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Programme Management Group  

14 May 2020 
Guildford Sustainable Movement Corridor (SMC) West – Cost Increase - Item 6 

 
Programme Management Group members are asked to:  
 
AGREE to allocate an additonal £553,000 Local Growth Fund to the Guildford Sustainable 
Movement Corridor project 
 
Background 
1.1 PMG has previously agreed a process as to how they will consider scheme cost increases 

and changes to previously agreed schemes, so as to maximise the economic outcomes from 
the Local Growth Fund.  This outlines three broad options to be considered in responding to 
cost changes: 

• Do nothing 

• Develop an alternative funding package 

• Switch funding from elsewhere in the Local Growth Deal 

1.2 This report considers issues that have arisen in the delivery of the Guildford Sustainable 
Movement Corridor (SMC) West scheme which was approved by the LEP Board in March 
2018. At that time, the Board agreed an LGF allocation of £2.725m, to Guildford Borough 
Council (GBC) towards an initial total scheme cost of £3,850,000.  The scheme is currently 
being delivered but a forecast budget shortfall of £553,000 has been identified to complete the 
agreed programme of works. 

1.3 The scheme is being delivered in four main phases: 

• Phase 1 (Bannisters Field pedestrian and cycle route) has been completed.  

• Phase 2a (Egerton Road to University and Town Centre pedestrian and cycle 
improvements) is almost completed except for subway painting and High Friction 
Surfacing, which will be delivered post Covid-19. 

• Phase 2b (Guildford Park Road pedestrian and bus improvements) is a relatively small 
component of the SMC costs.  However, it is important, but complex with Traffic 
Regulation Orders (TROs) and other constraints.  At this stage GBC are progressing with 
the design and TROs.  

• Phase 3 (Tesco roundabout signalisation) is the largest cost item and the main item 
remaining to be delivered. To date this phase has required extensive design and 
preparatory work. 

1.4 As highlighted above the original project budget totalled £3.85 million.  Since initial approval 
an additional £50,000 was secured from Highways England towards pedestrian and cycle 
improvements specific to Phase 2a and a further £335,000 has been reallocated from the 
Guildford Quality Bus Corridor (QBC) to allow for additional works to be incorporated into the 
scope of the scheme - specifically a bus lane and gate on the westbound approach to the 
Tesco roundabout. 
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1.5 The overall budget breakdown is therefore now £4,235,000 as shown in the Table below: 

SMC1 Breakdown 
of EM3 LEP 

Grant 

GBC match 
funding 

HE and QBC 
funding 

Total 
Budget 

Phase 1 £150,000   £150,000 
Phase 2a £410,000  £50,000 £460,000 
Phase 2b £370,000   £370,000 
Phase 3 £1,795,000 £1,125,000 £335,000 £3,255,000 
Total £2,725,000 £1,125,000 £385,000 £4,235,000 

 
2 Summary of cost increases 
2.1 The cost of the delivery of Phases 1 and 2a is £416,838 in excess of what was originally 

profiled at the time of signing of the LEP Funding Agreement. The additional costs are largely 
due to market differences in the time between preparation of the Business Case and the 
works being procured. 

2.2 More than 50% of Phase 2b scope has also been delivered under Phase 2a and the forecast 
estimate cost to deliver Phase 2b has been adjusted to reflect this as shown in the table 
below. 

SMC1 
Total 

Budget 
Reprofiled 

Budget 
Estimated 
total cost 

Estimated 
overspend 

GBC match 
funding 

Phase 1 £150,000 £830,000 £1,246,838 £416,838 £416,838 
Phase 2a £460,000     
Phase2b £370,000 £150,000 £150,000 0 0 
Phase3 £3,255,000 £3,255,000 £3,391,138 £136,138 £708,162 

 
Total £4,235,000 £4,235,000 £4,787,976 £552,976 £1,125,000 

 
2.3 This overspend on Phases 1 and 2a was funded from GBC’s allocated match funding of 

£1,125,000 for Phase 3. This means that now only £708,162 of match funding is available for 
this phase resulting in an overall Phase 3 budget shortfall of  £553,000. 

