXPSLTOPXGSFF
In February 2009 despite the worst snowfall in
20 years, all motorways were kept open, with the
exception of the two bridges across the Severn
where ice dropping from the structures forced a
day’s closure. And by using contingency plans to
monitor and replenish salt stocks we were able to
help local authorities as they faced often severe
shortages. This severe weather was the ﬁrst full
test for our new ﬂeet of winter service vehicles
which have begun to replace our older gritters.
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The new vehicles tackle snow and ice using
state of the art monitoring technology on board.
Their introduction marks our move towards use
of pre-wet salt, which gets to work faster on the
road surface to prevent ice formation, and uses
20% less salt.

Investing in the network

Investing in the network
We add capacity to the network
through our capital building
programme. Our delivery of major
projects has been enhanced
through the strengthening of
our commercial and project
management capabilities, and our
future plans draw upon the lessons
learned during the innovative use
of the hard shoulder as a running
lane, trialled on the M42.
Since April 2008 we have applied
the Project Control Framework,
an improved approach to
project management, to all major
schemes. We have utilised new
performance measures based
on Earned Value Management
techniques. Monitoring and
assessment of the beneﬁts
delivered to date shows a process
of continuous improvement.
We completed work on 16 major
schemes in 2008-09, all of which
brought big improvements
to journey reliability, safety,
or reduced impact on the
environment, with work
continuing on seven others.

.XJEFOJOH
In autumn 2008 we selected
Connect Plus, a consortium
comprising Balfour Beatty,
Skanska, Atkins and Egis Projects
to widen key sections of the M25.
After completion of the funding
arrangements the Design Build
Finance and Operate (DBFO)
contract was signed in May
2009. In addition to widening, the
contract provides for the operation
and maintenance of the M25
network for the next thirty years.
Beneﬁts to road users will include
reduced congestion, improved
journey time reliability and safety.

.BKPSSPBETDIFNFTDPNQMFUFEEVSJOH
4DIFNF

$PVOUZ

.+BXJEFOJOH
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)BNQTIJSF

.$BSMJTMFUP
(VBSETNJMMFYUFOTJPO
The M6 extension from
north of Carlisle to the
Scottish Border, opened in
December 2008, upgraded
the A74 between Carlisle
and Guardsmill, bridging
the missing motorway
link between London and
Glasgow. The scheme
provides safer and less
congested journeys for
long-distance trafﬁc between
the North West of England
and Scotland. The £174m
project was part funded by
the European Union as part
of the Trans European
Road Network.
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The breakthrough to link the north and
south tunnels on the A3 Hindhead
Improvement project was made in
February 2009, creating the UK’s
longest road tunnel under land.

'JTDBMTUJNVMVT
In December 2008, a £700 million package of transport investments
was announced as part of the Government’s ﬁscal stimulus. The
Highways Agency is delivering £400 million of this, including:
• the bringing forward of work to introduce hard-shoulder running on
around 340 lane miles of Britain’s motorways
• the start of work, three years early, on providing a new fast link
between the A1 and M1 by upgrading to dual carriageway the
missing section of A46 from Newark to Widmerpool
• the bringing forward of a substantial programme of asset renewal
work, impacting on projects in all regions
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3PBEVTFSTTBUJTGBDUJPO
Our commitment to seek and
respond to feedback from our
customers is shown through our
national and area road users’
satisfaction surveys, which
are carried out throughout the
year. The National Road Users’
Satisfaction Survey involves
around 2,000 people annually
who are interviewed at their own
homes. It provides the results for
our key performance indicator
for road user satisfaction as well
as other important information
about how our customers use our
network and services.
Satisfaction levels were measured
across our three core objectives:
• journey time reliability and
congestion
• safety
• environment
In 2008-09 we changed the way
we measure improvements in
road users’ satisfaction. Although
performance improved over
the course of the year we fell
slightly short of achieving our
target. Details of the target and
performance can be found on
page 44 of this report.

.FNPSBOEVNPG
6OEFSTUBOEJOHTJHOFE
XJUI5IF$BSBWBO$MVC
The Highways Agency is
working more closely with
The Caravan Club to make
travel on our network safer
and easier.
In February 2009 Graham
Dalton, Chief Executive,
and Trevor Watson, Director
General of The Caravan Club,
signed a Memorandum of
Understanding (MoU).
The Caravan Club has one
million members who are
already encouraged to
make use of our journey
planning tools and live
trafﬁc information. The MoU
will assist more effective
communication on a range of
issues, and allow the sharing
of skills and knowledge on
areas of mutual interest.

4UBLFIPMEFSTBUJTGBDUJPO
During 2008-09 we conducted a
stakeholder satisfaction survey
to obtain feedback on how the
Agency performs in partnership
working. We have continued
to develop our network of
stakeholder account managers
and focal points specialists
to ensure that stakeholder
feedback is cascaded to all
areas of the business.
We have entered formal
collaborative working
arrangements with two key
stakeholders and are continuing
to develop further arrangements.
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$VTUPNFS1SPNJTF
As part of moving the Agency
forward we have developed
our Customer Promise following
discussions with our customers,
stakeholders, staff and suppliers.
The dialogue generated the
following statements that set out
the key features of our services
to customers simply and clearly.
• We will help you make your
journeys safely and reliably
3PBE6TFSTBOE
• We will provide value for money
&OWJSPONFOU$PNNJUUFFT
and invest in improved services
To assist the Highways Agency
• We will provide helpful
in developing a more customerinformation to enable you to
oriented approach to our
make choices before and
business we host two focused
during your journey
stakeholder committees, the
• We will clear up incidents
National Road Users’ Committee
quickly and safely
and the National Environment
• We will limit any delays when
carrying out roadworks and
Committee. These include
improvements
representatives from our main
• We will play our part in
customer organisations: road
protecting the environment
users, industry, and statutory
and non-statutory environmental • We will ask you for your views
and act on feedback
groups. Both committees are
• We will deal with you promptly,
chaired by our Chief Executive.
courteously and helpfully
The meetings allow us to engage
with stakeholders at a senior
Since introducing the Customer
level, set out the rationale
Promise in 2007 we have
behind our work, facilitate
made signiﬁcant progress in
two-way dialogue, and lead to
embedding its ethos with staff,
increased stakeholder support.
suppliers and stakeholders by:
As an indicator of the levels
• Holding a series of roadshows
of importance we attach to
with our staff;
cultivating healthy stakeholder
• Explaining our role to
relationships, we have this year
stakeholders using the DVD ‘A
increased the number of these
day in the life of the Highways
meetings to six per annum.
Agency’, and
We operate a similar
• Building the Customer Promise
arrangement at regional level,
into the development of a
providing a channel for the
contractors’ charter setting out
discussion of local operational
the commitments we expect our
and environmental issues directly
strategic suppliers to sign up to.
with the Highways Agency.
But our challenge remains to
complete this process.
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To improve our understanding of
our customers’ needs we use a
network of Customer Beacons
representing teams in the
business areas of the Highways
Agency. Beacons act as the
‘eyes and ears’ of the Agency,
gathering feedback from our
customers and stakeholders,
and reporting and sharing this
information by means of our
quarterly Customer Feedback
report. The report summarises our
customers’ concerns, and what
action we have taken in response.
As a result of feedback we
make changes across the full
range of our activities, from the
way we provide services, and
communicate with customers, to
revising internal processes and
policies, and commissioning
research.
Our website contains a customer
feedback section for comments.
We also publish copies of the
feedback reports for information.

Efﬁciency
Improved efﬁciency continues
to be an important element
in adding value to service
delivery. Following our strong
performance over the three year
Spending Review period to 31
March 2008 when the Highways
Agency delivered £238 million
of efﬁciency gains against a
stretch target of £200 million we
are again aiming to over-achieve
our targets. In 2008-09 value
for money (VfM) gains of £106
million were achieved against a
target for the year of £91 million.
The Highways Agency’s latest
Spending Review settlement
included a target to deliver VfM
gains of £144m by the end of
the ﬁnancial year 2010-11. In
addition, the November 2008
Pre-Budget Report included
a requirement for the Agency
to identify a further £150m
efﬁciency savings by 31
March 2011. These additional
efﬁciency savings are expected
to include efﬁciencies arising
from the rollout of the Managed
Motorways programme as well as
the over delivery of the original
CSR 07 target.

waste from local quarries, both
of which can be alternatives
to purchasing materials when
constructing roads.
Continuous improvement and
sharing cost reductions between
the Highways Agency and its
managing agents, in the delivery
of routine and winter maintenance,
has enabled several contract
renewals for Maintenance Areas
to deliver efﬁciency gains of
£23 million. In addition, value for
money gains on provider and
managed works amounted to £16
million in 2008-09.
The award of the ICT Services
Contact in December 2007 has
delivered gains of £1 million in
2008-9 and should deliver further
VfM gains over the CSR 07 period.

5IFCFOFàUTPGIBSE
TIPVMEFSSVOOJOH )43
Use of the hard shoulder as
a running lane provides four
lanes for trafﬁc, and brings
similar additional capacity
to conventional widening at
about 60% of the cost. Trafﬁc
ﬂows are smoothed by the
use of variable speed limits,
leading to more consistent
journey times. HSR uses
fewer natural resources for
construction, and causes less
destruction of natural habitats.

Photo © G L Jones/Sustrans

By the end of March 2009, the
Highways Agency identiﬁed £66
million of VfM savings through
Value Engineering Workshops.
Savings are identiﬁed through
sharing engineering best
practice across Highways
Agency, which ensures that
more efﬁcient ways of working
are developed and shared
effectively. For example, these
workshops have delivered
savings through encouraging
the re-use of materials found at
construction sites and through
promoting the recycling of
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A well-functioning transport system allows access to jobs, services and leisure
activities. Our challenge is to minimise the impact of our network on communities
and the wider environment.
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Our purpose is to support the
sustainability of the nation as a whole by
operating, maintaining and improving
the England’s strategic road network.
We do not generate a proﬁt – all of our
funding is used to deliver this important
public service which, in turn, helps
to sustain both national and regional
economies and supports the various
communities that we serve.

We also recognise that we have a
wider responsibility beyond the
focus of providing a safe and
reliable strategic road network.
ou
ut
In this section of the report, we sett out
rds:
rd
s
s:
the progress we have made towards:
• Improving our response to the global challenge
of climate change;
• Delivering our sustainable development action plans;
• Improving our sustainability reporting;
• Planning and sustainable development;
• Improving our impact on the environment;
• Implementing measures to care for and develop
our staff.
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$MJNBUFDIBOHF
Climate change is now
commonly recognised as the
most signiﬁcant and urgent
environmental risk faced by
the planet. Global and national
strategies and targets press
for action from governments,
organisations and individuals.

During 2008-09 we further
developed our response by:

4VTUBJOBCMF%FWFMPQNFOU
"DUJPO1MBOT
Every year, since 2007 we have
developed and published a
Sustainable Development Action
Plan. This provides a useful
platform to communicate to our
staff and partners the importance
of sustainable development and
also enables a focus on activities
to improve our business from
this perspective. We report our
progress against the action plan
to the Sustainable Development
Commission and this is
published on our website.

• Setting up a new team whose
sole focus is to lead on
business change activities
relating to sustainability and
climate change.
• Developing our Climate Change
Our role, as a provider of
Adaptation Strategy and
key infrastructure within the
implementing various measures
UK, means climate change
to ensure that the way we work
is an important issue for us,
is adapted to the challenges of
both in terms of minimising
a changing climate.
the Agency’s contribution to
• Launching our Carbon
the causes (mitigation) and
Calculation Framework
A major source of our
managing the likely impacts of
in September 2008 to
greenhouse gas emissions is the
climate change (adaptation).
measure and understand the
electricity we use on the road
It is clear that national policy,
Greenhouse Gases emissions
network, in particular lighting.
and increasingly backed
associated with delivering
Network energy consumption
by legislation, is a driver for
our business. We used this
accounts for around a quarter of
reducing the Agency’s carbon
to develop our ﬁrst Carbon
our entire carbon footprint. This
emissions. Our challenge is
Footprint, ﬁrst details of which
energy use has been the focus
to ensure our network is ﬁt for
are published opposite.
of our Sustainable Development
purpose whilst safeguarding
Action Plans which resulted in
the environment for present
the standards for lighting being
and future generations, making
revised. As a result, in early
sure our activities and practices
2009 we began a programme
have as little adverse impact
of ‘midnight switch-offs’ where
as possible on society and the
network lighting is switched off
wider environment.
at midnight on selected lengths
of motorway. While savings are
modest during the pilot phase,
we anticipate that further roll-out
of the switch-off together with the
introduction of improved lighting
technology will offer huge
potential for reduction in both
emissions and ﬁnancial costs.

 )JHIXBZT"HFODZ Annual Report and Accounts 2008-09

Corporate Social Responsibility

0VSàSTUDBSCPOGPPUQSJOU



In September 2008, we launched our carbon
calculation framework (at www.ha-partnernet.
org.uk/sustainability) to measure the
greenhouse gas emissions associated with
delivering our business. We are using Carbon
Dioxide Equivalents (or CO2e) in tonnes as
the measure, which allows for the capture
of information related to the six greenhouse
gasses (GHG) covered by the Kyoto Protocol
(CO2, CH4, N2O, HFCs, PFCs, SF6).

The contribution to our footprint by each of
our business areas and each major source is
illustrated below.

We recognised that it was important for a
consistent and transparent approach to be
taken to establish the scope to be covered by
the footprint. The framework follows recognised
best practice including the GHG Protocol
Corporate Standard and the British Standard
ISO 14064-1, although at this stage, certain
requirements, procedures and processes
remain unfulﬁlled. In calculating the emissions
we produce, we have used GHG conversion
factors produced by DEFRA, the Environment
Agency or the University of Bath’s ‘Inventory of
Carbon and Energy’.

A degree of inaccuracy is inevitable within the
calculation tool during its ﬁrst year of application.
However, we have made every effort to detect
anomalies and recognise gaps or uncertainties
to ensure we have a credible basis for informing
decision making on carbon management.
We have analysed the key emissions sources
to identify baseline administrative ﬁgures and
to clearly understand whether the associated
emissions are directly or indirectly controlled
by the Highways Agency. This enabled us,
for the ﬁrst time, to include carbon reduction
targets in our 2009-10 Business Plan, and
begin making carbon reporting a part of our
regular business reporting. These targets cover
a combination of quick wins, around our ofﬁce
energy consumption and business travel, and
from the energy we consume directly powering
our network, a key emission source.

Following a year of collaboration between staff,
contractors and suppliers, our footprint for year
2008-09 was established as circa 550,000
tonnes of CO2e. The footprint considers
emissions associated with our internal ofﬁces,
network energy consumption and Trafﬁc Ofﬁcer
mileage, as well as those associated with the
resources used by our supply chain delivering
work on our behalf, including constructing
major schemes and maintaining or improving
the existing network.

