OR

OFFICE OF
RAILAND ROAD

Road Investment Strategy 3
Our Role and Approach

08 December 2021

................................... O S
, il """-U.!,' 111y, I ot \\‘\

’ “ e, ’ ‘‘‘‘‘‘‘ \

’ \ te,, "‘ ‘e,, \\
Ty T e Ttry,, " Wb
\\{ l ' ’ ' ' “““ O 11 ""' '\ll""‘l,"" ‘\\

RN My ponn LR el

Nt Frrrrpprnnpnnnnnnnid



Contents

Executive Summary 3
1. The RIS3 development process and our role 5
Road Investment Strategy 3 5
Our role 5
The value of our work 7
Steps in the RIS development process 8
Programme 10
2. Guiding principles 11
Introduction 11
Our aims and ways of working 11
3. Our approach 14
Context 14
Stages of activity 15
Setting out our approach 16
Cost and efficiency 18
Challenge and deliverability: investment plan 25
Challenge and deliverability: performance requirements 28
Statutory duties and licence compliance 29
Mobilisation and future monitoring 30
Summary 31
4. Providing feedback on our approach 32
Annex 1 — The Highways Monitor 34
Annex 2 — Publishing responses 35
Glossary and acronyms 37



Executive Summary

The road investment strategy (RIS) is the government’s long-term strategy for the
management and improvement of the strategic road network (SRN) — the motorways and
major ‘A’ roads in England. The ORR plays a central role in the process of developing
each new RIS.

Our role is not to set roads policy or determine investment priorities — these are matters for
the government. As the Highways Monitor, we advise government on the extent to which
plans for the next road period achieve the right balance of being challenging and
deliverable. We check and challenge the plans developed by National Highways (formerly
Highways England) to ensure they will deliver the government’s requirements and will do
so in a way that represents effective and efficient use of public money. Ultimately, the
oversight and scrutiny we provide leads to better outcomes for all those who use or are
affected by the SRN and drives better value for taxpayers.

The third road investment strategy (RIS3) will cover the third road period, from April 2025
to March 2030. We expect the quality of National Highways’ plans to reflect its maturity as
an arms-length company entering its third road period. It must provide sufficient detail to
enable us to assure government that the company can deliver RIS3 in an efficient manner.
It must also provide a robust basis against which we can monitor National Highways’
performance and efficiency during the third road period.

The knowledge we have gained from monitoring National Highways since 2015 leaves us
well placed to assess its plans for the next road period. In developing our approach to the
RIS3 development process we have sought to build on the successes of the RIS2 process
and to identify ways in which we can be more effective.

For RIS3, we will pay particular attention to ensuring that the efficiencies National
Highways has achieved in the first two road periods are reflected in its cost estimates. In
respect of plans for maintaining and renewing the network, we will focus on the quality of
National Highways’ approach, its understanding of asset need, and the way in which it
plans to meet the challenge of an ageing asset base. On enhancement projects, we intend
to strengthen our approach to understanding risks to delivery and expect National
Highways to demonstrate that it has learnt positive lessons from its recent experience of
developing major projects.

In performing our RIS development duties we are able to draw on the knowledge and
expertise gained from performing similar roles in the rail industry over many years. In our
experience road industry stakeholders are often less familiar with the RIS process than rail



industry stakeholders are with the periodic review process. Through this document, and in
our approach more generally, we want to shed more light on the process and, where
possible, involve stakeholders to a greater extent. In line with this ambition, we are now
consulting on our approach to the RIS3 development process. We are seeking feedback
on the way in which we intend to undertake our assessments. We also hope that
stakeholders can contribute knowledge and evidence that will assist us when we conduct
those assessments.

The remainder of this document sets out our aims for our role in the RIS3 development
process, the way in which we will work with other parties (as well as our expectations of
others), the scope of our role and how we will approach our assessments of the
government's and National Highways' plans.

In summary, the key themes of this document are:

(@) the need for a transparent and collaborative process with meaningful engagement
between the key parties;

(b) our expectation that National Highways’ plans, the level of detail provided, and the
linkages between investment and outcomes, should reflect its maturity as an arm’s
length body entering its third road period;

(c) our focus on the long-term implications of plans for maintaining and renewing the
network in the context of an ageing asset and competing priorities for funding;

(d) atargeted and systematic approach to cost and efficiency with particular emphasis
on ensuring that cost estimates build in the efficiency gains achieved by National
Highways in past road periods, as well as the opportunity for further gains in the
remainder of road period 2 and in road period 3; and

(e) ensuring that the RIS3 process provides a robust and stable baseline against which
we can monitor National Highways’ performance in road period 3.

The remainder of this document is structured as follows:
° Section 1 introduces the RIS development process and our duties.
° Section 2 sets out our guiding principles.
° Section 3 describes our intended approach to fulfilling each of our duties.

° Section 4 sets out how you can provide feedback on our proposed approach.



1.

The RIS3 development
process and our role

Road Investment Strategy 3

1.1

1.2

1.3

The third road investment strategy covers the period April 2025 to March 2030
(road period 3). RIS3 will set out the investment and performance requirements
that National Highways (formerly Highways England) must deliver during the next
road period and the Statement of Funds Available (SoFA) to achieve this. In turn,
National Highways is required to develop detailed plans that demonstrate how it
will meet the government’s requirements. ORR has an important role in the
development of RIS3. We will provide advice to government at key stages during
the process and we are responsible for undertaking an assessment of National
Highways’ plans.

This document describes our approach to executing our duties in the RIS3
development process. It sets out how we will conduct our activities and the
methods and evidence we intend to use to undertake our assessments. We also
set out our expectations of the process more generally. In formulating our
approach, we have considered aspects of the process that worked well, and less
well, during the development of RIS2.

We want to provide stakeholders with an opportunity to influence the approach we
take to the RIS3 development process. Details on how you can provide feedback
on this document are provided in Section 4.

Our role

1.4

1.5

Since 2015, the ORR has been responsible for independently monitoring National
Highways’ management of the Strategic Road Network — the motorways and
major A-roads in England. We hold National Highways to account for its
management of the strategic road network — including delivery of performance and
efficiency. Further details of our role as the Highways Monitor are provided in
Annex 1.

With respect to the RIS development process our responsibilities cover two main
areas:



1.6

1.7

1.8

1.9

(@) We support the setting of the RIS, by providing advice on what the
Secretary of State can expect to achieve with the funds identified
This advice is intended to ascertain whether the developing
proposition is both challenging and deliverable, particularly in terms
of efficiency; and

(b) We ensure that National Highways meets the obligations in its
licence that relate to the setting of the RIS.

Our role is not to set roads policy or determine investment priorities. The
government will identify the outcomes it wishes to achieve on matters such as
safety, users’ priorities, network performance and environmental objectives. It is
also for the government to identify the enhancement projects it wishes to deliver
and to form judgements on matters such as the need for greater highway capacity
and improved connectivity, and whether this should be provided through
conventional road building, all-lane running, or some other means. Our role is to
advise the government on whether its requirements are challenging and
deliverable, to scrutinise National Highways’ plans for the next road period, and to
monitor licence compliance.

The requirements set out in the RIS, and the plans set out by National Highways in
its Strategic Business Plan (SBP) and Delivery Plan, will provide the basis on
which we will monitor National Highways’ delivery and performance during the
third road period.