2.4 This only leaves £2.745 million to complete Phases 2b and 3 as shown in the table below: 

SMC1 Reprofiled 
Budget 

Expenditure 
up to 31 

March 2020 

Committed at 
31 March 

2020 

Variance 

Phase 1 £150,000 
£982,773 

 
£416,838 

Phase 2a £645,000 £264,065 
Phase 2b £150,000 £242,662 

(design fees) 
 

(£3,162,338) 
Phase 3 £3,255,000 708 
Total £4,235,000 £1,246,838 £264,065 (£2,745,500) 

 
2.5 The Phase 3 cost increases are due to a number of unforeseen costs including Section 278 

fees and commuted sums, complicated legal agreements and land transfers with multiple 
stakeholders and utility diversions. 

2.6 The utility diversions came to light following the completion of on-site surveys, which identified 
significant apparatus that cannot be avoided through the design of the scheme. The main 
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element from Thames Water is estimated at £506,000 (C3), significantly more than the 
allowance for all utilities included in the original Business Case. Some detailed estimates from 
other utilities, notably Vodafone and Openreach are still awaited. 

2.7 As the Phase 3 works impact both on Surrey County Council (SCC) and Highways England 
the project is subject to professional fees and commuted sums from both parties and technical 
reviews from both. 

2.8 Other key stakeholders include the University of Surrey who own some of the land required for 
the scheme and the Holiday Inn who lease some of the University land required. 

2.9 As indicated above the estimated costs to complete Phases 2a and 3 will leave a budget 
shortfall of £553,000. 

Remaining budget available (£2,745,500) 
Estimated costs:  

Phase 2b £150,000 
Phase 3 £3,391,138 

Less:  Phases 2b and 3 design 
fees (£242,662) 

Budget shortfall  £552,976 

Steps taken to mitigate cost increases 
2.10 GBC have made effort to keep within budget and mitigate the cost increases, which has 

included a review of reducing the scope of the scheme.  Several options were identified, 
however there is a concern that any reduction in scope would compromise the overall scheme 
benefits.  These Options are considered in more detail in Section 3 below. 

3 Delivery Options 
3.1 Two of the four phases of the SMC project have already been delivered. GBC, supported by 

SCC, are committed to delivering the rest of the project.  However, in order to deliver the 
remaining scope, additional funding of £553,000 is required. Depending on whether these 
funds are available two main options have been identified as set out below 

Option 1: Deliver remainder of SMC (Phases 2b & 3) with additional funding 
3.2 Phases 1 and 2a have delivered clear demonstrable stand-alone outcomes and benefits. If full 

additional funding of £553,000 is made available by EM3 LEP, Phases 2b and 3 can be 
delivered as soon as practicable, subject to a slight delay due to the impact of the Covid-19 
pandemic but should be completed by the end of Q1 2021/22. 

Option 2: Deliver remainder of Phase 2b but not proceed with Phase 3 
3.3 As the Phase 3 works are almost standalone, the 2b works could be undertaken on their own, 

so completing the SMC from the Tesco roundabout to the back entrance to the Station.  A 
large proportion of the Phase 2b works have already been delivered through the Phase 2a 
works.  The funding for the completion of Phase 2b would come from the GBC matched 
funding that was ring-fenced for Phase 3. 

Option 3: Not to proceed with the delivery of Phase 2b & 3 
3.4 If no additional LEP funding is available, Phases 2b and 3 can be cancelled. Phases 1 and 2a 

have delivered clear demonstrable stand-alone outcomes and benefits justifying the use of the 
EM3 LEP funding claimed for these schemes to date.  