We aim to demonstrate our continuing
commitment to carbon management,
recognising both our direct and indirect
control and inﬂuence on the wider UK carbon
emissions. The transport sector is the second
largest contributor to UKs carbon emissions
behind energy generation. Although our
own carbon footprint is orders of magnitude
lower than emissions from road users, it will
be important to be amongst the leaders in
best practice and ensure that our footprint is
reduced as much as is practicable.

&NJTTJPOTCZCVTJOFTTBSFB

&NJTTJPOTCZNBKPSTPVSDF
HA internal ofﬁces (2%)

Waste removal (3%)

MACs (25%)

Materials (41%)

Major projects (47%)

Energy (32%)

DBFO (3%)

Transport (24%)

Trafﬁc Ofﬁcers (1%)
Network energy (22%)
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4VTUBJOBCJMJUZSFQPSUJOH
In 2008-09 HM Treasury formed
a Sustainability Working
Group to develop guidance on
sustainability reporting. We were
invited to be members of the
group and continue to be closely
involved in its work.

'JHVSF*(SFFOIPVTFHBT ()( FNJTTJPOTCZTDPQF

Scope 1
Scope 2
Scope 3

'JHVSF**8BTUF
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Recycled waste (tonnes)
Non-recycled waste (tonnes)
Per head (kg)

2005-06 2006-07 2007-08 2008-09

Our Sustainability Report for
2008-09 is shown opposite and
work is in place to ensure that it
is developed in accordance with
the emerging proposals from HM
Treasury. Future years will also
include comparative information
around our greenhouse gas
emissions using the 2008-09
baseline year.
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1MBOOJOHBOETVTUBJOBCMF &OWJSPONFOUBM
EFWFMPQNFOU
QFSGPSNBODF
Housing and business
development requires effectively
planned transport arrangements
to support it.

3FEVDFEDBSCPO
GPPUQSJOUGSPNNPUPSXBZ
MJHIUJOH
In March 2009 we began a
programme of switching off
motorway lighting between
midnight and 5am at two
sites on the M4 and M5 in the
South West. Both motorway
stretches have excellent
safety records and very low
overnight trafﬁc ﬂows. We
expect up to 40% savings in
carbon emissions and energy
use, reducing our carbon
footprint, and beneﬁtting local
communities by reducing
light pollution of the night sky.

This year we have again
successfully met our targets
relating to air and water quality,
and biodiversity, and developed
baseline data on the greenhouse
The Highways Agency is a key
gas emissions arising from our
delivery partner, working together
business activities.
with Government Departments,
Regional Ofﬁces, regional and
Other key environmental
local planning and transport
initiatives undertaken in 2008-09
authorities, public transport
included:
providers and developers, to
• In response to the EU
inﬂuence planning policy and
Environmental Noise Directive
help shape development plans
we began developing road
and their outcomes. Through our
noise maps and an action
participation in the development
plan for England’s roads. The
and revision of Regional Spatial
results were published by the
Strategies and the preparation of
Department for Environment,
Local Development Frameworks,
Food and Rural Affairs in
we support the delivery of
spring 2008.
development whilst maintaining
• We continued to populate our
a safe and efﬁcient network for
cultural heritage database and
longer distance trafﬁc. Working
develop cultural heritage asset
with developers we ensure that
management plans for sites
the trafﬁc and environmental
near our network.
impacts of highways works
• We undertook research into
resulting from development
measures to further mitigate
are minimised.
the impact of ﬂoods on the
network.
Our engagement in the planning
system reduces pressure on the
network and makes a signiﬁcant
contribution to relieving
congestion and improving
journey time reliability.
We also work with companies
on a voluntary basis to devise
travel plans, or use the planning
application system to formally
require developers to include
travel planning measures in
their proposals. This year we
have delivered nine voluntary
plans with employers at key
development sites.
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$VTUPNFST TUBGGBOE
DPOUSBDUPST
8PSLGPSDF4USBUFHZ

0ZTUFSDBUDIFSTNBLF
OFXIPNFOFBS" . 
ESBJOBHFQPOE
Whilst the primary function of
drainage ponds is to protect
the wider environment from the
risk of pollution and ﬂooding,
they are colonised by wildlife.
In June 2008 a pair of
oystercatchers decided
to nest at the new A1(M)
motorway drainage balancing
pond close to the new
motorway service area near
Wetherby, North Yorkshire
The oystercatchers laid two
eggs at the pond which had
been relocated to allow the
construction of a new access
road. The existing reed beds
were replanted in the new
pond, and additional planting
took place once work at the
site was completed.
The pond is linked to the local
countryside via a badger/
wildlife tunnel so that the new
access road and local road
do not form a barrier to the
natural migration of wildlife
along the route of the A1(M).

Strong professional skills are a
prerequisite for the management
of large contracts and the
delivery of technically complex
projects on time and to budget.
To deal with these challenges
and those that lie ahead we
recognise that we need to make
the most of our people, and
build individual and collective
capability. We have therefore
introduced a Workforce Strategy
Programme of linked projects
aimed at:
• strengthening our internal skills
and capability;
• enabling more ﬂexible working
to meet priorities and
• improving our management of
performance.
We have taken the following
steps this year to progress the
Programme:
• We have delivered a targeted
leadership and improved
people management
programme;
• We have modernised our pay
and reward structure for senior
managers to more closely link
rewards to contribution, skills
acquisition and deployment,
and the market
• We are implementing ﬂatter,
more ﬂexible organisational
structures
• We are increasing our
Programme/Project Manager
capability and awareness;
• We have enhanced our
graduate scheme recruitment.

'JSTU.BLJOH
4VTUBJOBCMF5SBWFM
8PSLDPOGFSFODFIFME
Working in partnership
with Tyne and Wear local
authorities and the Tyne
and Wear Smarter Choices
te am we helped organise
the ﬁrst Making Sustainable
Travel Work conference in
Newcastle in October 2008.
Around 120 delegates from
companies across the North
East listened to a range of
experts explain how they can
cut the cost of commuting,
reduce carbon emissions and
beat congestion.
Delegates received advice
on easy to implement
sustainable travel measures,
and the ﬁnancial and
environmental beneﬁts of
travel planning – reduced
costs, improved health, and
increased productivity.
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3FHJPOBMJTBUJPO
In April 2008 we created
the Network Operations
Directorate (NOD) by combining
our planning, delivery and
operational functions. NOD is
organised into seven regions
matching the Trafﬁc Ofﬁcer
Service and aligned closely with
Government Ofﬁce boundaries.
Regionalisation provides:
• greater co-ordination and
efﬁciency through integrating
planning, operations and
delivery with a consolidated
view of customer outcomes
• a single regional focus for
engagement with Government
Ofﬁces and local stakeholders
• greater regional accountability

5SBJOJOH
The Highways Agency invests
in learning and development
to ensure that we have the
required, skills, knowledge,
behaviours and ways of
working to meet stakeholder
expectations efﬁciently and
effectively. This year we have
focused efforts on improving our
leadership capabilities, project
and programme management
skills, and our commercial and
contractual competence.

4UBGGJOWPMWFNFOU
We recognise the importance
of consultation with staff and
their recognised trade union
representatives, and provide staff
with opportunities to contribute
to decisions affecting their jobs
and careers. We aim to engage
and involve all our staff with
regular team brieﬁngs, cascaded
throughout the organisation, and

through regular meetings with
recognised trade unions.

)FBMUIBOETBGFUZ

And for our customers, we
have published guidance for
women road users in a DVD
and magazine format, and are
developing a similar guide for
disabled road users.

To enable all of our staff to
understand risks and appropriate
actions, we have developed a
range of e-learning packages
and tools which assist them to
take responsibility for themselves
and others.

We take our responsibility for the
health, safety and welfare of our
%JWFSTJUZ
staff extremely seriously. The
As part of our commitment to
good health of our workforce
diversity we have developed
plays an important role in
action plans for our staff covering business delivery, and during
race, disability and gender,
the year we reviewed our
as part of the DfT’s equality
approach to occupational health
schemes.
management.

4JDLOFTTBCTFODF
The Highways Agency has a
robust set of sickness absence
policies and procedures in
place to support managers in
managing attendance. This
year we have rolled out a
signiﬁcant communication and
training programme for middle
and senior managers to help
them address attendance
issues more effectively, which
has resulted in a signiﬁcant
improvement in absence levels.
For the ﬁnancial year 2008-09 the
average sickness per head was
7.59 days which was just short
of our target of 7 days per head
and represents an improvement
of 19% on the ﬁgure for 2007-08.
During the last year we have
continued to implement a
successful and well regarded
Health and Well Being strategy
which includes health screening
for all staff alongside other
support such as Occupational
Health and our Employee
Assistance Programme.
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This year we have concentrated
on minimising the risks faced by
our trafﬁc ofﬁcers working on the
high speed network.
We have more than 4,000
road workers at any one time
– approximately one for every
mile of our network – working
day in, day out to keep the
roads safe and well maintained
for road users.
To enhance the safety of our road
workers we have launched our
Respect campaign, supported
initiatives by the Institute of
Highways and Transportation to
improve driver behaviour through
road works, and investigated
ways of joint working with
industry to reduce risks.
We also recognise our role as a
leading construction client, and
are building on current good
practice, with the objective of
being considered an exemplar
client in health and safety by 2011
through delivery of the actions
in our Design, Construction and
Maintenance Strategy.

Looking forward

3FMJBCJMJUZ

.BKPSQSPKFDUT

4BGFUZ

We will implement a programme
of delivery actions that tackle
unreliable journeys on the
strategic road network. Seven
programme areas contain a total
of over 30 measures designed to
reduce congestion. Some of the
key interventions will be:

We will be opening two schemes
to trafﬁc in 2009-10; we will start
work on six schemes, three of
which will be Managed Motorways
projects that make use of the hard
shoulder as a running lane; we
will begin work on widening the
M25 between junctions 16 and
23s and 27 and 30, and start work
on improving the A46 between
Newark and Widmerpool.

We will continue to reduce
accidents through measures
such as new roads and
improvements, signing and road
marking and effective trafﬁc
calming measures.

• 6OQMBOOFEJODJEFOUT reduce
incident investigation times
through the use of GPS-enabled
collision investigation equipment
provided to the police;
• &OIBODFE*ODJEFOU4VQQPSU
6OJUT will operate on ﬁve of
our routes managed through
‘Design, Build, Finance and
Operate’ (DBFO) contracts;
• 3PBEXPSLTNBOBHFNFOU
use Quick-change moveable
barriers to minimise the impact
of major roadworks;
• 5FDIOPMPHZ we will
implement new technology to
manage trafﬁc ﬂow with better
intelligent capability;
• )FBWZHPPETWFIJDMFT
we will distribute a further 60,000
Fresnel lenses to left hand drive
HGVs on ferries and at ports.

We will be enhancing our
capability by:
• Introducing better deﬁned
performance measures for
our suppliers
• Completing the establishment
of our new Commercial Division
and providing commercial
capability training for our staff
• Extending and improving
our use of earned value
management techniques
• Reviewing and improving our
Project Control Framework
using lessons learned to date.

New programmes for 2009-10
include road safety guidance
for elderly drivers and disabled
road users, and a programme
to encourage young
pedestrians to treat the high
speed network with more care.
We will continue our ‘Respect
for Road Workers’ campaign
to encourage safer driving
behaviour through road works.
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.BJOUFOBODF

*OGPSNJOHSPBEVTFST

We will continue to implement our We will:
integrated asset management
• develop our website to include
programme, carrying out further
new gateway pages for our
analysis and improvement work
trafﬁc information and road
to increase the robustness and
projects sections;
reliability of our decision support
• introduce an enhanced new
tools, and improve the data we
look to the Trafﬁc England
hold about the network.
pages of our website;
We will be introducing the world’s • work with authorities in
Scotland, Wales and Northern
ﬁrst Trafﬁc Speed Deﬂectometer
Ireland on the use of our DAB
vehicle to survey structural
digital Trafﬁc Radio service;
condition of the road pavement,
avoiding the need to close roads • expand the number of
information points, where
while carrying out this work.
customers can access real
We will continue the upgrading
time trafﬁc information, to
of our ﬂeet of winter service
venues such as ports, airports
vehicles.
and major visitor attractions;
• launch a project to deliver our
key online services to mobile
platforms;
• expand the coverage of
variable message signs
displaying travel time
information.
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&OWJSPONFOU
We will review our overall
strategic approach to the
environment, and on speciﬁc
elements of our programme we
will:
• Cultural heritage – update our
guidance on design solutions
for archaeology, historic
landscape and built heritage.
• Nature conservation
– consolidate our Biodiversity
Action Plan to complement and
support the objectives of nature
conservation bodies.
• Noise –work closely with
DEFRA to implement the
requirements of the EU
Environmental Noise Directive;
develop a ﬁve-year noise
action plan.
• Water quality and drainage
– publish new guidance
implementing new water quality
assessment techniques and
drainage design guidance.
• Sustainable development
– publish our third action plan.

Looking forward

$BSCPOFNJTTJPOT

1MBOOJOH

$VTUPNFSTBUJTGBDUJPO

We will reduce the carbon dioxide We will continue working
emissions, compared with the
closely with regional and local
2008-09 carbon footprint, from:
planning bodies and developers
to ﬁnd sustainable transport
• the main Highways Agency
solutions that support housing
ofﬁces and administrative
and development; and we will
business travel by 5%; and
work with local authorities and
• the energy supply for network
businesses to inﬂuence travel
lighting by at least 600 tonnes.
behaviour by implementing more
We will begin looking at applying voluntary travel plans.
carbon considerations in the
investment decision making
process. We will reduce carbon
emissions by switching off road
lighting between midnight and
5am at six motorway sites in
Southern England.

We will deliver a high level of
road user satisfaction.

&GàDJFODZ
We will deliver cumulative
efﬁciency improvements of £127
million by the end of 2009-10,
contributing to a target of £144
million by the end of 2010-11;
and our programme will be
delivered within our allocated
administration budget over the
Spending Review period, which
requires cumulative efﬁciency
savings of 12.6% by the end of
2009-10.