Crucially, the RIS puts in place a stable, long-term plan for the SRN. This provides
National Highways and its supply chain with the certainty they need to plan ahead
and to achieve improvements in performance and efficiency. During a road period,
small scale changes to the RIS that do not materially affect the integrity of the RIS
are handled through a formal change control process. It is our role to advise the
Secretary of State on any such changes and their implications for funding.

The RIS process is the equivalent of a periodic review in rail. Both processes set
the outputs that the respective licence holders (National Highways and Network
Rail) will need to deliver, and the funding they will receive, over the subsequent
five-year period. As such, we have a long track record in undertaking these types
of assessment. Nevertheless, there are important differences between the two
processes. Our role in the RIS process is to provide advice to the Secretary of
State who ultimately sets out what National Highways is required to deliver. This
differs from the periodic review process in which we determine what Network Rail
should deliver.



The value of our work

1.10  We play a constructive role in the development of each RIS and we give advice to
government that ultimately results in better outcomes. The value of our work is
illustrated in Figure 1.1:

Figure 1.1 The value of our work

Supporting government’s
understanding of
programme and financial
risks and providing
assurance that the
programme of investment
can be delivered.

Providing assurance
that the government’s
objectives and
requirements can be
achieved.

Ensuring decision
makers consider the
long-term implications
of their choices.

Confirming National
Highways’ plans represent
an effective and efficient
use of public money,
thereby helping
government deliver more
for less.

Providing oversight and
helping to ensure that
processes are followed
correctly and
stakeholders are
properly engaged.




Steps in the RIS development process

1.1

1.12

1.13

1.14

The process of developing and setting a RIS is set out in Part 1 of, and Schedule 2
to, the Infrastructure Act 2015 and Part 6 of National Highways’ licence. Our role is
further defined in a Memorandum of Understanding between the Department for
Transport (DfT) and the ORR.

The RIS process follows seven clearly defined steps. Our responsibilities in each
step in the process are illustrated in Figure 1.2. The main deliverables are our
review of the government’s Draft RIS and our review of National Highways’ Draft
SBP (the Efficiency Review).

This consultation document primarily concerns our approach to the first six steps
of the programme. However, there are clear linkages between the plans laid out
during the RIS development process and the way in which we monitor National
Highways during the road period (step 7). Our approach reflects the need for the
RIS development process to provide a clear and sufficiently detailed baseline
against which we can monitor National Highways’ performance and efficiency.

Although not shown as one of the seven steps in the RIS process, National
Highways is required, as a condition of its operating licence, to periodically
prepare and publish route strategies covering its whole network. The route
strategies provide an evidence base on the state and performance of the SRN, the
future challenges it faces and an outline of operational and investment priorities.
National Highways has commenced work on the next generation of route
strategies that will inform the government’s plans and priorities for RIS3. Further
information on the development of route strategies can be found here: Our route
strategies - National Highways.



https://highwaysengland.co.uk/our-work/our-route-strategies/
https://highwaysengland.co.uk/our-work/our-route-strategies/

Figure 1.2 RIS development process and our role

e Produced by National Highways. It sets out an assessment of N\
Step 1: The SRN the current state of the network and users' needs from it,
potential maintenance and enhancement priorities, and future
development needs and prospects. In developing the report,
Research Phase National Highways is required to engage with us and take

2021 to 2022 account of our views. The Secretary of State will conduct a
consultation on the report and publish its findings. J

\

Initial Report

¢ This includes the proposed requirements to be delivered by
National Highways, and the financial resources to be provided

Step 2: Secretary of
State's proposals

v BrEt S by the Secretary of State (the SoFA). We will undertake an
. assessment of the Draft RIS and advise the Secretary of State
Decision Phase on whether the requirements are challenging and deliverable
2023 to 2024 with the proposed financial resources. J
Step 3: The ~
company's Draft ¢ National Highways’ Draft SBP details its plans for delivering the
Strategic Business requirements set out in the Draft RIS. We provide guidance to
Plan (SBP) National Highways on the elements to include in its response
Decision Phase to the Draft RIS to assist the Efficiency Review (step 4).
2023 to 2024 <
. . . . )
Step 4: The e We undertake a detailed review of the Draft SBP to confirm
Efficiency Review that the National Highways’ response will deliver the
Decision Phase requirements of the Draft RIS, and does so in a way that
2023 to 2024 represents an effective and efficient use of public money. y

e The Secretary of State can approve the SBP and finalise the RIS,
Step 5: Finalising direct National Highways to revise the Draft SBP, or produce a
the RIS and the SBP revised Draft RIS repeating the earlier process. Once the RIS
Decision Phase and SBP have been finalised they will be published by the
2023 to 2024 Secretary of State and National Highways respectively. We will
provide further advice and support as required. Y,

e Once the RIS has been finalised, National Highways will prepare
Step 6: Mobilisation a Delivery Plan setting out how it intends to deliver the SBP.
Mobilisation Phase National Highways must engage with and take account of our
2024 to 2025 views on the format of, and level of detail in, the Delivery Plan
to facilitated reporting arrangements. Y,

Step 7: Deliver
P Y ¢ Road period 3 will commence in April 2025. Just as we are

Road Period 3 - doing in road period 2, we will monitor National Highways’

April 2022053%’ March delivery of the commitments set out in its Delivery Plan.




Programme

1.15

1.16

1.17

1.18

10

In December 2021, the government published ‘Planning ahead for the Strategic
Road Network: Developing the third Road Investment Strateqy’. This set out the
government’s approach to the RIS3 development process. In the document the
government identifies three phases of activity — a research phase (2021 to 2022)
that culminates in the publication of the SRN Initial Report (i.e. step 1 in the
process, shown in Figure 1.2), a decision phase (2023 to 2024) that comprises
steps 2 to 5, and a mobilisation phase (2024 to 2025), step 6.

The detail of the programme is for the government to define. Working to a logical
and clearly defined programme is important. During RIS2 there were delays to the
programme, and these truncated aspects of the process. This meant that the SBP
and Delivery Plan were not published until shortly after the commencement of the
new road period.

Our key priorities for the development of RIS3 are two-fold. Firstly, that National
Highways has sufficient time in the decision phase (steps 2 to 5) to consider and
reflect our advice as it develops its plans. Secondly, the mobilisation phase must
be sufficient for National Highways to plan for its delivery in road period 3,
including a clear baseline for us to monitor against.

Moreover, we would emphasise the importance of continued engagement between
the key parties throughout the process. Information sharing should not be
restricted by programme milestones. We will engage with National Highways as it
develops its plans prior to the Efficiency Review. This is a key theme of our
preparation activities, already underway (see Section 3).


https://www.gov.uk/government/publications/preparing-the-third-road-investment-strategy
https://www.gov.uk/government/publications/preparing-the-third-road-investment-strategy

2.

Guiding principles

Introduction

2.1

2.2

2.3

RIS3 will be the second time that the RIS development process has been
delivered in full. The process and the roles and responsibilities of the key parties
involved in it are now better understood than was the case for RIS2. The RIS3
development process offers the opportunity to build on the successes of and learn
lessons from the development of RIS2.

As noted, the government will set out the objectives it wants to achieve during
road period 3. This section sets out our aims for our role in the process of
developing the RIS.

