
SURREY COUNTY COUNCIL 

 

CABINET 

DATE: 21 JUNE 2016 

REPORT OF: MR JOHN FUREY, CABINET MEMBER FOR HIGHWAYS, 
TRANSPORT AND FLOODING 

LEAD 
OFFICER: 

JASON RUSSELL, ASSISTANT DIRECTOR HIGHWAYS AND 
TRANSPORT   

SUBJECT: HIGHWAY & TRANSPORT ASSET MANAGEMENT STRATEGY 

 
 

SUMMARY OF ISSUE: 

 
Surrey was one of the first authorities to develop an Asset Management Plan in 
2005 (STAMP). The strategy was refreshed in 2014 and now must be revised 
again so that it is in line with best practice.  
 
The Department of Transport (DfT) have introduced changes to the way they fund 
local highway authorities (the ‘Incentive Element’), which means that those who 
are not applying sound asset management principles will receive a 15.5% 
reduction in highway maintenance funding by 2021. In terms of the funding 
Surrey receives, this would mean a reduction in funding of £4.3 million over this 
period if we cannot demonstrate we are applying an effective approach.  
 
Operation Horizon is forecast to reduce the length of Surrey’s road network that is 
in need of structural repair from 17% in 2013 to 12% in 2018. As a result of the 
success of this programme, our depreciation modelling indicates that over the 
next 15 years we should rebalance levels of investment between roads and other 
assets to achieve the greatest overall benefits for Surrey in the long-term. 
 
To address these issues, this report seeks approval to implement a new 15-year 
Highways and Transport Asset Management Strategy. 
 

RECOMMENDATIONS: 

 
It is recommended that Cabinet: 

1.  Approves the 15-year Highway & Transport Asset Management Strategy 
(Annex 1). 

2. Approves the revised allocation of capital budgets from 2017 onwards as 
outlined in paragraph 20. 

3. Agrees that minor future amendments to the strategy can be made by the 
Strategic Director of Environment and Infrastructure in consultation with the 
Cabinet Member for Highways, Transport and Flooding.  
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Item 9



 

REASON FOR RECOMMENDATIONS: 

 
To ensure that we manage our assets effectively with the resources available, 
and that this is aligned to our business plan, delivers the councils corporate 
goals, and reflects national best practice.  

The success of Operation Horizon to reduce the length of the network in need of 
structural repair to 12%  means we can now rebalance investment across the 
different asset types to achieve the best outcomes for Surrey over the next 15 
years.   

To enable us to demonstrate to the Department for Transport (DfT) that we have 
embedded asset management principles into our core policies and procedures. 
This will help deliver value for money and ensure our DfT funding allocations are 
not reduced unnecessarily. 

DETAILS 

1. Asset management has been widely accepted by central government as a means 
to deliver a more efficient and effective approach to the management of highway 
infrastructure assets, through longer term planning, ensuring standards are 
defined and achievable for available budgets. 

2. The DfT have introduced the Incentive Element to the Maintenance Block Grant. 
Highway Authorities will be ranked as Band 1, Band 2 or Band 3, with Band 1 
being those judged to be the worst performing. Band 1 authorities will receive a 
15.5% reduction in highway maintenance funding by 2021. In terms of the funding 
Surrey receives this would mean a reduction in funding of nearly £8 million over 
this period if we are rated as Band 1 and £4.3 million as Band 2. Surrey is 
currently rated as Band 2, and we are aiming to be Band 3 by 2017. If we remain 
at Band 2 we would lose £24 million in funding over the 15 year life of the 
strategy if the DfT continues with this approach.  

3. Surrey was one of the first authorities to develop an Asset Management Plan in 
2005 (STAMP). We used sound asset management principles in the development 
of the innovative Horizon programme which began in 2012. This programme was 
designed to reduce the length of the network in need of structural repair from 
17% to 12% over 5 years by resurfacing around 10% of the worst condition 
roads. 

4. At the time that Horizon was conceived annual programmes of work were the 
norm in the highways industry. Surrey recognised the benefits that a long term 
programme of works, focused on the right things would bring. For example, 
contractors would be able to give discounts due to long term continuity of works 
and specialist programmes of work such as those on concrete roads could be 
developed. 

5. Horizon is on track to achieve all its critical success factors, and we are now able 
to consider a different investment strategy based on the same successful 
procurement principles. 