)JHIXBZT"HFODZ Annual Report and Accounts 2008-09 

*O/PWFNCFSXFMBVODIFEUIF3FTQFDUPVS3PBE8PSLFST
DBNQBJHOPOUIF.+BUP+XJEFOJOHTDIFNFJO)FSUGPSETIJSF
8JUISPBEXPSLFSTTBGFUZJONJOE XFEFWFMPQFEBOFXJOGPSNBUJPO
%7%POCFIBMGPGUIF3PBE8PSLFST4BGFUZ'PSVN 3P84B' 
XJUIPVSQBSUOFSTGSPN4DPUMBOE 8BMFT /PSUIFSO*SFMBOE UIF
NBJOUFOBODF DPOTUSVDUJPOBOESPBETBGFUZJOEVTUSZ BOE5)*/,
5IF%7%JODMVEFTBIBSEIJUUJOHTIPSUàMNDBMMFE3FTQFDU 
IJHIMJHIUJOHXIZESJWFSTOFFEUPIBWFSFTQFDUGPSSPBEXPSLFSTBOE
BOBQQSFDJBUJPOPGUIFDPOTFRVFODFTUIFJSBDUJPOTDPVMEIBWF
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5IF)JHIXBZT"HFODZ
#PBSE

Nirmal Kotecha
Major Projects
Director

Stephen Dauncey
Finance Director

Graham Dalton
Chief Executive

Ginny Clarke
Network Services
Director

Steve Williams
Human Resource
Services Director

Derek Turner
Network
Operations Director

Denise Plumpton
Information
Director

Alex Jablonowski
Non Executive
Director

Andrea Gregory
Non Executive
Director

Tracey Barlow
Non Executive
Director

3FMBUJPOTIJQXJUIPVS
QBSFOUEFQBSUNFOU

)JHIXBZT"HFODZ#PBSE
TUSVDUVSF

)JHIXBZT"HFODZ#PBSE
TUSVDUVSF

During 2008-09 the Framework
Document outlining the
relationship between the
Highways Agency and DfT was
updated to improve the clarity of
the relationship, and respective
roles and responsibilities. It will
be published in 2009-10 and
includes the following features:

The Highways Agency Board
and its supporting sub-groups
have a single programme of
work, ensuring close alignment
and linkage of items discussed
in senior management
meetings and in corporate
communications. The full
Board meets monthly; this is
supplemented by meetings of
the Executive Group, made up of
the executive directors only.

4USBUFHZBOECVTJOFTTQMBOOJOH
HSPVQ 4#1 establishes and
maintains the medium to long
term (3 to 10 years) strategic
planning framework, which
supports the Highways Agency’s
corporate, business and
management planning.

• the establishment of a new
formal governance structure,
with the Highways Agency’s
Chief Executive reporting to
the Departmental sponsor, the
Director General of National
Networks, and
• clariﬁcation of responsibilities
for road schemes, with DfT
responsible for determining
priorities, and the Highways
Agency undertaking the
development and construction
phases of schemes.

A review of the work of the
three primary sub-groups was
undertaken during the year,
with roles and responsibilities
restructured as follows:
1FSGPSNBODF TLJMMTBOE
QSPQFSUZHSPVQ 141 provides
direction, and where appropriate,
approval to major issues relating
to the Highways Agency’s
workforce and its skills, and the
ofﬁce and operational estates.

%FMJWFSZPGJOWFTUNFOU
QSPHSBNNFHSPVQ %*1
provides assurance that
investment, output and efﬁciency
commitments can be delivered
in-year and over the three
year Spending Review period
(currently 2008-09 to 2010-11).
Two further groups also report to
the Board:
/BUJPOBMPQFSBUJPOTHSPVQ
/0( currently focuses on
delivery of the journey time
reliability and safety targets
"VEJU$PNNJUUFF advises the
Board on key risks and control
issues.
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$PSQPSBUFHPWFSOBODF
3JTLNBOBHFNFOU
The Board identiﬁes and actively
manages the major operational
and strategic risks facing the
Highways Agency and has
action plans to manage them.
During the year, action by the
Board substantially reduced
our exposure to many of these
risks. For example, procedures
for dealing with disruptions to
the network were reﬁned and
proved robust in dealing with the
summer ﬂooding. The current top
risks are in the areas of:
• Ensuring the safety of the
Highways Agency’s staff and
supply chain.
• Maintaining stakeholder
conﬁdence in the Highways
Agency, and stakeholder
relations to ensure success of
our major projects
• Justifying or obtaining the
necessary funding to deliver
our objectives as expected by
stakeholders.
• Meeting the journey time
reliability target demonstrating
reduced levels of congestion.
• Disruption of the network arising
from a major trafﬁc, security or
freak weather incident.
• Providing trusted, reliable,
useful and effective
management and other
information and achieving
the required standards of
information security.
• Shortage of appropriately
skilled people in the Highways
Agency or supply chain and/or
excessive turnover of staff
• Cultural or staff engagement
issues delaying or preventing
organisational change and
service delivery.

• Operation of trafﬁc management management of information
on controlled motorways
risks and information assets to
ensure that it continues to meet
Directors may also highlight
our business requirements and
major risks from their parts of the
accepted practice in industry
business where they need to:
and government.
• Give assurance that a major
risk is under control.
• Raise the need for action by the
Board to manage a risk.
These risks are added to the
Board’s corporate risk log. All
business areas also report their
key risks to the Board with their
performance reports as a matter
of routine.
Reporting of personal data
related incidents
The Highways Agency notiﬁes
any incidents involving the loss of
personal data to the Department
for Transport which publishes a
consolidated report detailing
the number and nature of
personal data related incidents in
the Departmental Resource
Accounts. Incidents are recorded
when electronic equipment or
documents are lost or stolen. No
such incidents were reported
during the year
Actions being taken to manage
information risk
The Highways Agency
i PSP, SBP and DIP are made up of
Board monitors actions to
ﬁve Board members including one
manage information risk through
non-executive as chair, and several
members of the Highways Agency’s
regular reviews of its risk
senior management. The NOG is
register. Actions include reports
made up of ﬁve directors and several
members of the Highways Agency’s
by Information Asset Owners
senior management.
and other senior managers
ii The Audit Committee is made up of
on how they have ensured
the three non-executive directors, one
conﬁdentiality, integrity and
of whom chairs. The Chief Executive,
Head of Internal Audit, Finance
availability of the information
Director and representatives from the
assets in their stewardship,
DfT and National Audit Ofﬁce attend
but have no vote. The independent
training of all staff in the basics of
chairman of the Audit Committee
secure information handling, and
advises as appropriate on key risk and
continuous improvement of our
control issues.
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,FZ1FSGPSNBODF
.FBTVSF
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For blank areas (unshaded) no comparable year
target exists.

variability/uncertainty in annual condition scores,
a tolerance is allowed in the target.

1 Four interventions are ongoing into 2009-10 or
5 A programme level variance of +0.10 or -0.05
have no allocated Average Vehicle Delay element.
against the CPI/SPI would mean that the target
would be deemed to be met; exceeding the
2 Target previously required a reduction of delays
upper limit of the acceptable range represents
below 3.78 minutes per ten miles; result was
over-delivery against target.
3.95 minutes per ten miles. This was due to a
number of underlying factors including:
6 Target was revised to 19.2% following a review
by DfT of the treatment of the A1 Dishforth to
• Target set in the absence of trend data;
Leeming scheme.
• Impact of trafﬁc growth greater than
anticipated;
7 Although the target was not achieved there
• Short-term disruption of major roadworks on
is an improvement compared to the 2007-08
the measured routes, and
result. Research has been commissioned to
• One-off large scale events such as the
understand why respondents are scoring trunk
ﬂooding in 2007.
roads signiﬁcantly lower than motorways.
3 Due to the compilation method these ﬁgures
– by necessity – reﬂect the calendar, and not
the ﬁnancial year. Also, the size of the Agency’s
network, on which the ﬁgures have been
calculated, has reduced over the period in
which comparative statistics are presented.

8 The basis of this target has changed in 2008-09.
The previous requirement was a 5% increase
in road user satisfaction across core objectives
compared to the prior year, and was reported
separately against trunk roads and motorways.
9 The comparable target in the three prior years
required efﬁciency improvements of £200m
cumulative by the end of 2007-08.

4 The measure of road surface condition is based
on surveys covering rutting, unevenness, and
skid resistance. The target takes account of
10 The comparable target in the prior year required
the fact that it is not practical or sustainable
efﬁciency improvements to be expressed in
to maintain the whole road network in as-new
monetary terms.
condition. The condition at which the road
network is to be maintained each year is
equated to a road surface condition index
score of 100 and is the target level at which the
road network will be maintained. To allow for
)JHIXBZT"HFODZ Annual Report and Accounts 2008-09 
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Financial
review
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Management commentary
'JOBODJBM4UBUFNFOUT
The statements cover the period 1 April 2008
to 31 March 2009 and have been prepared
in accordance with a direction issued by Her
Majesty’s Treasury (HMT) under Section 7 of the
Government Resources and Accounts Act 2000. A
copy of the direction may be accessed online on
the Treasury website at www.hm-treasury.gov.uk.
The ﬁnancial statements of the Agency are audited
by the Comptroller and Auditor General (C&AG)
head of the National Audit Ofﬁce.

this to be the case since 2001–02. All other network
assets are depreciated on a straight line basis.
The trunk road infrastructure was valued at
£87,666m at 31 March 2009.
3FDPHOJUJPOBOEUIFWBMVBUJPOPGQSPWJTJPOT

Due to the long-term nature of the Agency’s road
improvement activities, certain assumptions,
judgements and estimates are made in the
recognition and valuation of provisions relating
to compensation claims and acquisition of land.
The ﬁnancial statements have been prepared
The Agency is also subject to contractual and
in accordance with HMT’s Financial Reporting
damages claims. We assess the likelihood of
Manual (FReM).
adverse judgements or outcomes, as well as
the ranges of probable and estimated losses.
As an executive agency of the Department for
Our assumptions regarding the recognition and
Transport (DfT) the Agency’s ﬁnancial statements are
valuation of provisions are based on a variety of
consolidated within the resource accounts produced
data sources, and experience.
and published by the DfT. These are available online
on the DfT website at XXXEGUHPWVL.
"QQPSUJPONFOUPG1SJWBUF'JOBODF*OJUJBUJWF 1'* 
QBZNFOUTCFUXFFODBQJUBM JOUFSFTUBOETFSWJDF
4JHOJàDBOUBDDPVOUJOHQPMJDJFT
FMFNFOUT
There are several areas of the Agency’s ﬁnancial
The Agency has a number of PFI agreements
statements where accounting judgements have a
for the provision of new infrastructure and its
signiﬁcant impact on ﬁnancial outturn. These are
subsequent maintenance for a ﬁxed period of time,
outlined below:
typically 30 years.
7BMVBUJPOPGUIFUSVOLSPBEOFUXPSL
As explained in note 1.4 to the accounts,
professional valuers undertake a full valuation
of the network at intervals not exceeding ﬁve
years. The valuation process requires the use of
assumptions and estimates.
The valuation is recorded and calculated in the
Agency Valuation System (AVS). The AVS model
is used in the years between full valuations to
generate updated values for the trunk road network
by recording material capacity changes as well
as the application of indices for the costs of land,
and road construction. The cost of the network
includes any irrecoverable VAT and estimates for
compensation costs.
An adaptation of renewals accounting is used
to estimate depreciation of the road network.
Renewals accounting is only acceptable if the
network is maintained in a steady state. Annual
condition surveys of the network have conﬁrmed
 )JHIXBZT"HFODZ Annual Report and Accounts 2008-09

Judgements and estimates are made to apportion
the payments made to the contractor between
capital repayment and interest elements, with
the remainder of the PFI payment recorded as a
service charge in the operating cost statement.
Further details regarding valuation of PFI assets
can be found in Note 1.14.
More than 75% of the Agency’s liabilities are of
a long-term nature. These include provisions
for future lands acquisition and compensation
liabilities, as well as amounts relating to our
outstanding PFI liabilities which are repayable over
the life of the contracts.

Financial results
The Highways Agency Request for Resources voted
by Parliament for the year was £6.6bn.

"DUVBM
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The main areas of expenditure incurred by the
Agency in 2008-09 were as follows:
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The Agency’s budget is divided into Departmental
Expenditure Limits (DEL) and Annually Managed
Expenditure (AME):

The trunk road infrastructure is one of the most
valuable single public assets in the UK, and
• DEL budgets are ﬁrm three year plans set in the
maintenance of it consumed a high proportion
Spending Review
(over 38%), of the Agency’s expenditure in 2008• The Agency has exercised effective ﬁnancial and 09 (excluding capital charges and other non-cash
budgetary control, and utilised its DEL resource
items). The work undertaken includes replacing
and capital budgets to within 0.6% (£17m).
and maintaining surfaces, bridges and other
• AME budgets apply to items that are demand-led structures. It also includes the associated upkeep
or exceptionally volatile, where the Agency could of fencing, drainage, lighting and signage, and the
not be expected to absorb the effects of volatility cost of keeping the network moving in winter.
in its DEL; the notional charge for cost of capital
$BQJUBM*OWFTUNFOU
on the network (£2.96bn) is the principal item
falling into this category.
During 2008-09 £1,148m (2007-08 £1,054m) was
invested in the road network. Sixteen AgencyThe Agency used its resources to meet seven
funded major schemes opened for trafﬁc in the
out of eight key business plan targets (see the
year. The total expenditure was across some 1,100
table in the annual report for full details, including
schemes, with the 50 highest value schemes
comparisons with prior years).
accounting for £825m (2007-08 1,200 schemes, 50
'VOEJOHPGUIF"HFODZ
highest value, £875m) of the total. The six largest
major road schemes accounted for a third of the
Resources to fund the Agency’s day-to-day costs
overall spend:
and capital investment programme are obtained
through the Parliamentary supply process and
&YQFOEJUVSFJO
allocated within the main DfT Estimate.
4DIFNF
 bN
Our funding takes account of income generated by
the Agency, such as recoveries of costs for work
carried out on behalf of third parties or rental income
from surplus properties. More details of operating
income can be found in note 5 to the accounts. In
addition to the above, private sector funding is
available under PFI and Public Private Partnerships
(PPP) arrangements. The choice between public and
private ﬁnancing is made on a value for money basis.
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3FMBUJPOTIJQXJUITVQQMJFST
The Agency is committed to the prompt payment of
bills for goods and services received and aims to
settle 98% of undisputed invoices within contract
terms. During 2008-09 the Agency paid 98% of
undisputed invoices within terms. No interest was
incurred under the Late Payment of Commercial
Debt (Interest) Act 1998.
Performance in the last four years is shown in the
table below:
















In addition to the above target, from December
2008, Government required public sector bodies
to pay suppliers where possible within 10 days.
This measure is intended to help reduce ﬁnancial
pressures on companies by improving cash ﬂows.
Although there is no formal target, the Agency paid
76% of invoices received after 1 December 2008
within ten days.
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Government and Highways Agency spending plans
The second Comprehensive Spending Review,
(CSR), the Government’s long term fundamental
review of public expenditure, was published in
autumn 2007. It identiﬁed what further investments
and reforms are needed to equip the UK for the
global challenges of the decade ahead. The
CSR issued departmental budget allocations and
Public Service Agreement (PSA) targets for 200809, 2009-10 and 2010-11. The Agency’s share of
the DfT budgets was agreed in autumn 2007 and
included the following budgets for 2009-10:

1SPHSBNNFQBZBOEBMMPXBODFT
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A46 Newark to Widmerpool improvement some
three years earlier than originally planned.