We have drawn on our experience in the RIS2 development process to produce a
set of overarching priorities that will guide our approach to RIS3. We have also put
in place new ‘ways of working’ that describe how we will conduct our assessments
and how we intend to engage with other organisations.

Our aims and ways of working

2.4

11

Our aims (subject to the overall strategic intent of the government’s investment
strategy) are to:

(a) Deliver high quality advice that has a positive impact on
outcomes for users, communities, the economy, and the
environment.

It is for government to decide what outcomes it wants to achieve from its
investment in the SRN. Nevertheless, as outlined in Section 1, our advice is
intended to have a positive impact on outcomes, and it is our primary focus to
make that happen. In practice this means taking a pragmatic approach to our
assessments and focusing our resources on issues where our advice can
have the greatest impact. It also means taking an approach to efficiency that
takes account of the balance of financial and non-financial considerations
(such as environmental impacts and the need to manage disruption to traffic).

(b) Ensure National Highways follows the process set out in its
licence and engages with stakeholders in a positive and
transparent way.



12

One of our duties is to monitor National Highways’ compliance with its
licence. Licence requirements in relation to both road investment strategies
(part 6 of the licence) and route strategies (part 5.13 of the licence) are
relevant. A key element of this is to see that National Highways engages with
and takes account of the views of relevant local and national stakeholders in
developing route strategies and the SRN Initial Report.

(c) Scrutinise plans for road period 3 and advise government
whether they are both challenging and deliverable.

The requirements set out in the RIS need to be appropriately challenging if
the government is to secure value for public money. Equally, government and
stakeholders need to have a high level of confidence that the programme can
be delivered. Our experience of monitoring National Highways during the first
two road periods means that we are well placed to help government achieve
the right balance between challenge and deliverability. Our assessment of
challenge and deliverability applies not only to the programme of investment,
but also the framework of performance targets set out in the Performance
Specification that forms part of the RIS.

(d) Drive efficient behaviours to secure better value for money for
road investment.

In step 4 — the Efficiency Review — we will provide advice to the Secretary of
State on the level of efficiency proposed in National Highways’ Draft SBP.
For RIS3, our priorities are to provide government with assurance that cost
estimates are robust and include an appropriately challenging level of
efficiency. Where appropriate, we will advise government on making
appropriate adjustments — either to the funding it plans to give National
Highways, or to the level of activity it requires the company to deliver.

(e) Foster a mature approach to asset management that reduces
costs in the long term.

The RIS development process sets the agenda for the five years of the
relevant road period and beyond. We advise government on the long-term
implications of its investment decisions and National Highways’ approach to
maintaining and renewing the SRN. This is of particular importance given that
a significant proportion of the network is reaching the end of its design life.
We welcome ‘Managing and planning the SRN for the future’ as one of the
objectives, provisionally identified by the government, for RIS3. One of the



key areas we will focus on is National Highways’ approach to renewals
planning. We want to ensure that National Highways’ approach avoids
storing up costs for the future, but we also recognise that it will be
challenging to balance this against short-term affordability pressures, the
need to plan renewals within a wider portfolio and the requirement to manage
disruption. We will therefore take a pragmatic approach.

2.5 To achieve these aims we intend to adopt the ‘ways of working’ set out in Figure
21.

Figure 2.1 Ways of working

Work
collaboratively
with and promote
co-operation
between the key
parties and
stakeholders

Ensure that
stakeholders Be accountable

understand the and transparent
role of the in the way we

Highways work.

Monitor. ORR

EVERC
Working

Engage
proactively with
National Highways
to ensure
proposals are
supported by
robust analysis
and evidence.

Use an
evidence-led
approach to
develop our

advice on
efficiency and
deliverability.
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3.

Our approach

Context

3.1

3.2

3.3

3.4

14

In developing our approach, we have sought to build on the successes of the RIS2
development process. As such, there is a large degree of consistency between the
approach set out here and our approach to RIS2. Nevertheless, we have sought to
evolve our approach to reflect changing circumstances and to identify ways in
which we can be more effective.

Similarly, we expect National Highways to evolve and improve its approach to
planning for the next road period. Our ability to perform our assessment is dictated
by the quality of evidence provided to us. We expect the quality of evidence
underpinning National Highways'’ plans to reflect its increasing maturity as an
arm’s length body midway through its second road period.

During the RIS3 development process we need to be able to respond flexibly to
changing circumstances and government priorities. In many respects, RIS3 will be
developed in a more uncertain policy context than was the case for RIS1 and
RIS2. Most notably, the pandemic continues to affect travel demand and public
finances. It is unclear how long this uncertainty will persist. Furthermore, we note
that the government has announced its intention to review the National Policy
Statement for National Networks over the next two years (Review of National
policy statement for national networks). It is possible that this could affect the basis
on which nationally significant road projects are decided and as such creates a
risk of the government’s RIS3 investment plan changing later on in the process.

Our approach will reflect the broader context within which the RIS sits. In our view,
the demands on the network and on National Highways are likely to increase. We
have identified four key policy issues for RIS3 where this is likely to be the case:

(@) Environmental impact and the net zero challenge — RIS3 will be
prepared in the context of the government’s Transport
Decarbonisation Plan (Decarbonising Transport — A Better, Greener
Britain) and National Highways’ Net Zero Highways. More generally,
there is increasing focus on how the impacts of the SRN on the
environment, health and communities can be improved.

(b) Road safety — During road period 3, we expect for there to be a
continued focus on road casualty reduction. RIS3 will be prepared in


https://www.gov.uk/government/speeches/review-of-national-policy-statement-for-national-networks
https://www.gov.uk/government/speeches/review-of-national-policy-statement-for-national-networks
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1009448/decarbonising-transport-a-better-greener-britain.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1009448/decarbonising-transport-a-better-greener-britain.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1009448/decarbonising-transport-a-better-greener-britain.pdf
https://highwaysengland.co.uk/media/eispcjem/net-zero-highways-our-2030-2040-2050-plan.pdf

3.5

the context of National Highways’ ambition for the number of people
killed or seriously injured on the SRN to be at a level approaching
zero by 2040, as well as the government’s upcoming Road Safety
Strategic Framework.

(c) Digital technology and customer — During the RIS3 process, we
expect National Highways to consider the extent to which it will need
to invest in new technology to manage traffic flows and improve the
information provided to users and the implications of these on the
costs of maintaining and improving the network.

(d) Managing the asset for the long term — As reflected in our aims, a
further key issue for RIS3 will be how National Highways responds to
the challenge of dealing with assets that were constructed in the
1960s and 1970s and are therefore coming to the end of their design
life. This was identified in RIS2 as an issue which would require
determined effort over multiple road periods. In this context, the
quality of data on the condition of the network and the sophistication
of National Highways’ approach to planning renewals interventions
will come into focus. This is a key theme of our approach to RIS3.

We intend to adjust our approach based on the priorities set out in the Draft RIS
and the funding attached to them. For example, the extent to which the
government focuses on maintenance and renewal of the existing network versus
new enhancement projects will influence the way in which we likewise focus our
resources.

Stages of activity

3.6

15

Our preparations for RIS3 are already underway. Our role in the RIS development
process can be seen as comprising three overlapping stages of activity shown in
Figure 3.1. In broad terms, these stages align with the financial years 2021-22,
2022-23 and 2023-24.



