Partnership Funding – Proposed enhancements to the current model – Draft v1
On 23rd May 2011, Defra launched Flood and Coastal Resilience Partnership Funding policy, together an introductory guide, to apply for the allocation of capital Flood Defence Grant-in-Aid (FDGiA) to flood and coastal erosion risk management projects to the end of 2012/13 and to continue onwards. 

A joint document from both Defra and Environment Agency ‘Principles for implementing flood and coastal resilience funding partnerships (2012)’ provided guidance on managing funding partnerships 

During summer 2013 Defra has commissioned ‘an evidence-led research contract to evaluate the early impact and delivery of the Partnership Funding policy; this will investigate local behavioural responses, capacity issues within those organisations now tasked with delivering these new arrangements and the new socio-economic dynamic impacting on funding for flood and coastal resilience schemes.’ 
The research will ‘..focus on expected impact, the reaction of national and local stakeholders ….to the concept and the degree to which the current programme design and delivery is influencing the achievements of the policy’s objectives.’

It is noted that the process will undertake ‘consultations with a range of national, regional and local stakeholders. It is essential that the evaluation is informed by stakeholders involved in all elements of the process..’
The evaluation led by JBA Consulting with SQW and Haverlea Consulting Ltd is scheduled to report in September 2013.

In order to have a co-ordinated and comprehensive response to this evaluation the following is a draft response on the issues that are of concern.   

Accepted boundaries to proposals:
· Partnership Funding is the approach adopted by Defra for the allocation of FCERM funds for coastal, fluvial, pluvial and surface water flood and erosion risk management

· The total size of the FDGiA funds is determined through the CSR

· Partnership Funding is part of the overall allocation process


Comments / views are being sought not only from coastal local authorities but also Inland Flood committee and other interested third parties.

Suggested Enhancements:
	No
	Title
	Summary
	Benefits
	Comment / Evidence

	1
	Economic and wider benefits  need to have a greater weighting 

	Economic benefits are included under OM1 present value of whole-life benefits at a rate of 5.56p per £1 of qualifying benefit.  Currently the model does not reflect the aspirations identified in The National Flood and Coastal Erosion Risk Management Strategy for England regarding supporting the economy and sustainable development.

Therefore the overall balance between Outcome Measures needs to be reviewed to ensure that protecting economic value is more accurately reflected.

In addition no weighting given to OM1 to areas of deprivation where as this is in terms of housing. Deprived areas are clearly at a disadvantage economically therefore this should be equitably addressed.


	· Increase weighting given to OM1 to more adequately reflect economic impacts in the funding calculator to meet the aspirations of the policy.





· Include an allowance for deprivation in OM1 as there is to be less scope for local funding contributions.
	

	2
	The maximum FDGiA award < 100% 
	Currently schemes that achieve the threshold target are awarded 100% funding for the project. Where this applies there is no incentives to develop local partnerships and therefore there is a lack of local ownership of these schemes. If there was a maximum award (say 95%) applied to all schemes this would encourage a partnership approach across all schemes and enable limited funding to be spread more widely esp to schemes which currently have very limited access to funding.

NB.  100% funding should be available for H&S and projects to deliver legal requirements.


	· More schemes will be eligible to be funded as the top slice of funds that would of gone to the highest scoring schemes will be recycled into the ‘total pot’

· All schemes will need to be supported by a partnership

· Improved local ownership of schemes and hence greater scrutiny of validity of works
	Perhaps some discretion can built into this for specific cases for 100% funding but there should be a presumption of some form of Partnership Funding. 

Concerns may be raised that urban areas don’t have social cohesion?

Evidence:

Identify and value number of 100% schemes and calculate value of top slicing 



	3
	Inclusion of intangible and wider socio-economic benefits in OM1
	As well as giving greater weighting to OM1, this outcome measure needs to better reflect the real benefits of a project.  The protection of critical local infrastructure, food production capacity, heritage assets and tourism are particularly critical. 