8JEFOJOHUIF.
The largest capital project in the Agency’s portfolio
is the M25 Design, Build, Finance and Operate
(DBFO) contract, which encompasses the capital
works to create four running lanes on most of the
remaining three lane sections of the M25, as well
as responsibility for maintaining the motorway and
its structures over a 30 year period.

On 20th May 2009 the Agency ﬁnalised the
contract with the preferred bidder, Connect
m
Plus, a consortium consisting of Balfour Beatty,

Skanska, Atkins and Egis Projects. Connect Plus

mobilised for a start of works at the end of May
 2009. This was necessary in order to complete
 widening works before the 2012 Olympics.
 Service Commencement, the full handover of
 responsibilities for operations and maintenance,
 is now scheduled for mid-September 2009, to
  minimise any risk to the quality of service, and
allow time for an effective transition.

Further information relating to 2009-10 budgets can be
found in the Highways Agency 2009-10 Business Plan
(http://www.highways.gov.uk/aboutus/22899.aspx).

The spending plans for the CSR period incorporate
the Agency’s share of DfT’s programme efﬁciency
targets. During the previous spending review
period from 2005 to 2008 the Agency achieved
sustainable efﬁciencies of £249m. For CSR07,
covering the three year period ending March 2011,
an efﬁciency savings target of £144m was set,
which has subsequently been doubled.
Planned administrative spending has reduced
overall for the next year, with any pay or pension
cost increases being absorbed.

'JTDBMTUJNVMVT
In support of the Governments ﬁscal stimulus
programme we plan to bring forward some £400
million of planned investment from 2010-11 and
future years. This will include preparatory works for
some Managed Motorways improvement projects,
and an extended asset renewal programme to
repair and replace some of our older carriageway
and structures. We will also begin constructing the

%BSUGPSE5IVSSPDL$SPTTJOHSPBEVTFS
DIBSHJOHTDIFNF
The Transport Act 2000 Sections 163 and 167
of Part 3 Chapter 1 and subsequent secondary
legislation gives powers to introduce a road
user charging scheme at the Dartford -Thurrock
Crossing. A contract with Le Crossing Company
Limited to manage the crossing and collect the
charges has been in place since 1 April 2003. All
monies received are passed on to the Agency
and subsequently to the Department for Transport.
The Agency publishes separate accounts for the
Dartford-Thurrock Crossing road user charging
scheme under Section 3(1) (b) of the Trunk Road
User Charging Schemes (Bridges and Tunnels)
(Keeping of Accounts) (England) Regulations 2003.
In response to congestion pressures, changes
were made in November 2008 to the charging
regime at the Dartford Crossing. The revised
arrangements followed a consultation period,
and include a Local Resident Scheme for
Dartford and Thurrock Council residents, the
removal of charges at night and for trailers, and
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Future spending plans

greater discounts for those using a pre-paid
DART-tag.

the exception of plastic drains, steel and fuels,
as there is a lag between the fall off in demand
feeding through into lower resource costs.

Following the signing of the M25 Design, Build,
Finance and Operate (DBFO) contract in May 2009, The effect of the problems in ﬁnancial markets
responsibility for the operation of the crossing will
and the availability of credit on property values
transfer to Connect Plus from September 2009 (see has had a signiﬁcant impact on our land values.
‘Widening the M25’ above for further details).
The price of developed land has seen reductions
of 25%, whereas the value of agricultural land
*OUFSOBUJPOBMàOBODJBMSFQPSUJOH
has continued to rise underpinned by the global
TUBOEBSET
demand for commodities.
The March 2008 Budget announced that the
implementation of International Financial Reporting
Standards (IFRS) in the public sector would be
postponed until 2009-10, mainly because some
Departments were unable to meet the original
timetable. HM Treasury subsequently issued a
detailed timetable for transition including a series
of key milestones. We have achieved these
requirements, completing preliminary impact
assessment work, and restating our 31 March
2008 balance sheet onto an IFRS basis. The next
major task will be to submit shadow IFRS-based
accounts for 2008-09 to the National Audit Ofﬁce
(NAO) by 10 September 2009. Any necessary
changes to budgets as a result of the switch to
IFRS will be made in the Winter Supplementary
Estimates in November 2009. The main impact on
the Agency will be to transfer approximately £500
million of expenditure on the renewal of roads and
structures from the resource to the capital budget.
The implementation of the Financial Reporting
Standards (FRS) on ﬁnancial instruments, FRS 25,
FRS 26 and FRS 29, was built into the timetable
for IFRS; the implementation has accordingly been
reﬂected in the 2008-09 accounts.

.BSLFUTUBCJMJUZ

We are likely to beneﬁt from lower inﬂation levels
in future ﬁnancial years. The inﬂation proﬁle
agreed with the Department for Transport used
for forecasting inﬂation on our major network
improvement programmes is now being reviewed
to reﬂect the changing market conditions.

&NQMPZFFSFMBUFEJOGPSNBUJPO
Information on the following items is included in other
sections of the annual report as referenced below:
• reporting of personal data related incidents – see
Leadership and corporate governance, page 41.
The corporate social responsibility section of the
report includes on page 36:
• sickness absence data
• employment of disabled persons
• provision of information to, and consultation with
employees.

#PBSENFNCFSJOUFSFTUT
Alan Pickett, director of Safety, Standards and
Research Directorate until his retirement from the
Agency on 18 April 2008, has a son employed
at Mott MacDonald, a supplier of services to the
Agency. The Agency paid this company £23.6m in
2008-09. Mr Pickett played no role in the awarding
of these commissions.

While the demand for infrastructure works
is historically high, 2008-09 saw substantial
reductions in demand for work in other
construction sectors. In the second half of the year
"VEJUPST
this created a volatile market for forecasting. As
infrastructure represents less than 10% of the total The statutory audit of the Agency’s ﬁnancial
statements is undertaken by the National Audit
UK construction market we would have expected
Ofﬁce (NAO) and cost £320,000 (2007-08
to have seen reductions feeding through from
those other construction sectors into the price of
£300,000). In addition £13,000 (2007-08 £13,983)
highway works. However this has not yet featured
was paid to the NAO in respect of the audit of the
in lower resource costs for our supply chain with
2007-08 Dartford-Thurrock Road User Charging
 )JHIXBZT"HFODZ Annual Report and Accounts 2008-09
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Scheme account, and a notional charge of £12,000
(2007-08 £12,000) was made for the audit of the
2007-08 Severn Bridges account.

4UBUFNFOUBTUPEJTDMPTVSFPG
JOGPSNBUJPOUPBVEJUPST
In so far as the Accounting Ofﬁcer (AO) is aware,
there is no relevant audit information of which
the entity’s auditors are unaware, and the AO
has taken all the steps that he ought to have
taken to make himself aware of any relevant
audit information and to establish that the entity’s
auditors are aware of that information.

4JHOJàDBOUFWFOUTTJODFUIFFOEPGUIF
àOBODJBMZFBS
The Design Build Finance and Operate (DBFO)
contract for the future development, operation and
maintenance of the M25 motorway was awarded in
May 2009 to the private sector consortium Connect
Plus, made up of Skanska, Balfour Beatty, Atkins
and Egis. Worth £6.2 billion, the contract runs for
the next thirty years.
In May 2009 the Highways Agency ﬁnalised the
M25 Design, Build, Finance and Operate (DBFO)
contract with the private sector consortium,
Connect Plus (see ‘Widening the M25’ above for
further details).

%BUFPGJTTVF
The Agency account has been authorised for issue
on 16 July 2009 by the Accounting Ofﬁcer.

(SBIBN%BMUPO
Accounting Ofﬁcer
2 July 2009
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0QFOJOHPG")JHIBOE-PX/FXUPO
CZQBTT $VNCSJB "QSJM

 )JHIXBZT"HFODZ Annual Report and Accounts 2008-09

Remuneration report for the year ended 31 March 2009
The remuneration of the Agency’s senior civil
servants for current and future years is determined
by the Department for Transport’s Remuneration
Committee in accordance with recommendations of
the independent Review Body on Senior Salaries.

3FNVOFSBUJPO$PNNJUUFF

Performance is assessed against measurable
key objectives and targets, agreed between the
individual and his/her manager (performance
agreement). Annual salary increases are based
upon pay awards recommended by the Review
Body and depend upon performance; the
Remuneration Committee allocates the base
pay award across the Department’s senior civil
servants using a matrix of salary level and
performance tranche.

The Remuneration Committee is comprised of the
Department for Transport’s Permanent Secretary
(as Chairman), all DfT Directors General and a nonexecutive board member.
Performance Tranche (top, middle, low satisfactory,
low unsatisfactory) is based on achievement
3FNVOFSBUJPO1PMJDZGPS4FOJPS$JWJM
against the performance agreement, overall
4FSWBOUTXJUIJOUIF)JHIXBZT"HFODZ
track record and growth in competence and
contribution relative to others operating broadly
The remuneration policy is based upon work
at the same level. The Remuneration Committee,
and recommendations of the Review Body on
using recommendations provided by the Directors
Senior Salaries. In reaching its recommendations,
General, make ﬁnal decisions on tranche allocation.
the Review Body has regard to the following
considerations:
Non-consolidated bonus payments may also
be made. For senior staff on a ﬁxed term
• the need to recruit, retain and motivate suitably
contract these are based upon performance
able and qualiﬁed people to exercise their
against deﬁned criteria. Staff on open-ended
different responsibilities;
contracts receive bonuses dependent upon the
• regional/local variations in labour markets and their
recommendations of the Review Body and their
effects on the recruitment and retention of staff;
performance relative to others.
• Government policies for improving the
public services including the requirement on
3FNVOFSBUJPO1PMJDZGPS/PO&YFDVUJWF
departments to meet the output targets for the
%JSFDUPST
delivery of departmental services;
The Agency undertook a review of the fees
• the funds available to departments as set out in
the Government’s departmental expenditure limits; payable to non-executive directors during 2008,
comparing them with other DfT agencies. As
• the Government’s inﬂation target.
a result rates were increased with effect from 1
The Review Body also takes account of the evidence
September 2008.
it receives about wider economic considerations
and the affordability of its recommendations. Further
4FSWJDF$POUSBDUT
information about the work of the Review Body can
Civil service appointments are made in
be found at www.ome.uk.com.
accordance with the Civil Service Commissioners’
1BZ4ZTUFNBOE1FSGPSNBODF
Recruitment Code, which requires appointment
.BOBHFNFOU
to be on merit on the basis of fair and open
competition but also includes the circumstances
The Senior Civil Service pay system is a pay band
when other appointments may be made.
structure, underpinned by a tailored job evaluation
scheme (JESP – Job Evaluation for Senior Posts).
Unless otherwise stated below, senior managers
JESP provides a consistent basis for comparing the
hold appointments that are open-ended until
relative value of jobs within and across Departments. they reach the normal retiring age of 60, with
It broadly ensures that people with particular levels
a maximum notice period of six months. Early
of responsibility have access to salaries within the
termination, other than for misconduct, would
same range, and supports equal pay.
result in the individual receiving compensation as
)JHIXBZT"HFODZ Annual Report and Accounts 2008-09 
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set out in the Civil Service Compensation Scheme.
Those on a ﬁxed period contract have a maximum
notice period of ﬁve weeks. Early termination may
result in the individual receiving compensation as
set out in the Civil Service Compensation Scheme.
Further information about the work of the Civil
Service Commissioners can be found at www.
civilservicecommissioners.gov.uk.
Fixed term contracts may be extended or
converted to open-ended, subject to agreement
of the Civil Service Commissioner and consistent
satisfactory performance. Non-executive directors
are generally appointed for a ﬁxed term of two
years. Contracts are renewable for further ﬁxed
terms if both parties agree. In the event of early
termination, for whatever reason, there is no
provision for compensation. Details of the service
contract for each senior manager and letters of
appointment for the non-executive directors who
served during the year are:

%BUFPG
JOJUJBM
BQQPJOUNFOU

6OFYQJSFE
UFSN

NPOUIT

period 24 May 2008 to 29 June 2008, when Graham Dalton
took up his post as the new permanent Chief Executive.
3 Alan Pickett joined the Board on 12 October 2007 on a
temporary basis as Director of Safety, Standards and
Research (SSR) Directorate. He retired on 18 April 2008.
4 Mel Zuydam left the Agency on 28 November 2008.

4BMBSZBOE1FOTJPO&OUJUMFNFOUT "VEJUFE
The following sections provide details of the
remuneration and pension interests of the
Agency’s executive directors.
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1

between 1 April 2008 and 1 February 2009 in his role as
Finance Director of the Network Operations Directorate.
2
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2008-09 salary above.
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NPOUITSFNBJOJOHGSPN
1 Nirmal Kotecha joined the Board on 14 April 2008 as
Director of Major Projects Directorate.
2 Archie Robertson left the Agency on 23 May 2008. Mel
Zuydam was appointed as Interim Chief Executive for the
 )JHIXBZT"HFODZ Annual Report and Accounts 2008-09

Archie Robertson received £100,000 as an ex gratia
payment at the end of his contract. This is included in the

&YFDVUJWF%JSFDUPSTMFBWJOHCFGPSF


Stephen Dauncey’s salary includes the amounts paid

Mel Zuydam left the Agency on 28 November 2008.
Alan Pickett retired on 18 April 2008.

4BMBSZ
‘Salary’ includes gross salary, performance pay
or bonuses received in year, overtime, London
weighting or London allowances, recruitment and
retention allowances, private ofﬁce allowances
and any other allowance to the extent that it is
subject to UK taxation. The payment of legitimate
expenses is not part of salary.

Remuneration report

#FOFàUTJOLJOE
The monetary value of beneﬁts in kind covers any
beneﬁts provided by the employer and treated
by the Inland Revenue as a taxable emolument.
During the year there were no beneﬁts in kind,
no compensation was payable to former senior
managers, and no payments were payable to third
parties for the services of a senior manager.

1FOTJPO#FOFàUT "VEJUFE
Pension beneﬁts are provided through the Civil
Service pension arrangements for which details
are given in Note 2 to the Financial Statements.
Factors used to calculate the CETV were revised
on 1 April 2005 on the advice of the Hewitt Bacon
& Woodrow Scheme Actuary.