Figure 3.1 Stages of activity

Stage 1: Preparation

Our focus in this stage is to secure a better
understanding of National Highways’
approach to RIS3 and the evidence it will
use to support its plans.

Stage 2: Collecting Evidence

Working closely with National Highways, our
focus at this stage will be on collecting more

detailed evidence, including cost and
performance benchmarks and undertaking
reviews into National Highways’ capabilities
to deliver efficiencies during road period 3.

Stage 3: Assessment

We will review the plans set out in the DfT’s
Draft RIS3 and National Highways’ Draft SBP
and undertake our assessments, informed by
the data we have collected in Stage 2.

Setting out our approach
3.7 As described in Section 1, our primary deliverables are two-fold, a review of the:

(@) government’s Draft RIS and provision of advice to the Secretary of
State as to whether the proposed requirements are challenging and
deliverable within the proposed financial resources; and

(b) Draft SBP — termed the ‘Efficiency Review’ — to determine whether
National Highways’ plans meet the requirements of RIS3 and do so

in a way that represents an effective and efficient use of public
money.

16



3.8

3.9

3.10

3.11

3.12

17

Throughout the process, we have a duty to monitor that National Highways is
fulfilling the requirements set out in its licence.

The remainder of this section describes the approach we will take to fulfilling our
duties. Rather than describe our approach in a chronological manner (dealing with
each step of the process in turn) we have chosen to set it out under a set of
themes that relate to the different aspects of our role. The themes (discussed in
detail from paragraphs 3.13 onwards) are as follows.

(@) Cost and efficiency.

(b) Challenge and deliverability: investment plan.

(c) Challenge and deliverability: performance requirements.
(d) Statutory duties and licence compliance.

(e) Mobilisation and future monitoring.

Setting out our approach in this way reflects that some aspects of our role span
multiple steps in the process. The most obvious example of this is where we will
assess the degree to which the plans set out in both the Draft RIS and the Draft
SBP are ‘challenging and deliverable’. As such, the advice we provide at steps two
and four in the RIS development process will rely on similar evidence.

We will adjust our approach according to the level of detail included in the plans
provided to us at each stage. During the RIS2 development process, the Draft
RIS2 set out the government’s plans at a high level. As a result, the advice we
were able to provide on the Draft RIS was similarly high level and our detailed
assessments were focussed primarily on the Draft SBP.

The process as set out in National Highways’ licence allows for an iterative
approach whereby the government could update the Draft RIS, or to provide
further guidance to National Highways based on our advice. Should this approach
not be possible we could undertake a shorter and more focussed review of the
Draft RIS, working with the government to identify key areas where we should
concentrate our efforts.



Cost and efficiency

Requirement

3.13

One of our core duties in the RIS development process is to provide advice to the
Secretary of State on cost and efficiency. This aspect of our role is most directly
aligned to step four in the process — the Efficiency Review. This involves us
reviewing National Highways’ Draft SBP and advising the Secretary of State on
the levels of efficiency National Highways proposes to achieve.

Approach

Overview

3.14

3.15

3.16

18

In our view, the efficiency challenge should not be limited by National Highways’
current capabilities but should take account of the efficiencies expected to result
from improvements the company is making to the way it operates, and any
opportunities afforded by new technologies and processes. This is the same
approach that we took during RIS2. Nevertheless, we also recognise that our
approach needs to be balanced and realistic. Setting overly ambitious targets is
likely to be self-defeating and would not provide National Highways with the
appropriate challenge and incentives.

Our current expectation is that the potential for National Highways to achieve
further efficiencies during road period 3 will be significant. This view is based
primarily on the fact that many of the key measures that the company has put in
place to improve efficiency, such as the Asset Delivery approach to maintenance
and renewals, are only just starting to ‘bed-in’ during road period 2 and a
significant part of the benefits will be delivered in road period 3. Whether this
ultimately translates into lower costs will depend on the requirements that National
Highways is asked to deliver as well as external factors that affect the cost of
delivery.

Any efficiency challenge is only as good as the baseline or ‘pre-efficient’ cost to
which it is applied. In RIS2, in some areas, the evidential basis for pre-efficient
cost estimates and the cost challenge process undertaken by National Highways
lacked sufficient transparency in the initially submitted information. By comparison,
the build-up of the efficient costs provided by Network Rail Routes during the
PR18 process provided a clearer link to the costs incurred in the current period
and allowed for a more explicit consideration of headwinds (factors that are likely
to increase costs during the next road period) and tailwinds (factors that may
reduce costs during the next road period).



3.17

3.18

3.19

19

As part of the RIS3 Efficiency Review, we intend to focus more attention on pre-
efficient costs. This is intended to help ensure that National Highways becomes
progressively more efficient over time. We expect National Highways to
demonstrate that its costs are benchmarked against past delivery (and, in more
areas, appropriate external benchmarks), and that headwinds and tailwinds are
properly documented so they can be assessed. We recognise that this is a
complex and challenging area but National Highways is now better placed to
provide this evidence during the RIS3 development process given that it can
compare against delivery across two road periods.

In respect of National Highways’ asset maintenance, we intend to place greater
emphasis on assessing the quality of, and evidential basis for, its plans, not just
the costs included in them. We want to see evidence that National Highways’
plans are sufficiently detailed, robust, and linked to asset need. In line with our
objectives, and the vision for the SRN set out in RIS2, we will pay particular
attention to ensuring National Highways fulfils its licence condition (section 5.12 of
the licence) to take a whole-life cost approach to managing its assets. In striving
for a whole-life cost approach, we recognise that National Highways must balance
a range of competing demands and develop a plan that is realistic based on
available funding.

In view of the priorities set out above, we intend to take a systematic approach to
assessing the costs of National Highways’ plans. We will aim to answer the
following questions in turn:

(@) Planned activities: Has National Highways set out clear and well-
evidenced plans for what it intends to deliver during road period 37?
Do they meet the requirements of the Draft RIS and has National
Highways made best endeavours to adopt a whole-life cost approach
to managing its assets?

(b) Pre-efficient costs: Has National Highways made reasonable efforts
to benchmark costs against past delivery, and compare its costs
against external benchmarks where available? Can the source and
basis of the cost rates be demonstrated? Is the national picture built
up from a good understanding of asset need in National Highways’
operational areas? Has National Highways applied an appropriate
level of cost challenge, reflecting headwinds and tailwinds, in a fair
and balanced manner?



(c) Efficiency challenge: Are the efficiencies National Highways
proposes to deliver both challenging and deliverable given its
capabilities and the improvements it plans to implement to the way it
delivers?

Setting the efficiency challenge

3.20

3.21

3.22

3.23

3.24
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Determining what is an appropriately challenging and deliverable level of efficiency
is difficult, and we should avoid any attempt to be overly prescriptive in this
respect. We intend to take a holistic approach and use all the evidence available
to us to inform our assessment.

The RIS2 Efficiency Review was built on a series of capability reviews, supported
by benchmarking against other regulated utilities, and a focused review of a
sample of selected expenditure lines. This capability-based approach has
previously worked well. The reviews also provided a shared understanding of
National Highways’ efficiency potential and helped the company to understand the
range of efficiency savings that were likely to be acceptable.

The RIS2 capability reviews covered the following three topics:
[ asset management;

° procurement and contract management; and

° portfolio and project management.

