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1. Purpose of report 
 
1.1. To amend the City Council's approved Capital Programme 2018/19 to 2023/24 to 

increase the Southsea Coastal Defence Capital scheme budget so the Council 
can submit a Full business case to the Environment Agency for £107m of Flood 
Defence in Aid Grant. 

 
 

2. Recommendations 
 

It is recommended that: 
 
2.1. In order to close the existing funding gap, the Council approve an 

amendment to the Capital Programme and increase the total Southsea 
Coastal Flood Defence budget to £131m to be funded by additional 
Environment Agency Grant of £24m and, if required, Corporate Capital 
Resources of £17m. 
 

2.2. That delegated responsibility be given to the Director of Regeneration and 
the S.151 Officer to investigate alternative funding sources between now 
and when this additional funding in paragraph 2.1 is actually required in 
order to mitigate the potential reduction in the Corporate Capital Resources 
available for future Capital Investment elsewhere across the City should the 
£17m be required and to amend the Capital Programme as necessary.   

 
 
3. Background  
 

3.1 The City Council has been working with the Environment Agency for 8 years to 
secure significant funding to contribute to the Southsea Coastal Flood defence 
scheme. 
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3.2 The Southsea Coastal Scheme is a significant investment in the infrastructure of 
the City in order to reduce the risk of coastal flooding and erosion. The scheme 
covers 4.5km (2.8miles) of coastline from the Royal Garrison Church to Eastney 
Barracks. The scheme is designed to protect over 8,000 properties, 700 
businesses, multiple heritage sites and key infrastructure from the risk of flooding. 
Approximately 4,000 of these properties are at risk of direct threshold inundation 
from flooding. The seafront, along with Southsea Common, is a focal point for 
recreation and tourism and is hugely important for the city as an asset and 
functioning flood defence. 

 
3.3 The Council has recently appointed consultants Royal Haskoning to undertake 

the detailed design of the scheme and this has been complimented by the further 
appointment of a contractor, (Volker Stevyn, Boskalis Westminster) to inform the 
designers on the most efficient build programme for construction along with 
realising the Value Engineering savings of circa. £20m already identified in their 
cost submission. 

 
 
3.4 The Council is required to submit a Full Business Case by the 23rd October 2019, 

this case features a Financial Business Case that shows that the Council has in 
place all funding required to complete the Full Business Case. Without 
evidencing full funding of £131m the Environment Agency are unable to accept 
the business case and the Council will not be able to access the Flood Defence 
in Aid grant of £107m and the Council will be unable to deliver the scheme. 

 
3.5 The Environment Agency have made it clear that unless the Council can 

demonstrate they have a project that can be fully funded the application cannot 
progress. In order to close this funding gap The Council has investigated 
alternative funding streams with continued dialogue over 3 years with the Solent 
LEP to obtain funding towards construction. The LEP have maintained the 
scheme fails to meet their localised criteria and to date have not allowed the 
Southsea Scheme to progress further than an 'expression of interest' for funding. 
The LEP explanation for this stance is their prioritisation is given to the creation 
of new housing and new jobs, not the protection of existing homes and 
businesses. This is a fundamentally different stance to other LEP's nationally, 
including Coast to Capital LEP which has recently provided circa. £9million to the 
Shoreham flood defences. Appendix A lists proposed and actual funding 
provided by LEP's nationally for flood defence construction. (Provided by the 
Environment Agency). 

 
  
 
5. Reasons for the recommendations 
 
5.1 In order for the Council to secure £107m of Flood Defence in Aid Grant required 

to deliver the Southsea Coastal Defence scheme, and submit a fully funded Final 
Business Case, the Council needs to demonstrate to the Environment Agency, 
Defra and HM Treasury that it has the funds to fully fund the entire programme. 
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5.2 The Environment Agency have made it clear that unless the Council can 
demonstrate that they have a project that can be fully funded the application 
cannot progress. 

 
 
 
 
 
6. Equality Impact Assessment 
 
6.1 An Equality impact assessment is not required for this report and will not 

disproportionately impact negatively on the protected characteristics as 
described under the Equality Act 2010 for the following reasons: 

  
 
6.2 This report is just outlining the capital funding required to complete the Southsea 

Coastal Flood defence scheme which is essential to protect the city. 
 

6.3 A full EIA has been completed for the detail regarding the scheme and how it 
could impact on any of the protected characteristic, this is updated on a regular 
basis when more consultation has been undertaken or the scheme details have 
changed which could potentially impact of the different groups. This scheme 
mainly impacts on people with a disability, older people and parents with buggies 
prams as access is a priority for these groups. 

 
 

 
 
7. Legal Implications 
 
7.1      The legal implications of the recommendations are as outlined in the body of this 

report. It is clear that the suggestion to seek out alternative viable funding is within 
the competency of the Local Authority.   

 
 
 
 
8. Director of Finance's comments 
 
8.1 The Council has previously approved the Southsea Coastal Flood defence 

scheme within the approved Capital Programme. The amount of funding already 
approved is £82m of FDGiA and Council Resources of £6.5m.  

 
8.2 Following work between the Coastal Partnership and the Environment Agency 

the amount of funding available from the Environment Agency (EA) from Flood 
defence Grant in Aid has increased to £107m. This means that  (based on current 
estimates) the overall funding pot to deliver the flood defence scheme from 
approved resources is £114m. 