5IF$BTI&RVJWBMFOU5SBOTGFS7BMVF
$&57
This is the actuarially assessed capitalised value of
the pension scheme beneﬁts accrued by a member
at a particular point in time. The beneﬁts valued are
the member’s accrued beneﬁts and any contingent
spouse’s pension payable from the scheme. A
CETV is a payment made by a pension scheme or
arrangement to secure pension beneﬁts in another
pension scheme or arrangement when the member
leaves a scheme and chooses to transfer the
beneﬁts accrued in their former scheme.
The pension ﬁgures shown relate to the beneﬁts
that the individual has accrued as a consequence
of their total membership of the pension scheme,
not just their service in a senior capacity to which
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disclosure applies. The CETV ﬁgures include the
value of any pension beneﬁt in another scheme or
arrangement which the individual has transferred
to the Civil Service pension arrangements and for
which the CS Vote has received a transfer payment
commensurate with the additional pension
liabilities being assumed. They also include any
additional pension beneﬁt accrued to the member
as a result of their purchasing additional years of
pension service in the scheme at their own cost.
CETVs are calculated within the guidelines and
framework prescribed by the Institute and Faculty
of Actuaries.

m The factors used to calculate the CETV for
m members of the PCPS were revised in 2007-08.
m
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3FBMJODSFBTFJOUIFWBMVFPGUIF$&57
This reﬂects the increase in CETV effectively
funded by the employer. It does not include the
increase in accrued pension due to inﬂation,
contributions paid by the Board member (including
the value of any beneﬁts transferred from another
pension scheme or arrangement) and using
common market valuation factors for the start and
end of the period.

3FNVOFSBUJPOPG/PO&YFDVUJWF
%JSFDUPST
The non-executive directors of the Board received
the following remuneration for their services during
the year ended 31 March 2009:
b
"MFY+BCMPOPXTLJ



"OESFB(SFHPSZ



5SBDFZ#BSMPX



The amounts reported above were paid to the
individual or the individual’s company inclusive
of VAT where applicable. We do not regard these
payments as being of a third party nature.

(SBIBN%BMUPO
Accounting Ofﬁcer
2 July 2009
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Statement of Highways Agency and Accounting
Ofﬁcer’s responsibilities
Under the Government Resources and Accounts Act 2000, HM Treasury has directed the Highways
Agency to prepare for each ﬁnancial year, resource accounts detailing the resources acquired, held or
disposed of during the year and the use of resources by the Agency during the year.
The Accounts are prepared on an accruals basis and must give a true and fair view of the state of affairs
of the Agency at the year-end and of its income and expenditure, recognised gains and losses, and
cash ﬂows for the ﬁnancial year.
In preparing the accounts, the Accounting Ofﬁcer is required to comply with the requirements of the
Government Financial Reporting Manual and in particular to:
• observe the Accounts Direction issued by the Treasury, including relevant accounting and disclosure
requirements, and apply suitable accounting policies on a consistent basis;
• make judgements and estimates on a reasonable basis;
• state whether applicable accounting standards, as set out in the Government Financial Reporting
Manual have been followed, and disclose and explain any material departures in the accounts; and
• prepare the accounts on a going-concern basis.
The Permanent Secretary for the Department for Transport has appointed the Highways Agency Chief
Executive as an additional Accounting Ofﬁcer of the Department with responsibility for the Highways
Agency and for preparing the Agency’s Accounts and for transmitting them to the Comptroller and
Auditor General.
The responsibilities of an Accounting Ofﬁcer, including responsibility for the propriety and regularity
of the public ﬁnances for which the Accounting Ofﬁcer is answerable, for keeping proper records
and for safeguarding the Agency’s assets are set out in the Accounting Ofﬁcers’ Memorandum,
issued by HM Treasury and published in Managing Public Money. Details may be accessed online
at www.hm-treasury.gov.uk.
4UBUFNFOUSFHBSEJOH%JTDMPTVSFPG*OGPSNBUJPOUPUIF"VEJUPST
As Accounting Ofﬁcer I have taken all the steps necessary to make myself aware of any relevant audit
information and to establish that the National Audit Ofﬁce have been made aware of that information in
connection with their audit.
Insofar as I am aware there is no relevant audit information of which the National Audit Ofﬁce is unaware.
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Statement on the system of internal control within
the Highways Agency
5IFTDPQFBOEQVSQPTFPGUIFTZTUFNPGJOUFSOBMDPOUSPM
As Accounting Ofﬁcer, I have responsibility for maintaining a sound system of internal control that
supports the achievement of the Agency’s policies, aims and objectives, whilst safeguarding the
public funds and departmental assets for which I am personally responsible, in accordance with the
responsibilities assigned to me in Managing Public Money.
The Highways Agency’s system of internal control was in place for the year ended 31 March 2009 and
up to the date of approval of the annual report and accounts. It accords with Treasury guidance.
The system of internal control i is designed to manage risk of failure to achieve policies, aims and
objectives to a reasonable level rather than to eliminate all risk; it can therefore only provide reasonable
and not absolute assurance of effectiveness.
Risk management informs a number of internal control processes designed to fulﬁl the Agency’s
governance objectives.ii
5IFSJTLBOEDPOUSPMGSBNFXPSL
I have established a framework of responsibility for risk management, with appropriate support,
guidance and procedures iii in all parts of the Agency’s business.iv
My staff work closely with their counterparts in the Department for Transport to ensure that risk
management systems are compatible, there is clear accountability for managing risks, joint action is
taken where appropriate to manage risks, and the Department is kept informed of risks as appropriate.
The Highways Agency Board sets the Agency’s risk appetite v in line with that of the DfT Board. The
Board remains committed to good risk management in the interests of improved delivery.
The Board identiﬁes strategic risks vi to the Agency’s business. Managers identify and evaluate risks to
successful delivery of the Agency’s operational and control objectives when they prepare and monitor
directorate and divisional management plans
I hold regular meetings with Ministers when operational risks are discussed. Ministers receive direct
reports about risks to key initiatives as well as reports on risks to delivery of Public Service Agreement
Targets through the DfT reporting system.
I am keenly aware that risks to public stakeholders arise from many aspects of the development and
operation of the strategic highways network.
While developing new works, the Agency involves the public in risk management through the normal
consultation process. My senior staff and I regularly meet with stakeholder groups and cover their views
on risks to their interests in these meetings. Road Safety risks are managed through a developing set of
safety action plans based on the views from the public and stakeholders with the objective of meeting
the targets set by the DfT Road Safety Strategy.
3FWJFXPGFGGFDUJWFOFTT
As Accounting Ofﬁcer, I have responsibility for reviewing the effectiveness of the system of internal
control. My review consists of discussions with my Head of Internal Audit and the chair of the Audit
Committee. It is informed by the work of my internal auditors, stewardship reports from the executive
managers within the Agency who have responsibility for the development and maintenance of the
internal control framework, and comments made by the external auditors in their management letter
and other reports.
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Statement on system of internal control

I have been advised on the implications of the result of this review of the effectiveness of the system
of internal control by the Board, vii the Audit Committeeviii and on data handling and the management
of Information risk by the Information Director in her capacity as Senior Information Risk Ofﬁcer (SIRO).
Measures to address weaknesses and ensure continuous improvement of the system are in place. As a
result of my review and the advice received I have instigated the Agency’s participation in the National
Fraud Initiative conducted by the Audit Commission.ix
The Agency’s corporate governance arrangements are designed to comply with the Code of Good
Practice on Corporate Governance in Central Government Departments.x They are illustrated below.
The Audit Committee meets approximately every quarter and reviews the Agency’s assessment of
corporate risk, considering wider Departmental risk as appropriate. In addition, it considers reports from
the Agency’s Fraud Committee and monitors progress with the internal audit programme, health and
safety audits and other assurance processes operating across the Agency, ensuring recommendations
arising are implemented. During 2008/09, the Audit Committee speciﬁcally reviewed: operational
contingency planning, fraud resilience in the Agency and the wider supply chain, data assurance and
handling, procurement capability, post project evaluation processes, changes to accounting standards,
and contractual delegations.
My Head of Internal Audit provides regular reports on key risk and control issues, to standards deﬁned
in the Government Internal Audit Manual, and an annual independent opinion on the adequacy and
effectiveness of the Agency’s system of internal control together with recommendations for improvement.
The Head of Internal Audit’s opinion for the year 2008/09 is that on the basis of the evidence obtained
during the year sound systems of corporate governance, risk management and internal control are
established and found to be operating effectively with some minor exceptions
In his opinion there are no signiﬁcant weaknesses that fall within the scope of issues that should be
reported in the Statement on Internal Control. Actions to rectify speciﬁc weaknesses identiﬁed by my
internal auditors are under way.
The SIRO’s advice on Information Risk and Information handling is given below.
In my Statement on Internal Control for 2007/08 I reported that action had been commissioned to:
• Ensure that management of the Agency’s information assets, handling of personal data and
management of information risks continues to meet current & future business needs and represents
good practice
• Conduct a trial of continuous monitoring of our ﬁnancial transactions and associated electronic
records to assess whether it will provide a cost-effective improvement to the Agency’s system of
internal control
• Improve the Investment Control Framework as a result of lessons learned from a post
implementation review.
As a follow-up I can report that:
• During the year the Agency continued to implement the Cabinet Ofﬁce guidance on information risk
management. My Senior Information Risk Ofﬁcer’s assessment of information risk performance is that
the Agency’s information assets held on the Agency’s business IT infrastructure are being managed
effectively and appropriate risk controls are in place. Senior staff responsible for teams that handle
personal data have received training in implementing the Cabinet Ofﬁce guidelines.
Risk assessments conducted on assets so far show that the required level of risk control is in place for
those assets and in some cases is exceeded. Risk assessments have been conducted on all assets on the
HA Business IT infrastructure and a full report was made in the SIRO report for Quarter 4.
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Statement on system of internal control

A summary of incidents and statement on information iv Risk management is an integral part of the Agency’s
risk management is elsewhere in this annual report.
management and project planning procedures.
• Following the Post Implementation review the
Investment Control Framework has been reﬁned,
is well embedded in Agency procedures, and
provides good visibility and transparency to
senior managers about investment decisions.

Staff and managers are required to identify new or
increased risks and opportunities as part of the routine
performance reporting process. Risk is a standard agenda
item in team meetings in many areas of the Agency.
Risks are reviewed, the effectiveness of risk treatments
and their impact on residual risk is monitored, and
changes identiﬁed and evaluated throughout the year, as
part of routine management activity. Risk owners include
reports on their handling of operational risk as part of
their wider stewardship reports. The Board allocate the

(SBIBN%BMUPO
Accounting Ofﬁcer
2 July 2009

/PUFT
i

report back as appropriate through the year.
v

The Agency’s risk appetite is set to ensure that

•

All risks with a high impact on the Agency’s performance,
stewardship of public funds, stewardship of the environment

The system of internal control is based on an ongoing

or the reputation of the Agency or the wider Government

process designed to identify and prioritise the risks to the

receive focussed, cost–justiﬁed management attention, and

achievement of departmental policies, aims and objectives, •

Where appropriate, action is escalated through the line

to evaluate the likelihood of those risks being realised and

management chain to DfT and Ministers.

the impact should they be realised, and to manage them
efﬁciently, effectively and economically.
ii

management of strategic risks to nominated directors who

Governance Objectives
• We have clear strategic direction, objectives, responsibilities

vi The key strategic risks managed by the Board are shown
elsewhere in this annual report
vii The Highways Agency Board (which comprises the senior
members of the Agency and three independent non-

and key targets in support of government policies;

executive directors) meets frequently to consider the plans,

• We ensure efﬁciency, best value, integrity, propriety and

performance and strategic direction of the Agency, the

regularity in the use and stewardship of public funds

most important risks to successful delivery of those plans

and assets and that clear accountability for expenditure

and the Agency’s stewardship of public assets;

and stewardship of assets is in place;
• We manage our projects and contracts to ensure delivery

viii The Audit Committee is made up of the Agency’s three non-

on time, within budget and to the appropriate quality;

executive directors, one of whom chairs it.

• The information and advice we use and provide is

I, my Head of Internal Audit, Finance Director, and Network

Trusted, Reliable, Useful and Effective;

Operations director and representatives from the DfT

• Our people, partners and procedures comply with

and National Audit Ofﬁce attend meetings of the Audit

relevant legal, government, departmental and technical

Committee but have no vote. The independent Chairman

standards and requirements.

of the Audit Committee advises as appropriate on key risk

iii Capacity To Handle Risk
The Agency’s Directors and other senior managers lead risk
management in their commands, supported by a team of
risk management co-ordinators led by a risk management
adviser. Risk management guidance is available to all staff.
The guidance outlines key aspects of the risk management

and control issues.
ix http://www.audit-commission.gov.uk/nﬁ/
x

http://www.hm-treasury.gov.uk./media/7/5/
corpgovernancecode280705.pdf
Disclosures about how the Board and its sub-committees

process and identiﬁes the main reporting procedures.

operate, the independence of non–executive directors,

Senior managers have received training in risk management

and the Audit Committee’s terms of reference are

tailored to their responsibilities and concerns.

elsewhere in this annual report.
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Highways Agency governance framework
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Technical
governance
procedures

Contract management
NOACC, partners
performance audit

**OEFQFOEFOU
BEWJDFBOE
BTTVSBODF

The certiﬁcate and report of the Comptroller and
Auditor General to the House of Commons
I certify that I have audited the ﬁnancial statements of the Highways Agency for the year ended 31
March 2009 under the Government Resources and Accounts Act 2000. These comprise the Operating
Cost Statement, Statement of Recognised Gains and Losses, the Balance Sheet, the Cash Flow
Statement and the related notes. These ﬁnancial statements have been prepared under the accounting
policies set out within them. I have also audited the information in the Remuneration Report that is
described in that report as having been audited.

3FTQFDUJWFSFTQPOTJCJMJUJFTPGUIF"HFODZ $IJFG&YFDVUJWFBOEBVEJUPS
The Agency and Chief Executive, as Accounting Ofﬁcer, are responsible for preparing the Annual
Report, the Remuneration Report and the ﬁnancial statements in accordance with the Government
Resources and Accounts Act 2000 and HM Treasury directions made thereunder and for ensuring the
regularity of ﬁnancial transactions. These responsibilities are set out in the Statement of Accounting
Ofﬁcer’s Responsibilities.
My responsibility is to audit the ﬁnancial statements and the part of the Remuneration Report to be
audited in accordance with relevant legal and regulatory requirements, and with International Standards
on Auditing (UK and Ireland).
I report to you my opinion as to whether the ﬁnancial statements give a true and fair view and whether
the ﬁnancial statements and the part of the Remuneration Report to be audited have been properly
prepared in accordance with the Government Resources and Accounts Act 2000 and HM Treasury
directions made thereunder. I report to you whether, in my opinion, the information, which comprises
the Management Commentary and Remuneration Report, included in the Annual Report is consistent
with the ﬁnancial statements. I also report whether in all material respects the expenditure and income
have been applied to the purposes intended by Parliament and the ﬁnancial transactions conform to the
authorities which govern them.
In addition, I report to you if the Agency has not kept proper accounting records, if I have not received
all the information and explanations I require for my audit, or if information speciﬁed by HM Treasury
regarding remuneration and other transactions is not disclosed.
I review whether the Statement on Internal control reﬂects Agency’s compliance with HM Treasury’s
guidance, and I report if it does not. I am not required to consider whether this statement covers all risks
and controls, or form an opinion on the effectiveness of Agency’s corporate governance procedures or
its risk and control procedures.
I read the other information contained in the Annual Report and consider whether it is consistent with the
audited ﬁnancial statements. I consider the implications for my report if I become aware of any apparent
misstatements or material inconsistencies with the ﬁnancial statements. My responsibilities do not
extend to any other information.