A key challenge we faced during the RIS2 process was how to interpret the
efficiency ranges from the three cross-cutting (and to an extent overlapping)
capability reviews and apply them to expenditure lines in National Highways’ Draft
SBP. Given this experience, for RIS3, we are currently minded to align the
capability reviews to the key pillars of the Draft SBP — enhancements, renewals
and operations and maintenance — rather than basing them on cross-cutting
themes. This will allow us to tailor the evidence to each aspect of National
Highways’ delivery. Notwithstanding this change of emphasis, we expect that
many of the current key drivers of efficiency will continue to be relevant to RIS3.
We expect to be able to demonstrate a degree of progression from the RIS2
capability reviews.

The remainder of this section describes our approach to assessing specific
aspects of National Highways’ plans.



Enhancements

3.25

3.26

3.27

3.28

3.29
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As noted in Section 1, investment priorities are a matter for government. It is not
within our remit to comment on the government’s proposed scheme selection. We
will continue to focus on challenge and deliverability within the available funding.

The exact scope of our assessment of the RIS3 enhancements portfolio will
depend on the number, scale and complexity of projects, and the maturity (level of
design development) of the portfolio.

Projects that are already under construction at the start of RIS3, or for which a
target cost has already been agreed with a contractor, will already have
efficiencies built in. Therefore, there may be less scope to identify new efficiencies
for these projects. For such projects our focus will be on ensuring that previously
identified efficiencies are properly accounted for in National Highways’ proposed
target. For projects at an earlier stage of development, there is greater scope to
challenge costs and identify new efficiencies.

The strength of the conclusions we can draw in respect to both the costs and
deliverability of the portfolio will depend on the maturity of the projects within it. If
projects are at an early stage of development then the level of certainty concerning
cost and deliverability will be much less and therefore a lower level of confidence
will be attached to our assessment.

In line with our overall approach to the RIS3 Efficiency Review, we will pay
particular attention to whether National Highways has derived its pre-efficient cost
estimates in a sufficiently robust way. There are two strands to this:

(@) we want to see evidence that National Highways’ approach to cost
estimation is robust and that the assumptions that underpin its cost
estimates reflect the efficiencies that have been delivered during
road period 1 and road period 2. As part of the preparation phase, we
are undertaking a study to improve our understanding of National
Highways’ approach to cost estimation and the evidence that will
underpin its cost estimates for RIS3 projects; and

(b) as we did for RIS2, we will undertake project-level assessments for a
sample of enhancement projects to provide us with assurance that
the cost estimates for those schemes are robust, and that National
Highways has followed its internal processes consistently. We will
select projects based on an assessment of the level of financial risk
attached to them. The degree to which we challenge the detailed
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assumptions underlying the cost estimates for individual projects will
depend on the level of confidence we have in National Highways’
cost estimation approach (as informed by the preparation phase
review described in (a), above). If we have a high level of confidence
in National Highways’ methods, the emphasis of our reviews will be
on ensuring compliance with internal processes.

Capability reviews will continue to play an important role in helping us to establish
the extent of the efficiency challenge and we will undertake a review specifically
focussed on enhancements. We will engage National Highways on the likely
efficiency levers that the review should focus on, although we expect that the
evolution of National Highways’ approach to procurement and contract
management will continue to be a key driver of efficiencies. We will build on the
work undertaken during the RIS2 development process as well as a more recent
assessment of National Highways’ capability (Review of Highways England’s
capability to plan and deliver its RIS2 enhancement capital programme, published
15 July 2021) that we commissioned as part of our monitoring activities.

Renewals

3.31

3.32
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In respect of renewals, our assessment will place significant emphasis on the
quality of National Highways’ plans and the maturity of its approach to asset
management. As part of our Stage 1 activities, we have commissioned a study to
improve our understanding of National Highways’ approach to renewals
investment planning and the evidence that will underpin the company’s plans for
RIS3. This will provide a reference point for the assessment we undertake during
the Efficiency Review.

In the RIS3 Draft SBP we expect to see a much stronger link between the
pre-efficient costs for maintenance and renewals and the costs incurred in road
period 1 and road period 2. In the RIS2 development process we were unable to
make like-for-like comparisons across road periods (for example of renewals unit
costs or volumes) because of how National Highways had recorded its data. Over
time, we expect National Highways to address these issues of comparability and
consistency. We expect unit cost analysis to feature more heavily in both National
Highways’ plans and our assessment. Whilst we accept that the presence of
headwinds and tailwinds over time can make such analysis more difficult, it is
crucial if we are to have confidence that National Highways is becoming
progressively more efficient over time. We have been encouraged by the work
National Highways has been undertaking to develop ‘activity metrics’ — which
provide a measure of unit costs that is adjusted to take account of differences in
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scheme characteristics and the quantity of different activities required to deliver a
scheme — and intend to work closely with the company to refine and broaden the
scope of this work in the run up to the development of RIS3.

The roll-out and bedding down of National Highways’ Asset Delivery approach is a
key driver of efficiencies in this area in road period 2. We expect this to continue to
be an important efficiency lever in road period 3 and they will therefore be a key
focus of our renewals capability review.

Operations, Maintenance and Business Costs

3.34

3.35

3.36

For its operations, maintenance and business costs, National Highways’ approach
to efficiency during RIS2 was based around rolling forward road period 1 funding
levels, adjusting for headwinds and tailwinds, and applying high-level inflation and
efficiency assumptions. In the corporate support area, this was reinforced by a
benchmarking exercise that provided additional assurance around costs. During
road period 2, we expect National Highways to develop similar benchmarks for
maintenance and operations costs to inform planning for road period 3.

Analysing differences in maintenance activities and costs by region or area can
give important insights into National Highways’ efficiency. Econometric
approaches to cost benchmarking can be used compare the efficiency of different
operating units or areas by controlling for a range of observable cost drivers such
as network composition, road condition and traffic levels. By identifying the extent
to which these variations exist, we can build an understanding of potential of the
company to achieve improvements in efficiency.

Attempts to undertake analysis of this sort have been hampered by a lack of
consistent time series data. Nevertheless, for more stable or predictable elements
of National Highways’ maintenance activities, we think there is scope to employ
regional or area level benchmarking to inform the RIS3 efficiency challenge. In the
near-term, with National Highways’ help, we want to put the building blocks in
place by collating more consistent and disaggregated time series data, for National
Highways’ regions and areas, with respect to maintenance and renewals spending
and outputs.

Other areas of investment

3.37
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For other areas of National Highways’ business plan, we will follow a risk-based
approach to our assessment so that we focus our efforts on the areas associated
with the greatest cost, scope for efficiencies, or strategic importance to the
business. Where National Highways is making new investments, undertaking new
activities, or responding to changes in the demands on the network we recognise



that the sort of cost analysis we have described elsewhere is more difficult.
Nonetheless we would expect National Highways to demonstrate that the plans
they have put in place will deliver the outcomes that the government has identified
in the Draft RIS and that the costs included are commensurate with the scope of
the activity or investment that National Highways is being asked to deliver.

