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Purpose of the item: 

This item provides an update to the Board about progress with discussions amongst 

officers about the most appropriate way to allocate potential project risks and associated 

financial liabilities which arise as a result of projects being promoted by and receiving 

funding from the Somerset Rivers Authority. Some partners feel they are exposed to a 

greater level of financial risk than others.  

Background and context   

At the SRA Board meeting held in July 2017, a paper describing a proposed approach to 

sharing risks across the partnership was presented.  The proposed approach was in 

respect of those financial risks where ownership and responsibility for such risks is unclear 

within the Strategic Grant Agreements that all Delivery Partners have signed with SCC, as 

Accountable Body for funding sources (LEP and Local Partners).  The Strategic Grant 

Agreements set out the overarching terms and conditions on which the SRA acting 

through SCC, as the current Accountable Body, is prepared to grant fund those 

projects/actions submitted as proposals by Delivery Partners and approved by the SRA 

Board. 

The Board had a number of concerns 

 If risks are to be shared, then complete transparency is needed so that partners can 

identify any risks that the delivery partner may not have considered. 

 There was a need for more detail about what the level of financial risk would be. 

 There was a need for greater engagement with relevant officer (Monitoring, Section 

151 officers and their equivalents) to enable these officers to provide briefings to 

Board members about the suitability of the proposal.  

RECOMMENDATION 

The SRA Board is asked to:   

1. Note the latest position with regards efforts to address concerns about how 

project risks and associated financial liabilities  are addressed amongst SRA 

partners 

2. Request that the Board is kept up to date with progress resolving the matter 

and any risks to project delivery as a result of this matter are communicated 

in a timely manner to the Board 

3.  

 



 

ITEM 7 Risk Allocation Update.docx  2 

The Board concluded that more work needed to be done before they could endorse the 

proposed approach and that an amended paper should be prepared after consultation with 

individual councils and member organisations and the inclusion of more detail about the 

level of financial risk and how it would be shared.      

Since then meetings have taken place with Monitoring Officers, Section 151 officers and, 

most recently a working group of Section 151 Officers, Finance Officers and legal 

representatives.   

Latest status 

The Risk Management Group has met on two occasions and has considered various 

proposals to share project risks in instances where any partner felt the risks should not be 

borne by the delivery partner alone.  

Officers have discussed in detail whether the additional nature of the projects being 

delivered as a result of SRA funding , i.e. the delivery partner would not be undertaking 

them if the SRA was not in existence, means that this represents a liability that the partner 

should not then be expected to take on as part of business as usual. It has not been 

possible to reach a consensus on this point.  

It has not been possible to come to an agreed position on how the risk of genuinely 

unforeseeable events which lead to significant cost increases during project delivery or 

give rise to a financial claim post-project completion (which could be some years after 

completion) would be addressed. The area where the greatest concern is being raised 

relates to works on Main Rivers either undertaken by the EA or the IDB with permission 

from the EA. By their very nature these types of risks are very difficult to identify and 

quantify in advance. The EA has expressed concern that it is being exposed to a 

potentially greater degree of risk than other partners.  

One viewpoint is that only the technical expert (SCC for highways, EA for main rivers, IDB 

for non-main rivers and watercourses) and/or the partner designing, delivering and 

operating the scheme is in a position to know and assess the risks in their area of 

expertise so it is unreasonable to expect the non-experts to offer a blanket agreement to 

share risks that they are not in a strong position to assess. The alternative viewpoint is that 

as all schemes are being promoted by the SRA partnership then should any genuinely 

unforeseeable event occur which has a financial liability then this cost should be shared 

across the partnership.  

The current position is that by default project risks sit with the delivery partner.  

Progress has been made in relation to some issues since the matter was previously 

discussed. Previous concerns related to Local Enterprise Funding have been addressed 

and partners are generally content with project delivery risks and operational risks. The 

outstanding area of concern relates to risks which can be described as low likelihood but 

high risk and which are very difficult to predict or quantify at the outset of a project.  
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Implications of the current position 

The current position is that risks fall by default to the delivery partner so failure to agree 

any change does not increase risks to any partner and projects are currently progressing 

on this assumption. However, as not all partners are comfortable with the level of possible 

financial risk associated with projects which are currently being developed there is a risk 

that these projects cannot be progressed to delivery until any concerns about future 

liabilities is addressed. .   

Next Steps 

 SRA Management Group to explore options for addressing current concerns around 

financial risks. 

 IDB officers exploring insurance as an option to address the problem.  

 EA officers to raise the issue internally with Directors with a view to providing a 

position statement. 

Recommendation: 

The SRA Board is asked to:   

1. Note the latest position with regards efforts to address concerns about how project 

risks and associated financial liabilities  are addressed amongst SRA partners 

2. Request that the Board is kept up to date with progress resolving the matter and 

any risks to project delivery as a result of this matter are communicated in a timely 

manner to the Board 

 

 

Date: 23/02/2018 

 

David Mitchell, Senior Manager, Somerset Rivers Authority 

 

 

 

 

 

 

 

 

 

 

 

 