6. This strategy is designed to support the delivery of the service’s 5-year Strategic 
Business Plan 2016-21. The business plan sets out how our activities align to the 
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council’s corporate priorities and ensures that these drive what we do. At a high 
level, it sets out what the service is going to do, how we are going to do it and the 
way in which we will measure our performance. The business plan will be 
reviewed annually in line with the corporate budget setting timetable. It will be 
reissued every 5 years in alignment with our procurement cycle and this strategy 
is intended to determine the programmes of work we will need to procure: 

 

 
7. This strategy therefore contains our investment plans for our assets for the next 

15 years. It has been developed by:   

a) undertaking depreciation modelling of all our assets over this period. We 
have assessed the current condition of our assets and used the best practice 
Highways Maintenance Efficiency Programme (HMEP) lifecycle toolkit to 
predict how this is expected to change over the short, medium and longer 
term.  

b) assessing the impact of different states of condition of our highway assets 
on the councils key priorities. This started with assessing the needs of our 
users and the levels of service required from our assets to meet these needs 
and then aligning them with the council’s corporate goals.    

c) consultation with Members to determine their priorities using a consultation 
tool called ‘YouChoose’. This was used to gather Members views on the 
prioritisation of funding allocations across the different asset types. The tool 
sets out the current spending allocation across each asset and forecasts the 
impact this level of spending will have on the asset’s condition in future. Users 
were then given the opportunity to reallocate funding elsewhere, based on the 
needs of their constituents and the local area. The impact of their changes 
was shown in the tool, helping Members to understand how different funding 
levels can impact on the overall condition of the highways network. The 
results from this consultation showed that in the view of Members, pavements 
were the main asset type requiring additional spend with drainage the second 
priority.  
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8. This has lead to a recommendation of a rebalancing of investment which will 
provide the best outcomes for Surrey over the 15-year period. 

9. The intention is to deliver the strategy through 5 year capital programmes of work 
using the successful procurement approach established by Operation Horizon 
starting in 2017.  The strategy itself will be reviewed annually in line with the 
corporate budget setting timetable and refreshed every 5 years as we recognise 
that things can change over time.  This will align with the business plan and 
procurement cycle described in paragraph 6.  

10. The approach we are taking is designed to ensure that Surrey is able to maximise 
the level of grant funding we receive from DfT. 

CONSULTATION 

11. Consultation was undertaken with Members as set out in 7c.  

RISK MANAGEMENT AND IMPLICATIONS: 

12. In order to effectively manage Highways & Transport assets in Surrey (valued at 
approximately £7.8 billion) it is essential that the proposed strategy is approved. 
Failure to do could result in financial and operational risk to the council.  

13. The risk to the service in not doing so is that we would not be able to deliver the 
outcomes set out in our business plan (Annex 2). In particular the development 
of 5 year capital programmes, based on user and engineering need and the value 
for money these have been proven to deliver would be at risk.   

14. Failing to adopt the strategy would mean we are not able to meet the 
requirements set out by the DfT to receive a full allocation of capital funding.  

15. The strategy is based on the following assumptions: 

 funding continues by the DfT on broadly the same lines and there is no 
reduction in the allocation we receive,  including our achieving a Band 3 
rating in 17/18 and maintaining this.  

 funding continues to be available for more significant works, such as the 
Local Growth Fund resilience funding and the Challenge Fund.  

 no allowance has been made for any significant damage caused by 
severe weather events.  

The delivery of the strategy may be at risk to varying degrees, in the event that 
any/all of the above becomes an If any/all of these risks materialise, unless additional 
funding is provided by central government and/or the council, the programmes of 
work described in paragraph 9 would be reviewed.  
 

Financial and Value for Money Implications  

16. The strategy aims to ensure the most cost effective use of available resources 
through the identification and completion of programmes of work based on sound 
asset management principles.  
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17. The investment strategy proposed is based on our current budget. This will not be 
sufficient to prevent deterioration of all our assets. Investment has been targeted 
to minimise revenue pressures caused by the need to keep the network safe as 
further deterioration occurs. 

18. Investment has also been targeted to minimise revenue pressures caused by the 
need to keep the network safe and we do not expect the revenue requirement to 
increase as a result of this strategy. 

19. In the modelling we have assumed that funding will continue to be available for 
more significant works, such as the Local Growth Fund resilience funding and the 
Challenge Fund. Therefore no allowance has been made for significant single 
projects requiring large investment. 