#BTJTPGBVEJUPQJOJPOT
I conducted my audit in accordance with International Standards on Auditing (UK and Ireland) issued
by the Auditing Practices Board. My audit includes examination, on a test basis, of evidence relevant
to the amounts, disclosures and regularity of ﬁnancial transactions included in the ﬁnancial statements
and the part of the Remuneration Report to be audited. It also includes an assessment of the signiﬁcant
estimates and judgments made by the Agency and Chief Executive in the preparation of the ﬁnancial
statements, and of whether the accounting policies are most appropriate to the Agency’s circumstances,
consistently applied and adequately disclosed.
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Certiﬁcate and report

I planned and performed my audit so as to obtain all the information and explanations which I
considered necessary in order to provide me with sufﬁcient evidence to give reasonable assurance that
the ﬁnancial statements and the part of the Remuneration Report to be audited are free from material
misstatement, whether caused by fraud or error, and that in all material respects the expenditure and
income have been applied to the purposes intended by Parliament and the ﬁnancial transactions
conform to the authorities which govern them. In forming my opinion I also evaluated the overall
adequacy of the presentation of information in the ﬁnancial statements and the part of the Remuneration
Report to be audited.

0QJOJPOT
In my opinion:
• the ﬁnancial statements give a true and fair view, in accordance with the Government Resources and
Accounts Act 2000 and directions made thereunder by HM Treasury, of the state of the Highways
Agency’s affairs as at 31 March 2009 and of the net operating cost, recognised gains and losses and
cash ﬂows for the year then ended;
• the ﬁnancial statements and the part of the Remuneration Report to be audited have been properly
prepared in accordance with the Government Resources and Accounts Act 2000 and HM Treasury
directions made thereunder; and
• the information, which comprises the Management Commentary and Remuneration Report, included
within the Annual Report, is consistent with the ﬁnancial statements.

0QJOJPOPO3FHVMBSJUZ
In my opinion, in all material respects the expenditure and income have been applied to the purposes
intended by Parliament and the ﬁnancial transactions conform to the authorities which govern them.

3FQPSU
I have no observations to make on these ﬁnancial statements.

"NZBT$&.PSTF
Comptroller and Auditor General
National Audit Ofﬁce
151 Buckingham Palace Road
Victoria
London
SWIW 9SS
+VMZ
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Notes to the 2008-09 Accounts
4UBUFNFOUPG"DDPVOUJOH1PMJDJFT
These ﬁnancial statements have been prepared in accordance with the 2008-09 Government Financial
Reporting Manual (FReM) issued by HM Treasury. The accounting policies contained in the FReM follow
generally accepted accounting practice for companies (UK GAAP) to the extent that it is meaningful
and appropriate to the public sector. Where the FReM permits the choice of accounting policy, the
accounting policy that has been judged to be most appropriate to the particular circumstances of the
Agency for the purpose of giving a true and fair view has been selected. The particular accounting
policies adopted by the Agency are described below. They have been applied consistently in dealing
with items considered material in relation to the accounts.

"DDPVOUJOH$POWFOUJPO
These accounts have been prepared under the historical cost convention modiﬁed to account for the
revaluation of ﬁxed assets, and stocks where material, at their value to the business by reference to their
current costs.

5SVOLJOHT%FUSVOLJOHT
The detrunking of roads as part of the Government’s policy announced in the 1998 White Paper to
transfer responsibility for non-core network routes to local authorities is treated as a transfer of function.
Merger accounting principles are applied with opening balances adjusted for the cumulative effect of
the detrunking / trunking and comparative ﬁgures for the preceding period restated.

1SJPS:FBS"EKVTUNFOUT
Material adjustments applicable to prior periods arising from either changes in accounting policy,
correction of fundamental errors, or the value of trunked/detrunked roads are accounted for as prior year
adjustments. Opening balances are adjusted for the cumulative effect of the prior year adjustment and
comparative ﬁgures for the preceding period are restated.
All prior year adjustments relate to detrunkings and have given rise to the following restatement to
balances as at 1 April 2008:
1SJPSZFBSBEKVTUNFOUT

/PUF
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Notes to the 2008-09 Accounts

5BOHJCMF'JYFE"TTFUT
Tangible ﬁxed assets are categorised into network assets and non-network assets. Network assets
relate to the motorways and trunk roads in England, which form a single integrated network. The network
infrastructure consists of carriageways, including earthworks, tunnelling and road pavements, roadside
communications, bridges and other structures, and land and buildings within the highway’s perimeter.
Non-network assets include land and buildings outside the highways perimeter, non operational
buildings, plant and equipment and information technology. All residential properties owned by the
Highways Agency and not part of an existing scheme under construction are reported as dwellings and
valued at open market value.
$BQJUBMJTBUJPO1PMJDZ
Expenditure on tangible ﬁxed assets is capitalised if the cost of the asset or a grouping of related assets
is equal to or greater than:
• Network infrastructure
• Non network assets (excluding land)
• Land

£100,000
£2,000
no minimum

Items falling below these values are charged as an expense and shown in the Operating Cost
Statement. Other than assets included within the network infrastructure and ring-fenced relocation
projects, there are no grouped assets.
Expenditure on construction schemes in the course of design or construction is capitalised when it is
reasonably certain the scheme will go ahead.
Where a scheme is subsequently withdrawn from the Capital programme, cumulative design
expenditure is written-off to the Operating Cost Statement. Any retained land and property is transferred
to land and buildings or dwellings, as appropriate, and valued as an asset held for resale.
The costs of our internal staff that can be directly attributed to the construction of an asset have been capitalised.
7BMVBUJPO
Infrastructure Assets
The network infrastructure, which is intended to be maintained at a speciﬁc level of service potential by
continual replacement and refurbishment, is valued at depreciated replacement cost following renewals
accounting principles as set out in the Government Financial Reporting Manual (FReM). Annual
condition surveys are used to assess whether the network has been maintained in a steady state since
the previous survey.
The infrastructure asset valuation is based on a standard costs model. External professional surveyors
undertake a full valuation of the network at intervals not exceeding ﬁve years using internal costing and
physical assets records provided by the Agency. In the years between full valuations, the value of the
network is adjusted to reﬂect:
a) Movements in prices using appropriate published indices (see below);
b) Expenditure on new schemes or enhancements which increase the capacity of the network; and
c) Detrunkings (refer to note 15).
The valuation is based upon a non recoverable VAT rate of 17.5% which reﬂects a consistent long term
approach to valuing the network. Certain large structures are valued at historic prices appropriately
indexed, or insurance valuations have been used as the best approximation of replacement cost.
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A full valuation of the network infrastructure was last carried out by EC Harris LLP, professional surveyors,
during the year ended 31 March 2005.
Between full valuations the values are adjusted using the following indices:
Roads and structures

ROCOS (resource cost index of road construction); published on
a quarterly basis by the Department for Business, Enterprise and
Regulatory Reform (BERR)

Communications

BEAMA (British Electrotechnical & Allied Manufacturers) index
sourced from its website.

Land

Land indices published twice yearly by the Valuation Ofﬁce Agency
(VOA)

"TTFUT6OEFS$POTUSVDUJPO
Assets in the course of design or construction are capitalised at the lower of actual and expected
standard cost. This is a two stage process:
• During the course of construction capital additions are made at actual costs; and
• A review of the additions is carried out and an adjustment is made to reﬂect the difference between
actual and estimated standard costs.
-BOEBOE#VJMEJOHT JODMVEJOH%XFMMJOHT
Freehold land and buildings have been valued on the basis of open market value for existing use.
Assets held for resale, being land and property released from road schemes, are valued at open market
value, less provision for selling costs where material.
Land and buildings are freehold and leasehold. Some Regional Control Centres are leasehold properties
under 50 years and deﬁned as short leasehold properties.
External professional surveyors undertake a full valuation of these assets at intervals not exceeding
ﬁve years, and between valuations the values are adjusted using regional land and building indices
published twice yearly by the VOA.
The land and buildings assets were last fully valued as follows:
Asset

Valuation date

Undertaken by

Federated House
Motorway Maintenance Compounds
Motorway Service Areas
Surplus properties (including dwellings)

29 July 2004
1 October 2006
31 March 2005
31 Dec 2008

Donaldson’s LLP, professional surveyors
VOA
VOA
VOA

1MBOUBOE&RVJQNFOU
Structural Steelwork is stated at current cost using the current market value of steel. Other plant and
machinery is stated at current cost using monthly plant and equipment indices supplied by BERR.
*OGPSNBUJPO5FDIOPMPHZ
Information Technology consists of IT Hardware and Database Development. Database Development is
the development of Highways Agency IT databases and is stated at cost. Other information technology
assets are stated at current cost using monthly plant and equipment indices supplied by BERR.
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%FQSFDJBUJPO
*OGSBTUSVDUVSF"TTFUT
The Agency applies a modiﬁed version of renewals accounting, as described in FReM, to calculate
depreciation for network assets that meet the renewals criteria. Assets that qualify for renewals
accounting are not depreciated, instead expenditure incurred in maintaining the asset’s operating
capacity is expensed as a proxy for depreciation.
In addition an annual condition survey of the assets is undertaken, and the value of any material
variation in operating condition revealed by the survey is taken to the Operating Cost Statement as an
impairment charge or conversely an improvement credit.
The following infrastructure assets are subject to renewals accounting:
• Surface layer of ﬂexible pavements
• Sub pavement layer of determinate life pavements
• Fencing, drainage, lighting, signage, kerbs, footways
• Road markings and studs
• Rigid concrete pavements
All other infrastructure assets and deﬁnable components with determinable ﬁnite lives are depreciated at
rates calculated to write off the assets over their expected useful lives on a straight line basis as follows:
Life in years
• Road bridges, tunnels and underpasses
• Road culverts
• Retaining walls
• Gantries
• Road communications assets

20 to 120
20 to 120
20 to 120
20 to 120
15 to 50

Expenditure incurred on network structures and communications assets is capitalised, to the extent that it
restores the service potential of the asset that has previously been consumed and reﬂected in depreciation.
The following infrastructure components are considered to have an indeﬁnite life and are not depreciated:
• Freehold land
• Sub pavement layer of long life pavements
• Earthworks
/PO/FUXPSL"TTFUT
No depreciation is provided on freehold land. Other assets are depreciated at rates calculated to write
off the assets over their expected useful lives on a straight-line basis as follows:
Property
• Freehold buildings
• Leasehold buildings
• Historic leasehold building
• Surplus properties awaiting sale
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Plant and Equipment
• Winter maintenance equipment
• Ofﬁce equipment
• Communications equipment
• Vehicles
• Test equipment
• IT equipment
• Database development costs
• Structural steelwork
• Assets in storage

25 years
5 to 10 years
15 to 25 years
5 to 10 years
5 to 10 years
5 years
5 years
10 years
no depreciation

Assets in storage include overhead gantries and become a network asset once issued from stores.
These are kept in controlled conditions and do not deteriorate. They have a design life in excess of 60
years. Whilst not depreciated, they are subject to an annual impairment review.

*OUBOHJCMF'JYFE"TTFUT
Purchased computer software licences are capitalised as intangible ﬁxed assets where expenditure of
£2,000 or more is incurred. These are valued at cost and amortised at rates calculated to write off the
assets on a straight-line basis over their useful life, which is considered to be three to ﬁve years.

4UPDLT
Stocks are valued at cost, or current replacement cost where materially different. Long-term stock
holdings for special structures (such as tunnels and bridges) where there are no recent purchases are
valued at estimated replacement cost. Where excess or obsolete stock holdings have been identiﬁed, a
provision has been made to reduce the carrying value to estimated net realisable value.

3FTFBSDIBOE%FWFMPQNFOU
Expenditure on research is not capitalised. Expenditure on development expenditure is capitalised if it
meets the criteria speciﬁed in the FReM. Expenditure that does not meet the criteria for capitalisation is
treated as an expense and shown in the Operating Cost Statement in the year in which it is incurred.
Fixed assets acquired for use in research and development are depreciated over the life of the
associated project.

0QFSBUJOH*ODPNF
Operating income is income that relates directly to the operating activities of the Agency.
It principally comprises fees and charges for services provided on a full-cost basis to external
customers in both the public and private sectors. It includes not only income appropriated in aid of the
Estimate but also income due to the Consolidated Fund, which in accordance with the FReM is treated
as operating income. Operating income is stated net of VAT.

"ENJOJTUSBUJPOBOE1SPHSBNNF&YQFOEJUVSF
The Operating Cost Statement is analysed between administration and programme income and
expenditure. The classiﬁcation of expenditure and income as administration or as programme follows
the deﬁnition of administration costs set by HM Treasury.
Administration costs reﬂect the costs of running the Agency and include expenditure on administrative
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staff (such as wages and salaries, training and development and travel expenditure) and associated
costs including accommodation, communications and ofﬁce supplies.
Programme costs reﬂect the costs of operating, managing, maintaining and improving the motorway
and trunk road network. It includes staff costs where they directly relate to service delivery.

$BQJUBM$IBSHF
A charge, reﬂecting the cost of capital utilised by the Agency, is included in operating costs. The charge
is calculated at the real rate set by HM Treasury (currently 3.5%) as follows: 5BOHJCMFBOE*OUBOHJCMF'JYFE"TTFUT
The cost of capital charge is based on opening values, adjusted for the effects of any in year revaluations
and adjusted for in-year additions at cost, disposals as valued in the opening balance sheet (plus any
subsequent capital expenditure prior to disposal), impairments at the amount of the reduction of the
opening balance sheet value (plus any subsequent capital expenditure), and depreciation.
"MM0UIFS"TTFUT-FTT-JBCJMJUJFT
The cost of capital charge is based on the average carrying amount.

1FOTJPOT
Past and present employees are covered by the provisions of the Principal Civil Service Pension
Scheme (PCSPS), which are described in Note 2. The deﬁned schemes are unfunded and are mostly
non-contributory except in respect of dependants’ beneﬁts. The Agency recognises the expected
cost of these elements on a systematic and rational basis over the period during which it beneﬁts from
employees’ services by payment to the PCSPS of amounts calculated on an accruing basis. Liability for
payment of future beneﬁts is a charge on the PCSPS. In respect of the deﬁned contribution schemes,
the Agency recognises the contributions payable for the year.