	· Would get greater local buy in and thus greater opportunities for partnership contributions.
	Examples could include sustaining local tourist economy by protection of key heritage assets or indirect means such as improvements to bathing water standards and thus beach quality, etc.



	4
	Rebalance the benefit / cost evaluation of absolute loss through erosion from temporary loss through flooding
	As part of item 2 the current model under values total loss caused by erosion as regard to temporary loss through flooding. This is particularly with regard to land which is a total loss to erosion - not only a capital loss but also a permanent loss of future agricultural production and food security.

 
	· More accurately reflect the long term loss of agricultural land (for instance) through erosion

· Economic value of business protected


	

	5
	Amend improved protection of properties to protection and resilience of properties 
	Funding is focussed on protection rather than protection and resilience of properties. 
	· a wider range of more innovative solutions to be sought
	

	6
	Inclusion of Adaptation measures
	Currently Partnership Funding does not support measures which allow communities to adapt to flood and coastal erosion risks.
	· Measures such as relocation of vulnerable communities provide a long term solution to problems and as such may be more cost effective in the long term. 

· 
	The outcomes fo the Coastal Adaptation Pathfinders should illustrate this point.

	7
	Revised boundaries of benefits for multiple threat locations
	Where there are properties that are vulnerable from multiple flooding threats – e.g. not just fluvial but also coastal and surface water. 
Defences against each of these threats may require different solutions, multiple investments and potentially different timescales. Under current rules each beneficiary can only be counted once however many schemes are required to protect the asset. This restriction should be removed to help support vulnerable locations.
	· Longer term security of individual business / property

· Greater validity of investment as under the current system whilst protection may be offered from one threat it may only partially reduce the overall  threat to that location 


	Locations such as Aldeburgh are vulnerable from coastal, fluvial and surface water flooding 

An asset may benefit from protection by a number of schemes over the asset life.  The benefit freeze lasts for the life of the works, which is defined as to next spend of >20% of defence rebuild cost,  and is typically 20 – 40 years.  It is therefore possibly to invest in limited pluvial defence works with a life of say 10 years, to be followed by use of same benefit area for say erosion defence works from year 10 >.


	8
	Clarity on funding of maintenance of new and existing assets 


	Currently maintenance of existing assets is not incorporated into the Partnership Funding model although the whole life costs reflect the ongoing maintenance of assets to be constructed.

This creates two issues: 

1) Blurring the boundary between maintenance and capital expenditure. 

2) Maintaining and extending the life of assets may be are economically more effective than building new assets.  
	· Clarity of definitions

· Help resolve the long term decline in maintenance spend / decline in the effectiveness of asset protection. 

· Encourage external partners to invest in maintenance of existing assets/
	It is understood that in principle GiA is not used for R&M - however the 2013 calculator appears to consider whole life maintenance costs in calculation of the % of GiA available for spend on early capital works.

	9


	RFCC use of levy as partnership funding so RFCC can compete
	An ‘unintended outcome’ of the PF model as a ‘spending gap’ is becoming apparent in projecting forward for RFCC future spend due to the inherent lack of certainty generated through  Partnership funding means that levy funding is being used to ‘top up’ to complete bids. This removes funding from other levy type bids. 


	· Review how the uncertainty inherent in Partnership funding can be made more certain – this needs further work.
	

	10
	Management of risk.
	The current system passes all risk of cost increases to partners in the legal agreement with contributors which is needed before GiA is confirmed.  
However the calculation in the MTP must be risk and contingency free.  This risk averse approach may conceal a realistic project cost estimate, create a need for a two tier costing system and deter potential Partnership Funding contributors.  


	· A more equitable risk sharing approach where a realistic risk provision is identified but perhaps with limits on GiA exposure,  say GiA picking up 20% of extra with a cap.
	