Inflation and risk

3.38

3.39

3.40

Efficiency, inflation and risk are closely related. It will be important for us to have a
good understanding of how National Highways treats inflation and risk in its cost
estimates. The company is funded in nominal terms. Therefore, once the RIS has
been set, National Highways is at risk of inflation. The inflation assumption in
National Highways’ cost estimates could therefore be considered part of its wider
risk allowances. As part of the Efficiency Review, we will review National
Highways' inflation assumptions, including analysis of real price effects, and the
evidence upon which these are based. We will compare their estimates against
industry benchmarks to provide us with confidence that inflation allowances
represent a practicable ‘most likely’ scenario.

It is vital to our assessment that risk allowances — both those within project
budgets or expenditure lines, and those held centrally (within the company’s
Central Risk Reserve (CRR)) — are presented in a transparent manner and that
the confidence levels attached to risk allowances are clearly specified and
evidenced and there is no double-counting.

The government is free to determine the confidence level at which it chooses to
set National Highways’ funding. If funding is set at a high level of confidence —
substantially in excess of P(50)" — then, by definition, delivering the RIS3
investment plan within the available funding will be less challenging. If funding is
set at a low level of confidence — substantially less that P(50) — then delivering the
RIS3 investment plan will be more challenging and the government will be
exposed to a greater degree of risk. In either case it will be important to ensure
that access to risk allowances is appropriately and transparently governed. During
2021-22 we will commission a review into National Highways’ use of the current
CRR with a view to generating recommendations to provide assurance on future
arrangements.

1P(50) is the middle or most likely estimate for what a project or programme of activity will
cost. At a probability level of P(50) it is considered that there is a 50% chance (or level of
confidence) of the actual cost exceeding the estimate and a 50% chance of the actual cost
being less than the estimate.
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Challenge and deliverability: investment plan

Requirement

3.41

Our role is to assess whether the Draft RIS, and subsequently the Draft SBP, are
challenging and deliverable with the proposed financial resources. This section
relates to the challenge and deliverability of the RIS investment plan and is
focussed on enhancements and renewals. Our assessment of challenge and
deliverability with respect to RIS3 performance requirements is dealt with in
paragraphs 3.53 onwards.

Approach
Enhancements

3.42

3.43

3.44

3.45

In our Annual Assessment of National Highways’ Performance April 2020 to March
2021 (Highways Monitor - Annual assessment of Highways England’s
performance) we set out how a number of RIS2 enhancement schemes have
already experienced delays in the first year of the second road period. We are also
mindful that it is possible that enhancements are becoming inherently more
challenging to deliver. This may, in part, be because the projects National
Highways is being asked to deliver are more complex than those it inherited in
2015.

Given this context, during the RIS3 development process we will focus on risks to
the delivery of the enhancement programme. In 2021-22, we will undertake a
review of schemes developed and delivered by National Highways since 2015 to
better understand the factors that determine project timescales and the primary
risks to projects not being delivered on schedule. The outputs of this review will
inform our assessment.

During the RIS2 process, we focused much of our attention on the way National
Highways intended to manage risks across the portfolio of schemes. For RIS3 we
intend to place greater emphasis on project level reviews and the risks attached to
specific projects. This is intended to strengthen our approach to assessing risks to
the delivery of the programme.

The assessments we will undertake at a portfolio and project level are further
described below.

Portfolio level assessment

3.46
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We will review the profile of the portfolio of schemes and how this has been
brought together into a single programme. We would expect National Highways to
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produce a clearly defined programme of works that sets out what it intends to
deliver and the dates on which it expects to achieve key milestones (e.g. planning
consent, start of works and open for traffic). We will also review the schedule risk
analysis undertaken by National Highways on its portfolio of schemes and planned
mitigations. This will inform our assessment of whether the overall portfolio is
deliverable or not.

At a portfolio level, our assessment will consider:

(a)

(b)

(c)

The size and profile of the enhancement programme — We will
pay attention to the size of the enhancement programme and the
number of large and more complex schemes. We will also look at the
profile of works over time and take a view on whether the proposed
plan can be delivered to that timetable with the financial resources
available. In this respect, the experience of road period 1 and road
period 2 provides us with useful benchmarks. We will seek
assurance that National Highways has paid sufficient attention to the
capacity of the supply chain to deliver the portfolio alongside other,
competing demands.

Maturity and cost/programme certainty — The level of
development of the schemes will be a key determinant of the risk
attached to the enhancement portfolio overall. We will pay particular
attention to the stage of development — and progression through the
Project Control Framework (PCF) process — of the schemes. We will
draw on analysis of the historical factors that have led to project
delays as they progress through the PCF process.

Impact on road users — Depending on the number of schemes and
how these are phased, road space and traffic disruption are
potentially significant risks to the enhancement portfolio. We expect
National Highways to demonstrate how its programme will manage
and mitigate potential disruption. We are aware that National
Highways factors these issues into its short- and medium-term
planning, but we consider that it should also be part of longer-term
planning. Any such analysis should take account of the co-ordination
and cumulative impact of both enhancements and maintenance
projects, as well as major projects delivered by others (such as High
Speed 2). We will also be looking for evidence of how National
Highways plans to integrate its maintenance and renewal priorities
with its plans for network improvements.
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During RIS2, we advised that National Highways should consider quantified
assessments of risks to project timescales. For RIS3 we expect to see more detail
of the company’s assessment of scheduling risks.

Project Level Assessment

3.49

3.50

In contrast, project level assessment is aimed at understanding the level of risk
attached to the individual projects that make up the portfolio. We intend to
undertake a more in-depth review of a sample of major projects with a particular
focus on cost risk and programme overrun risk. Rather than take a representative
sample of projects, we intend to focus our attention on larger projects and those
projects that are likely to pose the greatest risk of cost escalation, schedule risk or
non-delivery. We will conduct a high-level review of the risks for the projects that
make up the portfolio. This will help us to identify a smaller sample of projects to
review in more detail. To avoid duplication, where possible, we will build on the
intelligence gained from our own monitoring, as well as reviewing the findings of
others such as any reviews undertaken by the Infrastructure and Projects Authority
(IPA).

We have recently seen the importance of early-stage programme and cost risks to
projects, particularly linked to the planning process. We will pay particular attention
to early-stage projects and projects requiring Development Consent Orders
(DCOs). DCOs are a form of planning application for nationally significant
infrastructure projects, as defined in the Planning Act 2008. In its planning for road
period 3, we want to see how National Highways is assessing projects risks based
on its recent experience with DCOs and how it intends to apply lessons learned.

Maintenance and Renewals

3.51

3.52
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In respect of challenge and deliverability, for maintenance and renewals, our focus
will be less on the volume of activity proposed and more on the quality of National
Highways’ plans. For larger and more complex renewals, we will want to see
evidence of the level of design development that the company has undertaken,
that plans are linked back to asset need and that consideration has been given to
alternative options. To provide us with this assurance we will undertake reviews of
a sample of major renewals schemes.

As for enhancements, we expect National Highways to consider network access
issues when developing its renewals plans. These should demonstrate
consideration of enhancements and renewals in combination and identify actions
National Highways is taking to phase activity in a way that will minimise disruption
to users.



Challenge and deliverability: performance requirements

Requirements

3.53

3.54

An important part of our activities during the RIS3 process will be to provide advice
to government on the performance indicators and targets that will form part of the
Performance Specification and against which we will monitor National Highways’
performance during the third road period.

Moreover, we are responsible for providing government with assurance that the
plans National Highways puts in place will meet the requirements of the RIS; this
extends beyond the Performance Specification. We will be guided by the
government as to whether there are additional commitments that it wishes us to
investigate in more detail. The value we can add in this respect depends on the
requirements being sufficiently specific and measurable.