-FBTFT
Rentals under operating leases are charged to the Operating Cost Statement on a straight-line basis
over the term of the lease. Where the substantial risks and rewards of ownership are borne by the
Agency, the asset is recorded as a tangible ﬁxed asset and a creditor to the lessor is recorded as the
minimum lease payments discounted by the interest rate implicit in the lease. The interest element of
the ﬁnance lease payment is charged to the Operating Cost Statement over the period of the lease at a
constant rate in relation to the balance outstanding.

1SJWBUF'JOBODF*OJUJBUJWF 1'* 5SBOTBDUJPOT
PFI transactions are accounted for in accordance with Technical Note No. 1 (Revised), ‘How to Account
for PFI Transactions’, as required by FReM. This is available online at www.hm-treasury.gov.uk.
Where the balance of risks and rewards of ownership of the PFI property is borne by the Agency,
the property is recognised as a ﬁxed asset and the liability to pay for it accounted for as a ﬁnance
lease. The asset and liability are both initially recorded at the fair value of the property and the asset
is subsequently revalued and depreciated in accordance with accounting policies 1.4 and 1.5. The
liability, after inclusion of imputed ﬁnance charges, is reduced as payments for the property are made.
The remainder of the PFI payment (i.e. the full contract payment, less the capital repayment and the
imputed ﬁnancing charges) are recorded as a service charge in the Operating Cost Statement.
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PFI assets are recognised when the property comes into use.
Where the balance of risks and rewards of ownership of the PFI property are borne by the PFI operator,
the PFI payments are recorded as an operating cost.
Where at the end of the PFI contract all or part of the property reverts to the Agency for a speciﬁed value,
the difference between the expected fair value of the residual asset on reversion at the start of the contract
and any agreed payment on reversion is built up over the life of the contract to ensure proper allocation
of payments between the cost of services under the contract and acquisition of the residual interest.
Capitalisation of residual interest is disclosed within Tangible Fixed Assets under Assets under Construction.
The Agency currently has twelve PFI properties in service that are recognised as being assets of the
Agency. The capital value of the pre 2005-06 PFI schemes was estimated using the public sector
comparator. From 2005-06, the capital value has been based upon the PFI contractor’s best estimate of
capital cost at the time the contract is awarded.
In respect of the M6 toll, the reversionary interest is based on the current net book value (NBV) of the
M6 toll road. The NBV is projected forward then discounted back, with the balance being built up and
indexed over the life of the assets until they revert back to the Highways Agency in 2054.

1SPWJTJPOT

The Agency provides for legal and constructive obligations that are of uncertain timing or amount at
the balance sheet date on the basis of management’s best estimate of the expenditure required to
settle the obligation and, where appropriate, this is supported by independent professional advice.
Provisions are charged to the Operating Cost Statement unless they have been capitalised as part of
additions to ﬁxed assets.
 &BSMZ%FQBSUVSF$PTUT
The Agency is required to meet additional costs of beneﬁts for employees who retire early from the date
of early retirement until the age of 60, when the liability is assumed by the Principal Civil Service Pension
Scheme (PCSPS). The Agency provides in full for this cost when the early retirement programme and
similar schemes have been announced and the obligation becomes binding.

$POUJOHFOU-JBCJMJUJFT
Where appropriate, liabilities that have only a possible chance of crystallising and do not meet the
provisions criteria have been classiﬁed as contingent liabilities.

7"5
Most of the activities of the Agency are outside the scope of VAT and, in general, output tax does not
apply and input tax on purchases is not recoverable. Input VAT on certain contracted-out services is
recovered through the Department for Transport’s VAT registration, under annual Treasury Direction.
Irrecoverable VAT is charged to the relevant expenditure category or included in the capitalised
purchase cost of ﬁxed assets. Where output tax is charged or input VAT is recoverable, the amounts are
stated net of VAT.

&TUJNBUJPO5FDIOJRVFT
Estimation techniques are the methods adopted to arrive at estimated monetary amounts for income
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and expenditure during the reporting period and the valuation of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the ﬁnancial statements. There may be several alternative
estimation techniques, which could produce a range of results. The signiﬁcant estimation techniques
for the Agency include the valuation of the trunk road network where the application of indices and
standard costs generate a valuation.

'JOBODJBM*OTUSVNFOUT
Financial instruments are contractual arrangements that give rise to a ﬁnancial asset of one entity and
a ﬁnancial liability or equity instrument of another entity. Financial assets are typically cash or rights
to receive cash or equity instruments in another entity. Financial liabilities are typically obligations to
transfer cash. A contractual right to exchange ﬁnancial assets or ﬁnancial liabilities with other entities will
also be a ﬁnancial asset or liability, depending on whether the conditions are potentially favourable or
adverse to the reporting entity.
'JOBODJBMBTTFUTBOEMJBCJMJUJFT
The Highways Agency classiﬁes its ﬁnancial assets and liabilities in the following categories: assets
available for sale, loans, and receivables. Management determines the classiﬁcation of ﬁnancial assets
and liabilities at initial recognition.
-PBOTBOESFDFJWBCMFT
Loans and receivables are non-derivative ﬁnancial assets with ﬁxed or determinable payments that are
not quoted in an active market and which are not classiﬁed as available for sale. Loans and receivables
are initially recognised at fair value and subsequently held at amortised cost using the effective interest
method. Fair value is usually the original invoiced amount.
"TTFUTBWBJMBCMFGPSTBMF
Available for sale ﬁnancial assets are non-derivative ﬁnancial assets that are designated as available
for sale. They are initially recognised at fair value and subsequently re-measured to fair value at each
balance sheet date. Any increase due to changes in fair value is recognised in reserves.
'JOBODJBMMJBCJMJUJFT
The Highways Agency determines the classiﬁcation of ﬁnancial liabilities are recognised initially at fair
value and are subsequently measured at amortised cost. Financial liabilities are derecognised when the
right to receive cash ﬂows has expired.
&NCFEEFEEFSJWBUJWFT
Some hybrid contracts contain both a derivative and a non-derivative component. In such cases, the
derivative component is termed an embedded derivative. Where the economic characteristics and
risks of the embedded derivatives are not closely related to those of the host contract, and the host
contract itself is not carried at fair value through proﬁt or loss, the embedded derivative is separated
and reported at fair value with gains and losses being recognised in the operating cost statement. The
Highways Agency has carried out a review of its contracts and has determined that, as at 31 March
2009, it had no arrangements meeting the criteria to require separation.
%FUFSNJOJOHGBJSWBMVF
Fair value is determined by reference to a quoted market price for that instrument or by using a valuation
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model that makes use of market inputs wherever possible. However, investments in equity instruments
that do not have a quoted market price in an active market and whose fair value cannot be reliably
measured are shown at cost.
*NQBJSNFOUPGàOBODJBMBTTFUT
The Highways Agency assesses at each balance sheet date whether there is objective evidence
that ﬁnancial assets are impaired as a result of one or more loss events that occurred after the initial
recognition of the asset and prior to the balance sheet date, and that loss event or events has had
an impact on the estimated future cash ﬂows of the ﬁnancial asset or the portfolio that can be reliably
estimated.
For the purposes of a collective evaluation of impairment, ﬁnancial assets are grouped on the basis of
similar risk characteristics, taking into account asset type, industry, geographical location, collateral
type, overdue status and other relevant factors. These characteristics are relevant to the estimation of
future cash ﬂows for groups of such assets by being indicative of the counterparty’s ability to pay all
amounts due according to the contractual terms of the assets being evaluated.
The amount of impairment loss is measured as the difference between the asset’s carrying amount and
the present value of estimated future cash ﬂows. Future cash ﬂows in a group of loans and receivables
that are collectively evaluated for impairment are estimated on the basis of the contractual cash ﬂows of
the assets in the group and historical loss experience for assets with credit risk characteristics similar to
those in the group
The methodology and assumptions used for estimating future cash ﬂows are reviewed regularly to
reduce any differences between loss estimates and actual loss experience.

'JOBODJOHDPTUTQBZBCMFBOESFDFJWBCMF
Interest receivable and payable arising from ﬁnancial assets and liabilities is calculated using the
effective interest method. The effective interest rate is the rate that exactly discounts estimated future
cash payments or receipts through the expected life of the ﬁnancial instrument or, when appropriate, a
shorter period, to the net carrying amount of a ﬁnancial asset or ﬁnancial liability
Interest determined impairment losses and translation differences on monetary items are recognized in
the Operating Cost Statement.

4UBGG/VNCFSTBOE$PTUT
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Permanent staff are those staff with a permanent employment contract with the Agency. Wages and
salaries includes gross salaries, performance pay or bonuses, overtime, London weighting or London
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allowances, recruitment and retention allowances, private ofﬁce allowances, ex-gratia payments and
any other taxable allowances or payments as well as costs relating to agency, temporary and contract
staff engaged by the Agency on a contract to undertake a project or task. The payment of legitimate
expenses is not part of salary.
1FOTJPO$PTUT
The Principal Civil Service Pension Scheme (PCSPS) is an unfunded multi-employer deﬁned beneﬁt
scheme but the Highways Agency is unable to identify its share of the underlying assets and liabilities.
The scheme actuary valued the scheme as at 31 March 2007. You can ﬁnd details in the resource
accounts of the Cabinet Ofﬁce: Civil Superannuation (www.civilservice-pensions.gov.uk).
For 2008-09, employers’ contributions of £19,301,000 were payable to the PCSPS (2007-08
£18,750,000) at one of four rates in the range 17.1% to 25.5% of pensionable pay, based on salary
bands. The scheme’s Actuary reviews employer contributions usually every four years following a full
scheme valuation. From 2009-10, the rates will be in the range 16.7% to 24.3%. The contribution rates
are set to meet the cost of the beneﬁts accruing during 2008-09 to be paid when the member retires and
not the beneﬁts paid during this period to existing pensioners.
Employees can opt to open a partnership pension account, a stakeholder pension with an employer
contribution. Employers’ contributions of £78,549 (2007-08 £57,535) were paid to one or more of the panel
of three appointed stakeholder pension providers. This amount is included in the total contributions of
£19,301,000 above. Employer contributions are age-related and range from 3% to 12.5% of pensionable
pay. Employers also match employee contributions up to 3% of pensionable pay. In addition, employer
contributions of £6,024 (2007-08 £724) were payable to PCSPS to cover the cost of the future provision of
lump sum beneﬁts on death in service and ill health retirement of these employees.
3FUJSFNFOUTEVFUPJMMIFBMUI
Seven persons (2007-08: 5 persons) retired early on ill-health grounds; the total additional accrued
pension liabilities in the year amounted to nil, as the costs are borne by the PCSPS.
"WFSBHF/VNCFSPG1FSTPOT&NQMPZFE
5IFBWFSBHFOVNCFSPGGVMMUJNFFRVJWBMFOU '5& QFSTPOTFNQMPZFE
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2008-09 has seen continued reductions in the number of administration funded roles due to efﬁciency gains
arising from Shared Services, Workforce Strategy and other initiatives. This has, however, been offset by
increases in frontline roles, notably in the Trafﬁc Ofﬁcer Service, as well as staff working on capital projects
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Payroll and superannuation services are provided by the Department for Transport.
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For comparative purposes, the 2007-08 capital maintenance ﬁgure has been reduced by £8,123,000
being spend relating to roads detrunked and trunked in the current year, and treated as a de-merger in
accordance with accounting policy 1.3. This adjustment is also reﬂected in the Cash Flow Statement.
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0QFSBUJOH*ODPNF
Operating income principally arises from:
• fees and charges for work carried out on a full-cost basis to external customers in both the public and
private sectors;
• rental income from ofﬁces where the Agency is the main occupier and surplus accommodation is let to
other organisations;
• rental income from properties acquired for road schemes which have yet to be disposed of;
• recoveries from third parties in respect of claims for damage to the motorways and trunk roads;
• interest receivable, including interest on the Severn Bridge subordinated loan (see Note 9);
• grants and contributions from the European Union; and
• other income including contributions on schemes.
Operating income analysed by classiﬁcation and activity is as follows:
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Under the Department’s Request for Resources 1 subhead L certain income is available for offset
against costs of the Agency in determining its Net Resource Outturn. Other income, not available for
offset against the costs of the Agency, is known as Not Appropriated in Aid. Recoveries in excess
of AinA for the Agency may be netted against AinA shortfalls elsewhere within the Department’s
consolidation boundary.
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%JTDMPTVSFVOEFSUIF).5SFBTVSZ'FFTBOE$IBSHFT(VJEF
Fees and Charges provided to external and public sector customers can be analysed as follows:
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The ﬁnancial objective for each of these services is full recovery of the service costs in accordance with
HM Treasury Fees and Charges Guide.
* The purpose of the above table is to comply with the disclosure requirements of HM Treasury Fees and
Charges Guide, and is not for SSAP 25 Segmental Reporting purposes.