	11
	Investment timescales 
	The lack of certainty about future GiA contributions (amont and when) makes it very difficult to negotiate with potential partners.  This is particularly difficult when linking FCERM activities with regeneration/development partners and Water Companies 
	With greater long term certainty of the amount of GiA available and flexibility to use it (controlled at RFCC level) across say 5-10 years, it will potentially allow more projects to happen and give ability to grab opportunities to link with wider projects as they arise.  
	

	12
	The assessment of the funding potential of future grant-worthy capital maintenance tasks
	The GiA rate that applies to a bundle of works at PAR stage will not necessarily extend over the life of the project.  For instance year 1 works attract 100% GiA however parts of the work may be required at year 10, but when assessed as a stand alone project may only have a low score.  
In addition regular beach recharge is also required that may also now require a partnership input.


	These risks should be assessed when developing schemes and form part of a PAR based whole life delivery plan that predicts GiA / Partnership funding needs.  This will assist LAs and others with funding liabilities, to make realistic funding provision to sustain assets under their control.
	A clear example of this is in Felixstowe and the need to upgrade a flood wall 10 years after the initial; scheme has been completed

	13


	Fundamental difference between the implications of flooding and erosion
	The wording of outcome measures on 'probability of households in risk areas being directly affected' and 'households in deprived communities at reduced flood or coastal erosion risk' suggests that the outcome measures should be compared against the existing situation.  

The issue for coastal erosion projects is that the do‑nothing approach may set off a chain of events that are difficult or extremely expensive to correct at a later stage.  So, if the seawall collapses and the promenade begins to erode, it would be much more expensive to repair and recover the lost assets than if work is undertaken before the problems begin.  Even where properties would not be lost for some years after the onset of erosion, it is reasonable to assume that damages would incur (blight, deprivation, etc.).  Thus, it is not appropriate to measure the outcome measures against the existing situation. 

 For flooding, the issue is different as the existing situation is likely to prevail for some time, with impacts having a probability of occurring that will not change too much from the existing situation (at least until defences fail).  


	The risk bands used for the 'probability of households in risk areas being directly affected' need to be revised.  

House prices begin to decline once a property has a life of 60 years or less (in part, due to the requirements of mortgage lenders).  Properties outside the area directly at risk of erosion are also found to be affected (due to blight, loss of community and services, etc.).  Thus, the <10, 10‑20, 20‑50 and >50 bands may be significantly penalising coastal erosion projects.

	If a property that has a 1:50 chance of flooding has that for the whole 100 year period and could be included in the outcome measures in the significant band.  A property that would erode in 50 years time would be in the moderate/low band.  

	14
	Hidden costs
	Working with partners brings additional costs that are difficult to reflect within the calculator and greater guidance as to what is acceptable is needed.

Some issues include:

a)  The extent of upfront studies, environmental assessments and project appraisal - this varies according to range of outcomes required by the various partners.    Often difficult to allocate which partner pays for which element.

b)  legal agreements between partners are time consuming and costly – but essential to cover issues such as objectives, risk management, etc.  

c)  Consents and permsissions required before the project funding can be signed off.  There Difficultly in finding funding source to acquire these ahead of final partnership agreement.


	Greater guidance and and a clearly identified  GiA contribution towards these hidden costs would aid discussions with partners and better define the difference between what is required to get EA project approval and acceptance by partners (especially when working with Water Companies).
	SCC/AW joint retor-fit SuDS scheme in Ipswich required much more modelling that would normally be done for surface water scheme due to AW appraisal requirements.  

One particular issue was the agreed standard of protection for the project to achieve both EA and AW approval



	15
	Resources for RMAs 
	The time and resource (numbers and appropriate skills) needed to develop partnerships and thus secure contributions are proving much greater than many realise.  The available resources within LLFAs and other RMAs are limiting the number of projects coming forward.  
	Greater resource to develop partnerships and source funding would allow more projects in total to come forward and provide protection to vulnerable communities at an earlier stage.
	Reference the Alde & Ore futures project and resources as well as support given to the group now.



	Other Headline comments to be explored 

	
	FDGiA process 
	
	
	EA spread sheet external vs internal EA understanding
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