 
   Council resources  £    7m 
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   EA Grant   £107m 
   Total    £114m 
 
8.3 In order for the Council to be able to successfully bid for this grant it must submit 

a Full 5 Case Business Model. Including a Financial Business Case. The 
Financial Business Case must include a fully funded project. 

 
8.4 Following works with our cost consultant, before any detailed design is 

undertaken and after running a risk model (to "price in elements of risk"), the total 
cost of the project could be £131m.  Whilst the actual cost of the scheme is 
expected to be significantly lower, this is the basis upon which the Council is 
required by the EA to calculate the overall cost of the scheme for the purposes of 
the Business Case and the award of funding.  On this basis the estimated costs 
of the scheme are:   

 
Sunk Costs   £   6m 
Contractor Costs  £108m 
Risk    £  17m 
Total    £131m 
 

8.5 Without any further contribution from the Council, this would leave the project 
under funded and would mean that the Council would not be in a position to 
submit a fully funded and compliant business case to the EA and therefore be 
unable to unlock the £107m Central Government Funding. 

 
8.6 To proceed, the Council needs to increase its contribution to this project by £17m 

and to formally alter its Capital Programme before a Full Business Case can be 
submitted.  

 
8.7 The project team have already started to work on value engineering this scheme 

and believe they can make savings from the Contractor costs of around £18m to 
£24m. It is unlikely that before the Full Business Case has been submitted that 
the Council are able to fully confirm these savings. The form of Contract that the 
City Council have entered into with the Contractor includes clauses that 
incentivise the Contractor to identify Value Engineering solutions. 

 
8.8 The Project Team, working with the Contractor have also analysed the "risk pot" 

and believe significant savings from this through mitigation could be made. 
However, because this has not been formally agreed with the contractor they are 
unable to include this and other potential savings in their business case to the 
EA. 

 
8.9 Officers are also looking at other external sources funding that could help to 

bridge the funding gap, and once the FBC has been completed, the Full Business 
case can be used as a basis to secure funding from other sources. 

 
8.10     Inflation risk for the scheme is mitigated separately by the calculation of the grant 

from the Environment Agency, so the project is substantially protected from that 
risk. 
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8.11 The table below sets out the timing of any new allocation from the City Council's 

corporate resources. The first draw, if any, on the Council's resources would be 
in 2021/22. The Environment Agency have said that there is flexibility around this 
and that City Council could seek to postpone this commitment to later in the 
project.   

 

  
8.12 The Scheme will be delivered in 6 phases and any savings made from early 

phases could be reinvested into subsequent phases. Equally the Council has the 
ability to mitigate any cost risk through the contract by reviewing the design at 
each phase so that overall the delivery of all the 6 phases can be balanced within 
the funding envelope available.  The contract itself also incentivises the contractor 
to deliver savings throughout the project. 

 
8.13 In overall terms, the Council can seek to manage its overall cost exposure (and 

therefore its £17m potential funding requirement) through the following: 
 

 Identifying mitigations to reduce the need to draw of the £17m "risk pot" 

 Realise the £20m of identified opportunities to make "Value 
Engineering" savings 

 Review the design of the scheme at each of the 6 phases of 
implementation to remain within a funding envelope  

 
 
 
 
 
 
 
…………………………………………… 
Signed by:  
David William 
Chief Executive 
 
 
 
 
 
 
 
 
 
 

Sunk 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 Total

Fees 6,000 4,000 3,000 1,000 1,000 1,000 1,000 1,000 18,000

Construction Costs 0 1000 14000 35000 14000 21000 24000 4000 113,000

Total Expenditure 6,000 5,000 17,000 36,000 15,000 22,000 25,000 5,000 131,000

FDGiA 6,000 3,000 14,000 32,000 11,000 19,000 21,000 1,000 107,000

PCC Contribution Approved 0 1,000 5,000 1,000 0 0 0 0 7,000

PCC Contribution Additional 0 0 0 2000 3000 4000 4000 4000 17,000

Total Funding 6,000 4,000 19,000 35,000 14,000 23,000 25,000 5,000 131,000
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Background list of documents: Section 100D of the Local Government Act 
1972 
The following documents disclose facts or matters, which have been relied upon to a 
material extent by the author in preparing this report: 
 

 
 
 
The recommendation(s) set out above were approved/ approved as amended/ 
deferred/ rejected by ……………………………… on ……………………………… 
 
……………………………………………… 
Signed by: 

Title of document Appendix A Location 
LEP Contributions to Flood Defences See Below 

 River Hull Conveyance £150k  

 
Howdenshire Drainage Scheme   £250k  

 

Hempholme and Wilfholme Pumping 
Station Refurb and Ownership Transfer 

£800k 

 Holderness Drain FAS (EA led)  £.2.14m  

 Hull Tidal Barrier Improvements  £600k   

 Anlaby & East Ella   £5.1m 

 Cottingham & Orchard Park  £5m 

 Hessle foreshore  £2m 

 Hull & Holderness FAS  £3m  

 Albert Dock in Hull  £3m 

 Oxford Flood Alleviation Scheme £25.9m 

 Our City Our River Derby £12m 

 
Shoreham Adur Tidal Walls Scheme £5.5m 

 

Shoreham Western Harbour Arm Flood 
Defence 

£3.5m 

 
Newhaven Flood Alleviation Scheme £3m 

 River Thames Scheme £2.5m 

Total   £74.4m 