Approach

3.55

3.56

3.57
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In advising government on a stretching but realistic set of targets, we will use the
knowledge and data that we have built up over the first two road periods. We will
also pay particular attention to the relationship between the investment plan and
the Performance Specification. For RIS3, we expect to see evidence from National
Highways linking its costs to different performance levels.

The Performance Specification has undergone incremental changes and
improvements since 2015, and work on improving the metrics and target setting
will continue in road period 2. As such, we expect there to be a high degree of
consistency across the road period 2 and road period 3 Performance
Specifications. Nevertheless, we expect the performance specification to continue
to evolve and be improved upon.

More broadly, we want to ensure that the way in which National Highways’
performance is measured and monitored provides the company with the right
incentives. For example, as part of our early preparation for RIS3, we have
commissioned a review to better understand the degree to which the current
performance and efficiency monitoring approach supports or conflicts with whole-
life cost approach to maintaining the SRN.



Statutory duties and licence compliance

Requirement

3.58  One of our duties is to monitor whether and how National Highways is carrying out
its functions (which includes carrying out its statutory duties and complying with its
licence conditions), and how it is having regard to relevant guidance. This means
ensuring that the company is following the relevant processes correctly.

Approach

3.59  This aspect of our role requires us to engage with National Highways in the early
stages of the RIS process, as it prepares the route strategies and the SRN Initial
Report. These form a significant part of the evidence base that supports the
setting of the RIS.

3.60 Aligned to the requirements set out in the licence our main priorities are that
National Highways:

(a) follows the process agreed with the Secretary of State and delivers
this process within the specified timescales;

(b) uses appropriate evidence that meets the requirements set out in the
licence; and

(c) follows an effective and inclusive process of stakeholder
engagement.

3.61  We will monitor how National Highways carries out the requirements contained in
Part 5 of its licence related to route strategies. This will include reviewing how
National Highways has taken account of relevant local plans and priorities and has
considered the need for effective integration between the SRN and the rest of the
transport system. We have reviewed National Highways’ engagement plans for the
route strategies and how it proposes to fulfil this requirement. We will monitor
progress against key milestones and review National Highways’ key deliverables.
We will monitor the extent and quality of the stakeholder engagement process,
attend a sample of stakeholder events and look for evidence of how National
Highways has taken account of stakeholder’s views.

3.62  With regard to the development of the SRN Initial Report, we will monitor how
National Highways carries out the requirements contained in Part 6 of its licence.
This will include reviewing and, if required, challenging National Highways’
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proposals for its engagement strategy. Then we will review progress against
milestones and key deliverables.

In respect of both the route strategies and National Highways’ engagement more

generally, we will review their approach in the context of section 5.19 of its licence
which sets out that National Highways should exercise its duties in a manner that

is ‘open and transparent’, ‘positive and responsive’, and ‘collaborative’.

Mobilisation and future monitoring

Requirement

3.64

National Highways is required to produce a Delivery Plan that will provide a
detailed description of how the company intends to deliver its plans. In preparing
the document, National Highways is required to engage with us and take account
of our views on the format of its plans and the level of detail provided.

Approach

3.65

3.66

3.67
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The RIS process should provide a clear and agreed baseline against which we
can monitor National Highways’ performance and delivery during road period 3.
During RIS2 process, plans were adjusted during the mobilisation phase. We
understand the need to retain flexibility. However, it has proved difficult to trace the
updated plans back to the originally submitted Draft SBP. A degree of change is
inevitable, but when changes are made these need to be transparent so that there
is an agreed updated baseline. We want to ensure that National Highways’
Delivery Plan provides sufficient detail, including updated cost and efficiency
assumptions, that provides an unambiguous reference point for road period 3
monitoring.

The current approach to monitoring places significant emphasis on the delivery of
enhancement scheme commitments and volume of asset renewal outputs. In road
period 2, for projects and programmes with a defined programme of work, National
Highways adopted an embedded efficiency approach whereby the efficiency
challenge is assumed to be ‘priced in’ to National Highways’ business plan. As
such, successful delivery of the required outputs and outcomes forms the primary
evidence to demonstrate that efficiencies have been delivered.

Our early observation of this approach is that ‘secondary evidence’, including
quantitative measures such as activity metrics, should continue to play an
important role. A range of evidence is vital to provide us with a depth of confidence
that National Highways has achieved the required efficiencies.
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Our priority is not just to measure National Highways’ high-level outputs, but also
to ensure that it delivers the right things at the right time, in line with its plans for
each road period, and in accordance with its asset management governance. For
example, in respect of asset renewals, we expect National Highways to provide
more details of its plans. For major asset renewals schemes this may include
monitoring of the delivery of specific named projects. We do not expect the
programme to be fixed and we understand there will be a need to flex plans in
response to improved asset knowledge or unforeseen risks. Nevertheless, we
want to have sufficient visibility of National Highways’ plans so that we can identify
when it deviates from those plans and understand the reasons why.

Summary

3.69
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To summarise, key themes for our approach to the assessments we will undertake
during the RIS3 development process are as follows:

(@) a systematic approach to the Efficiency Review with a focus on
ensuring cost estimates are robustly derived:

(b) a focus on the quality of National Highways’ plans in respect of
maintenance and renewals:

(c) using the knowledge gained from the past two road periods to bolster
the evidence base for RISS3;

(d) a stretching but realistic efficiency challenge rooted in National
Highways’ capabilities;

(e) an in-depth approach to assessing risks to delivery; and

(f) ensuring the plans and performance requirements provide a clear
and agreed baseline for future monitoring.
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4.1

4.2
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Providing feedback on our
approach

We welcome your views on our proposed approach to the RIS3 development
process. You can provide your feedback on any aspect of the RIS3 process and
the assessments we intend to undertake. This might address one or more of the
following:

(@) Your views on the key issues and risks that could impact on National
Highways’ performance and efficiency during road period 3 and how
we should address them.

(b) Whether you agree with our approach to cost and efficiency and, in
particular, our proposed focus on National Highways’ ‘pre-efficient’
estimates and how we might provide assurance that these have been
robustly derived.

(c) Your views on an efficiency challenge based on National Highways’
capabilities and advantages and disadvantages of the proposal to
undertake capability reviews aligned to key areas of delivery.

(d) Whether you agree with our proposed approach to assessing the
costs and deliverability of the RIS3 enhancement portfolio. In
particular we would appreciate your views on the relative merits of
portfolio level and project level assessment.

(e) Whether you agree with our proposed approach to assessing plans
for operations, maintenance and renewals. In particular, whether you
agree with our planned focus on the quality of National Highways
plans for maintaining and renewing the network.

We also recognise that stakeholders to the RIS3 development process may be
able to provide useful information to feed into our assessments, such as evidence
on the costs of delivering road maintenance or road improvements against which
we can benchmark National Highways’ plans. If you think you may have
information that could contribute to the process and would be happy for us to
contact you directly, please set out a short summary of the information or insight
you can provide in your response and state that you would be happy for us to
contact you.
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4.4

4.5

4.6

4.7
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Please send your response by email to RIS3consultation@orr.gov.uk.
Alternatively, your response can be sent to:

ORR RIS3 consultation
Economics and Policy team
Highways Monitor

Office of Rail and Road

25 Cabot Square

London

E14 4QZ

The consultation will run until Friday 28 January 2022. We will consider all of the
views put to us and plan to finalise and publish our approach in spring 2022.