20. The proposed capital budget allocations for 2017/18 onwards are shown in the 
table on the next page. On 22 March 2016 Cabinet agreed to increase highway 
maintenance spend in 2016/17 by £5m and to make an offsetting reduction to 
2017/18, which results in the budget below. In addition, future spend is expected 
to be supplemented by an allocation from the DfT's "pothole action fund". For 
2016/17 this allocation is £1m. In future years we understand from the DfT that 
funding will be awarded through a competition, rather than formula based, 
therefore we do not know how much funding we are likely to receive. 
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Asset Type 

2017/18 
Proposed 

(rebalanced) 
budget 

allocations
 

(£m)* 

* 2018/19 
onwards 
proposed 

(rebalanced) 
budget 

allocations** 
(£m) 

Total 15 
year 

budget 
(£m)** 

Impact to asset 

A/B Roads 3.21 4.67 69 
Overall condition will generally improve – 
reinforced by recent Operation Horizon 

investment. 

C/D Roads 6.65 9.69 142 
Overall condition will generally improve – 
reinforced by recent Operation Horizon 

investment. 

Pavements 3.00 3.00 45 
This level of investment will provide relatively 

stable condition Pavements have been identified 
as a key priority. 

Drainage 1.60 1.60 24 
Asset condition will remain fairly stable based on 

what is known.. 

Structures 3.00 3.00 45 

This level of investment will slow down asset 
deterioration and  will begin to move the 

condition of structures towards a more stable 
base which is easier to manage at a strategic 

level. 

Safety Barriers 1.10 1.10 17 
Good overall improvement to the asset, allowing 

increased focus on safety critical barriers. 

Traffic Signals 1.20 1.20 18 
This level of investment will stabilise condition 

over the next 15 years. 

Embankments 0.30 0.30 5 
Evidence indicates that proposed  spending is 

broadly appropriate but we will continue to 
improve our data 

TOTAL 20.06 24.56 364   

* £5 million was moved from the 2017/18 highways maintenance budget into 2016/17 
therefore the 2017/18 budget is reduced by £5 million 
**excludes inflation beyond MTFP 
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Section 151 – Officer Commentary 

21. The Highways & Transport asset management strategy aims to improve value for 
money through more efficient and effective management of highway assets. 
Implicit within this is a re-allocation of capital expenditure across asset types 
(roads, pavements, drainage, etc.) from 2017/18 onwards. The proposed budgets 
are set out in the table at paragraph 21.These changes are not expected to have 
a significant impact on the Council's revenue expenditure, however adopting the 
strategy is expected to strengthen its position in terms of DfT capital grant 
funding. 

Legal Implications – Monitoring Officer 

22. The County Council has a statutory duty under s41 of the Highways Act 1980 to 
maintain the fabric of the publicly maintainable highway, which includes drainage. 
The County also has a duty under s130 to assert and protect the right of the 
public to the use and enjoyment of any highway. The County's Highways and 
Transport Asset Management Strategy seeks to determine how the County will of 
necessity prioritise and deliver the work required to satisfy these statutory duties. 
This is also necessary in order to demonstrate that DfT requirements for funding 
are met.  

Equalities and Diversity 

23. The policy has been screened by the Directorate Equalities Group. Their finding 
is that are no direct equalities and diversity implications in creating and managing 
the asset management strategy.  

WHAT HAPPENS NEXT: 

24. Subject to Cabinet approval we will re-profile the spend across the asset types in 
accordance with recommendations set out in the strategy and develop 5 year 
programmes of work. There will be a supply chain procurement exercise in the 
Summer so that we are ready to start to deliver these programmes in 2017. 

25. Engagement with local committees will continue during this process regarding the 
programmes, particularly focussed on pavements, carriageways structures and 
drainage.  

 
Contact Officer: 

Jason Russell, Assistant Director, Highways and Transport, Tel: 020 8541 7395 
 
Consulted: 

 H&T Member Reference Group 

 EPEH Board 

 Investment Panel 

 Local Committee Chairs 

 Strategic Director Environment & Infrastructure 

 Finance 

 Legal 
 
Background Papers: 

 HMEP Transport Infrastructure Asset Management Guidance 
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 National Code of Practice for “Well Maintained Highways” 

 National Code of Practice for “Well Maintained Structures” 

 National Code of Practice for “Provision of Vehicle Restraint Systems for 
Local Authorities” 

 Benchmarking with other Highway Authorities 

 Asset valuation and deterioration data produced for HM Treasury Whole of 
Government Accounts 

 Highways and Transport Strategic Business Plan (5 year) 
 
Annexes: 

 Annex 1 – Highways and Transport Asset Management Strategy (15 year) 
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