 )JHIXBZT"HFODZ Annual Report and Accounts 2008-09

Notes to the 2008-09 Accounts
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*OGSBTUSVDUVSF"TTFUT
The opening position as at 1 April 2008 was restated to show amendments to the Agency Network asset
databases. These amendments are not correction of fundamental errors but adjustments to records for
operational reasons. These amendments are as follows:
• Dimensional variances – an adjustment of (£296,622,215) was made to reﬂect better information on
the dimensions of individual bridges and other structures
• Re-referencing variance – adjustment of £26,429,009 was made to reﬂect changes arising from a
number of schemes capitalised in prior year; and
• Route variation – adjustment of £28,841,245 was made due to changes in route management responsibilities.
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"TTFUTVOEFS$POTUSVDUJPO
The balance as at 1 April 2008 has been adjusted to include £18,745,562 of reversionary interest for the
M6 toll road.
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Software Computer Licenses provide rights to use software developed by third parties.
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A £60 million subordinated loan was granted to Severn River Crossing Plc (SRC) on 26 April 1992 as
part of the consideration for a concession agreement granted by the Secretary of State for the operation
and maintenance of the existing Severn River crossing and the design, construction, operation and
maintenance of a second crossing.
The loan is indexed by reference to the Retail Price Index and carries an interest rate of 6% per annum.
It is repayable at the end of the concession period, which is the earlier of 2022 and SRC achieving a predetermined cumulative revenue target from tolls. It is predicted the concession period will end in 2016.
Under a re-ﬁnancing agreement in 2002-03 interest on the subordinated loan is deferred and is
repayable at the end of the concession period.
Midland Expressway Ltd (MEL) entered into a contract with the Agency on 28 February 1992 to build
and maintain the M6 toll road. The debtor balance represents costs incurred by the Agency in their
capacity as agents for land acquisition and compensation payments. These costs will be reimbursed to
the Agency from October 2010.
Seven members of staff have relocation housing loans (2007-08: 8).
Deposits and advances include £2,625,000 (2007-08 £1,508,000) of advances made to utility
companies under the New Road and Street Act (NRSW) 1991, and £4,917,000 (2007-08 £6,842,000) of
road scheme prepayments.
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The Severn River Crossing Plc (SRC) subordinated loan relates to the £60 million index-linked loan
advanced on 26 April 1992 (Note 9). The loan carries an interest rate of 6% per annum and is indexed
by reference to the Retail Price Index. The indexed loan and deferred interest is repayable by SRC at the
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end of the concession period, currently estimated to be 2016. Upon repayment by SRC, the monies are
payable to HM Treasury Consolidated Fund.
The Midland Expressway Ltd (MEL) creditor relates to the recovery of costs from MEL (Note 9) which,
upon repayment is payable to HM Treasury Consolidated Fund. Costs will be reimbursed to the Agency
from October 2010.
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-BOEBOE1SPQFSUZ"DRVJTJUJPO
Land and property acquisition provisions relate principally to the estimated cost of planning blight,
discretionary and compulsory acquisition of property and compensation for property owners arising
from physical construction of a road scheme. It may take several years from the announcement of a
scheme to completion of the road and ﬁnal settlement of all liabilities; it is expected that these costs will
be incurred in the period up to 2018/19.
&OHJOFFSJOHBOE$POTUSVDUJPO4FSWJDFT
The provision for engineering and construction services is required to meet the estimated cost of work
to meet generally accepted highways standards after a road has been opened for trafﬁc and disputed
contractual claims. It represents costs that may be incurred within the next 3 years.
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#SJEHF4USFOHUIFOJOH
The provision is required to strengthen bridges and other structures to comply with legal minimum
requirements, as established by European Community legislation and authoritative statements by
Ministers in Parliament. It is expected that these costs will be incurred in the period up to 2013.
5VOOFMT
The Secretary of State is required to bring long tunnels on the Trans-European Roads Network up to new
safety standards. The tunnels related works are scheduled to be completed before the deadline of 2014
set in the Directive.
.JHSBUJPO 1FOTJPOTBOE0UIFS-JBCJMJUJFT
During 2008-09, the Highways Agency committed to an ofﬁce move in Birmingham, to be completed in
2010, and this has resulted in the creation of around £3m in liabilities relating to dilapidations, parallel
running costs and an onerous lease on part of the building we are moving out of. It is Agency policy to
recognise such liabilities at the point at which we announce and are, in practical terms, committed to,
the ofﬁce move.
Other liabilities include those to third parties who have suffered damage or injury as a result of the road
network being damaged and are entitled to submit a claim to the Highways Agency for compensation. A
provision has been made which estimates the number and value of the claims received as at 31 March
2009 that will actually be settled. It is expected that the majority of these costs may be incurred within
the next 5 years.
*OZFBSJODSFBTFTBOEEFDSFBTFTJOQSPWJTJPOT
These can impact on both the Capital Expenditure and Operating Cost Statement. Capital Expenditure
provisions increased by £111,608,000 (2007-08 £63,840,000) during the year. The following provisions
were charged to the Operating Cost Statement:
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(FOFSBM'VOE
The General Fund represents the total assets of the Agency less liabilities, to the extent that the total is
not represented by other reserves and ﬁnancing items.
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3FWBMVBUJPO3FTFSWF
The Revaluation Reserve reﬂects the unrealised element of the cumulative balance of indexation and
revaluation adjustments.
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5SBOTGFSPG'VODUJPOTUPGSPN-PDBM"VUIPSJUJFT
In furtherance of Government’s policy announced in the 1998 White Paper to transfer responsibility for
non-core network routes to local authorities, the Agency negotiated and transferred the following assets:
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In the instance of the programme of major schemes, a new section of road has been built to improve
the road network. The old section has then been detrunked to the relevant local authority.
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$BQJUBM$PNNJUNFOUT
These relate to the Agency’s commitment to make future capital payments on major road network and IT
schemes, where the main works contract has been awarded, to the extent that this commitment has not
been provided for in the accounts.
SFTUBUFE
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The prior year balance has been restated to include commitments previously understated in the prior year.

$PNNJUNFOUTVOEFS-FBTFT
Commitments under operating leases to pay rentals during the year following the year of these accounts
are given in the table below, analysed according to the period in which the leases expire.
0CMJHBUJPOTVOEFSPQFSBUJOHMFBTFTDPNQSJTF
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Total future minimum lease payments under ﬁnance leases are given in the table below for each of the
following periods:
0CMJHBUJPOTVOEFSàOBODFMFBTFTDPNQSJTF
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$PNNJUNFOUTVOEFS1SJWBUF'JOBODF*OJUJBUJWFT
The Agency has entered into the following on balance sheet PFI contracts for the design, build, ﬁnance
and operation of sections of the network:
.m"
" .
""
""
.
"

Yorkshire link
Alconbury to Peterborough
Swindon to Gloucester
Stoke to Derby link
Junctions 1 to 15
Dishforth to Tyne Tunnel

""
Exeter to Bere Regis
"
Carlisle to Newcastle
" .
Darrington to Dishforth
"
Iwade to Queenborough
/BUJPOBM5SBGàD$POUSPM$FOUSF
/BUJPOBM3PBET5FMFDPNNVOJDBUJPOT4FSWJDFT

The substance of the PFI contract is that the Agency has a ﬁnance lease, with the asset being
recognised as a ﬁxed asset of the Agency. Payments under PFI contracts comprise two elements:
imputed ﬁnance lease charges and services charges.
*NQVUFEàOBODFMFBTFPCMJHBUJPOTVOEFSPOCBMBODFTIFFU1'*DPOUSBDUTDPNQSJTF
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$IBSHFUPUIF0QFSBUJOH$PTU4UBUFNFOUBOE'VUVSF$PNNJUNFOUT
The total amount charged in the Operating Cost Statement in respect of the service element of on
balance sheet PFI transactions was £180,646,000 (2007-08 £160,258,000).
Service element payments to which the Agency is committed during the year following the year of these
accounts are given in the table below, analysed according to the period in which the commitment expires.
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'JOBODJBM*OTUSVNFOUT
FRS 29, which supersedes the requirements of FRS 13 and FRS 25, requires speciﬁed minimum disclosures
about the nature and extent of credit risk, liquidity risk and market risk that the Highways Agency faces
in undertaking its activities. Due to the largely non-trading nature of its activities and the way in which
government agencies are ﬁnanced, the Agency is not exposed to the degree of ﬁnancial risk faced by many
business entities. Moreover, ﬁnancial instruments play a much more limited role in creating or changing
risk that would be typical of the listed companies to which FRS 29 mainly applies. The Agency has very
limited powers to borrow or invest surplus funds. Financial assets and liabilities are generated by day-to-day
operational activities and are not held to change the risks facing the Agency in undertaking its activities.
-JRVJEJUZ3JTL
This is the risk that the Agency is unable to meet its obligations when they fall due and to replace funds
when they are withdrawn. The Agency’s net revenue resource requirements are mainly ﬁnanced by
resources voted annually by Parliament to the Department for Transport. The Agency is not therefore
exposed to signiﬁcant liquidity risks.
$SFEJUSJTL
Credit risk is the risk of suffering ﬁnancial loss, should any of the Agency’s customers or counterparties
fail to fulﬁll their contractual obligations to the Agency. Some of the Agency’s customers and
counterparties are other public sector organisations. There is no credit risk from these organisations
For those customers and counterparties that are not public sector organisations, the Agency has
policies and procedures in place to ensure credit risk is kept to a minimum.
*OUFSFTU3BUF3JTL
This is the risk that the Agency will suffer ﬁnancial loss due to interest rate ﬂuctuation. All of the Agency’s
ﬁnancial assets and its ﬁnancial liabilities carry nil or ﬁxed rates of interest, therefore the Agency is not
exposed to signiﬁcant interest rate risk.
&YDIBOHF3BUF3JTL
This is the risk that the Agency will suffer ﬁnancial loss due to changes in exchange rates. The Agency
undertook a small number of foreign currency transactions only to cover overseas travel and conference
costs and is not exposed to signiﬁcant exchange rate risk.
'BJS7BMVFT
Set out below is a comparison in book values and fair values of the Agency’s ﬁnancial obligations in
respect of its PFI contracts.
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#BTJTPG'BJS7BMVBUJPO
The fair value has been calculated using the net present value (NPV) of future capital payments,
discounted at the rate implied in the individual contracts.

$POUJOHFOU-JBCJMJUJFTBOE"TTFUTEJTDMPTFEVOEFS'34
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-BOEBOE1SPQFSUZ"DRVJTJUJPO
Contingent liabilities from land and property acquisition arise from the following sources:
Acquisition and Blight
The construction of any major road construction scheme invariably requires the acquisition of property.
The Acquisition and Land Act 1973 gives the Secretary of State the power to make compulsory
purchases. Possible purchases for schemes in the Secretary of State’s major projects programme are
included as contingent liabilities until the point when Compulsory Purchase Orders are made and a
reliable estimate is available.
In addition, road schemes, when announced, can adversely impact surrounding property values and
The Town and Country Planning Act 1990 provides for individuals to claim compensation for the blight
of their properties. Possible blight costs for schemes in the major projects programme are included as
contingent liabilities until the point when Blight Notices are issued and a reliable estimate is available.
Compensation for Loss After Construction
Home owners can apply for compensation for lost value (‘injurious affection’) under Part 1 of The
Acquisition and Land Act 1973, where property, which was not acquired for a road scheme, has lost
value because of physical factors, including noise, light, dirt, smell and vibration, associated with the
new or improved roads.
Claims become inevitable once the construction phase is started and the Agency accounts for the
constructive obligation as a provision. A legal obligation crystallises one year after the road has
opened for trafﬁc when homeowners are entitled to lodge claims that are normally settled in less than a
year. Such obligations are treated as contingent liabilities until the start of construction work.
Claims in Dispute
As at the balance sheet date, the Agency is involved in a number of property cases that have been
referred to the Lands Tribunal for resolution or are otherwise in dispute. The Agency has provided
for, in its accounts, management’s best estimate of the outcome of these cases although this may be
exceeded by the actual outcome.
&OHJOFFSJOHBOE$POTUSVDUJPO4FSWJDFT
The Agency is involved in a number of arbitration cases in respect of contractual claims for engineering
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and construction services and has provided for the best estimates of the outcome of these cases,
although this may be exceeded by the actual outcome.
0UIFS$POUJOHFOU-JBCJMJUJFT
Other claims relate to management estimates for damages to the road network for which no claim has
been received at the year-end and are based on prior years’ experience.

 C $POUJOHFOU"TTFUT
The Highways Agency seeks to dispose of property surplus to requirement promptly at the best price reasonably
obtainable in the market. Sometimes there is uncertainty over potential use of the property and planning
permissions, and in these cases the Agency may decide to sell the property at the underlying land value.

In these circumstances, the Agency will incorporate a “clawback” clause into the terms of the sale,
under which it is able to reclaim a percentage of any increase in value arising from a grant of planning
permission, for a given term after the sale has been agreed.
As it is not known for some years after the initial disposal whether any further income will arise the
Agency has a contingent asset relating to future values. In 2008-09 amounts totalling £47,000 (2007-08
£671,000) were received under these arrangements.

3FMBUFE1BSUZ5SBOTBDUJPOT
As stated on page 7 the Highways Agency is an Executive Agency of the Department for Transport. The
Department is regarded as a controlling related party. During the year the Agency had a signiﬁcant number
of transactions with the Department. In addition the Agency had transactions with other Government
departments and agencies, principally Treasury Solicitors, The Department for Communities and Local
Government, The Central Ofﬁce of Information, Valuation Ofﬁce Agency, National Assembly for Wales
and a number of Local Authorities.
In addition the Agency had transactions with QinetiQ, a public limited company in which the Ministry of
Defence holds shares, and Yorkshire Forward, an organisation sponsored by BERR.
Any interest in third party transactions of Board members is disclosed on page 52.
All other interests declared by members of the Highways Agency Board and other Agency senior civil
service are of a minor and insigniﬁcant nature and would have no inﬂuence in the awarding of contracts
or commissions.

-PTTFTBOETQFDJBMQBZNFOUT
Managing Public Money requires a statement showing losses and special payments by value and by
type to be shown where they exceed £250,000 in total and those that, individually, exceed £250,000.
In 2008-09 there was one case in excess of £250,000. There was a book-keeping error of £430,663
relating to an advance made for work carried out by a local authority.
Losses may relate to cash and store losses, bookkeeping losses, losses arising from a failure to make
adequate charge for the use of public property or services, fruitless payments and claims abandoned
as well as frauds. Special payments may relate to extra-contractual, extra-statutory and ex-gratia
payments and compensation. The amounts involved are as follows:
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#PPLLFFQJOHDBTIMPTTFTDBTFT DBTFT
'SVJUMFTTQBZNFOUTDBTF DBTFT
$MBJNTBCBOEPOFETUPSFMPTTFT DBTFT  DBTFT 
4QFDJBM1BZNFOUT
&YHSBUJBDPNQFOTBUJPODBTFT DBTFT

* Includes 2,885 cases valued at £6,610,000 (2007-08 3,551 cases valued at £10,767,000) for damages
to the road network where the culprit could not be identiﬁed, or otherwise pursued for costs.

5IJSE1BSUZ"TTFUT
The Agency, under Section 278 of the Highways Act 1980, receives payment in advance of works.
These are paid into interest bearing Escrow Accounts at Lloyds TSB Bank. Monies are drawn down from
the Escrow accounts by the Highways Agency as work progresses.
The Agency is acting as a co-ordinator for a new Coordination Action under the EU Sixth Framework
Programme. It holds a Euro Lloyds TSB bank account where funding from the EU is deposited and
subsequently distributed to eleven partners across Europe. Over the three year duration of the project
total funding provided by Brussels will be up to 2.5 million euros. A small portion of the funding will be to
reimburse costs incurred by the Agency in this collaboration action.
These are not Agency assets and therefore are not included in the accounts. The amounts held are set
out in the table below:

-MPZET54#&TDSPX#BOL"DDPVOUT
-MPZET54#&VSP#BOL"DDPVOU
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1PTU#BMBODF4IFFU&WFOUT
There have been no signiﬁcant events between the balance sheet date and the date of these Financial
Statements. These Financial Statements are laid before the Houses of Parliament by the Secretary of
State of the Department for Transport. Financial Reporting Standard (FRS) 21 requires the Highways
Agency to disclose the date on which the accounts are authorised for issue. This is the date on which
the certiﬁed accounts are despatched by the Highways Agency’s management to the Secretary of State
of the Department for Transport. The authorised date for issue is 16 July 2009.
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