We plan to publish all responses to this consultation on our website. Further detail
about our publication of responses is contained in Annex 2.

If you would like to find out more information about the SRN and investment
priorities then visit National Highways’ website (Our route strategies - National

Highways).

The DfT will hold a formal consultation on proposals later in the RIS3 development
process. Further information can be found here: Preparing the third road
investment strategy.
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Annex 1 — The Highways Monitor

As part of its roads reform package, the government set up a new company to maintain,
renew, operate and improve the motorways and main ‘A’ roads in England — this is
National Highways (formerly Highways England).

Our role as the Highways Monitor is to hold the company to account and where necessary
advise the Secretary of State. Roads reform also set up a Watchdog —Transport Focus —
to champion the needs of road users.

At a high level there are four main aspects to our role:

e to monitor how well National Highways is delivering against the Performance
Specification, Investment Plan and aspects of its Licence, to publicly report
our findings and to advise the Secretary of State;

e where we have concerns about the company’s ability to deliver against its
requirements, to seek improvements and potentially levy a fine (together,
‘enforcement’);

e to advise the Secretary of State on the development of the next RIS,
including advice on setting challenging and deliverable efficiencies; and

e to advise the Secretary of State on any other relevant issues.

The monitoring framework requires National Highways to publish extensive information on
its plans and performance, and we make public our assessment of its operational and
financial performance each year.

Further information as to the scope of our role is set out in a Memorandum of
Understanding between the DfT and ORR and statutory guidance.
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Annex 2 — Publishing responses

We plan to publish all responses to this consultation on our website.

Should you wish for any information that you provide to be treated as confidential, please
be aware that this may be subject to publication, or release to other parties or to
disclosure, in accordance with the access to information regimes. These regimes are
primarily the Freedom of Information Act 2000 (FOIA), the General Data Protection
Regulation (GDPR,) the Data Protection Act 2018 (DPA) and the Environmental
Information Regulations 2004.

Under the FOIA, there is a statutory code of practice with which public authorities must
comply and which deals, amongst other things, with obligations of confidence. In view of
this, if you are seeking confidentiality for information you are providing, please explain
why. If we receive a request for disclosure of the information, we will take full account of
your explanation, but we cannot give an assurance that confidentiality can be maintained
in all circumstances. An automatic confidentiality disclaimer generated by your IT system
will not, of itself, be regarded as binding on ORR.

If you are seeking to make a response in confidence, we would also be grateful if you
would annex any confidential information, or provide a non-confidential summary, so that
we can publish the non-confidential aspects of your response.

Any personal data you provide to us will be used for the purposes of this consultation and
will be handled in accordance with our privacy notice (https://www.orr.gov.uk/privacy-
notice) which sets out how we comply with the General Data Protection Regulation and
Data Protection Act 2018.

Consent
In responding to this consultation you consent to us:

° handling your personal data for the purposes of this consultation;

° publishing your response on our website (unless you have indicated to us
that you wish for your response to be treated as confidential as set out
above.)

Your consent to either of the above can be withdrawn at any time. Further information
about how we handle your personal data and your rights is set out in our privacy notice.
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Format of responses

So that we are able to apply web standards to content on our website, we would prefer
that you email us your response either in Microsoft Word format or OpenDocument Text
(.odt) format. ODT files have a fully open format and do not rely on any specific piece of
software.

If you send us a PDF document, please:

° create it directly from an electronic word-processed file using PDF creation
software (rather than as a scanned image of a printout); and

° ensure that the PDF's security method is set to no security in the document
properties.
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Glossary and acronyms

Term Definition

Central Risk Reserve A contingency fund for unexpected risks.
Development Consent Means of obtaining permission to construct
Order nationally significant infrastructure projects, as

defined in the Planning Act 2008.

Enhancement Deliverable that improves the capacity,
capability or amenity of the SRN.
Enhancements are classed as capital
expenditure

Headwinds A term used to describe the factors outside the
control of National Highways which could lead
to an increase in the company’s costs.

Highways Monitor Monitoring and enforcement role, set out in the
Infrastructure Act 2015, relating to the
performance and efficiency of National
Highways. Undertaken by the Office of Rail and

Road.
Infrastructure and Government’s centre of expertise for
Projects Authority infrastructure and major projects, reporting to

the Cabinet Office and HM Treasury.

Memorandum of Sets out the relationship between the Secretary

Understanding of State (represented by the DfT) and the ORR,
concerning the responsibilities of the Highways
Monitor function.

National Highways National Highways (formerly known as
Highways England). Government-owned
company, set up in 2015, that operates and
manages the Strategic Road Network.

Office of Rail and Road Non-ministerial body responsible for monitoring
and enforcing the performance and efficiency of
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National Highways.

P50

P(50) is the middle or most likely estimate for
what a project or programme of activity will cost.
At a probability level of P(50) it is considered
that there is a 50% chance (or level of
confidence) of the actual cost exceeding the
estimate and a 50% chance of the actual cost
being less than the estimate

Renewal

The replacement of an asset that has
deteriorated to the extent that it can no longer
be economically maintained, but where the
replacement does not result in an
enhancement.

Road Investment
Strategy

The government’s statement of its long-term
vision for strategic roads. Contains the
investment and performance requirements, set
by the government, that National Highways is
expected to deliver during the five-year road
period.

Road period

The period of time to which a Road Investment
Strategy applies. Road period 1 was financial
years 2015/16 to 2019/20 inclusive; road period
2 is 2020/21 to 2024/25; and road period 3 will
commence with 2025/26.

Route strategies

Produced by Highways England, outlining the
current performance, function, constraints and
opportunities for each route, driving the
strategic planning of the strategic road network,
to be utilised for future road periods and
operational priorities.

Statement of Funds
Available

The Secretary of State for Transport’s
statement setting out the public funds that are,
or are expected to be, available to support the
achievement of a set of requirements.
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Strategic Business Plan Contains National Highways’ response to the
government’s Road Investment Strategy.

Strategic Road Network In England, the Strategic Road Network is made
up of motorways and trunk roads (the most
significant 'A' roads). They are administered by
National Highways, a government-owned
company.

Tailwind A term used to describe the factors outside the
control of National Highways which could lead
to a decrease in the company’s costs.

Transport Focus Independent watchdog for transport users.
CRR Central Risk Reserve

DCO Development Consent Orders

DfT Department for Transport

IPA Infrastructure and Projects Authority
MOU Memorandum of Understanding

NH National Highways

RIS Road Investment Strategy

RIS2 2"d Road Investment Strategy

RIS3 3" Road Investment Strategy

SBP Strategic Business Plan

SoFA Statement of Funds Available

SRN Strategic Road Network
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© Office of Rail & Road 2021

This publication is licensed under the terms of the Open Government Licence v3.0 except where
otherwise stated. To view this licence, visit nationalarchives.gov.uk/doc/open-government-
licence/version/3

Where we have identified any third-party copyright information you will need to obtain permission from the
copyright holders concerned.

This publication is available at orr.gov.uk

Any enquiries regarding this publication should be sent to us at orr.gov.uk/contact-us
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