3.5 Given the progress that has already been made on Phases 2b and 3 and that costs have 
been incurred up to detailed design and technical approval, GBC’s have indicated that if the 
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delivery of Phases 2b & 3 were not proceeded with they would wish to be allowed to complete 
the technical approval and detailed design, legal and land agreements and preparation of the 
tender documentation for these phases. This would provide a packaged scheme that could be 
picked up and delivered at a later date, which acknowledging potentially at an increased cost 
from construction inflation increases.  Alternatively, should the LEP not agree to fund any 
expenditure associated with Phases 2b and 3, these phases could be cancelled immediately. 

4 Estimate of scheme benefits 
4.1 Key to a decision on this is understanding what impact of any changes to the scope of a 

particular scheme may have on the outputs and outcomes.   

4.2 Option 1 still provides very positive scheme benefits, even when the increases costs are taken 
into account.  The existing scheme is very positive and has a BCR of 3.02.  With the revised 
scheme the total increase in costs is approximately 24% based on the original budget cost of 
£3.850m increasing to £4.78 m.  Scheme benefits remain unchanged and overall it will still 
deliver a positive scheme with a BCR of 2.18. This is possibly a conservative estimate as the 
benefits have not been changed upwards to reflect the additional bus journey time savings of 
the bus lane, that has been added to the scheme. 

4.3 As Option 2 is similar in terms of outputs to Option 1 it has not been assessed separately.  
The benefits from Option 3 are more difficult to assess, as the whole concept of the SMC is 
that it is an all modes improvement and to extract benefits based on separate modes does 
raise some questions as they are not necessarily extractable.  However, a broad consistent 
assessment would suggest that the pedestrian and cycle improvements from Phases 1 and 2a 
would reasonably accrue at least 50% of the pedestrian and cycle benefits.  The spend to date 
on Phases 1 and 2a is £1.247 million, 32% of the total project cost, suggesting a BCR of 3.34.  
This suggests that Option 3 is also positive, demonstrating that the work to date is delivering 
good value. 

5 Funding Options 
5.1 A number of possible funding options have been considered to meet the shortfall 

5.2 The possible use of S106 monies has been assessed, but it was considered that all relevant 
possibilities have been used legitimately for other schemes so there are no relevant 
contributions available. 

5.3 GBC identified matched funding for this project of £1.125m which was originally allocated to 
the Phase 3 works, but has already been used, in part, to cover the overspend in the first two 
phases.  In light of the current Covid-19 situation, GBC has advised that they are unable to 
provide any additional funding as reserves are already heavily stretched to fund the Council’s 
essential critical services. 

5.4 SCC have also confirmed that they are similarly unable to provide any funds due to their own 
portfolio of projects requiring funding. 

5.5 Highways England – have already provided a sum of £50,000 to support the scheme and the 
University of Surrey although unable to provide a financial contribution have agreed to transfer 
some of their land to the scheme at no cost.  An approach to the Research Park located at the 
western end of Gill Avenue was considered but the benefits of the SMC to this area are 
primarily derived from the next Phase of the scheme. 

5.6 Therefore it is considered we are broaldy left with the three options outlined in Section 3. 

5.7 For Option 3 this would require no additonal funding from the LEP and GBC would be required 
to repay all LGF already claimed to progress the design and development of Phase 2b and 
Phase 3. As the full scheme has not been delivered the funding agreement does allow for the 
LEP to request the whole of the £2.725m LGF allocation to be repaid.  However, as Phases 1 
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and 2a have been completed and offer benefits in their own right, it is not considered 
proportionate to require the repayment of costs incurred in delivering those elements. 

5.8 Similarly, with Option 2, if the completion of Phase 2b were agreed, costs incurred in 
delivering this should not be needed to be repaid.  In this instance we would enter into a Deed 
of Variation with GBC and the remaining funding which had been identified for phase 3 would 
then be available to support alternative projects. This would require LEP support to draw a line 
under Phases 1, 2a and 2b.  If PMG were to decide not to progress with Phase 3, our options 
would either be to complete the design of the scheme and effectively have an approved 
detailed design package that would then be available to construct at a later date, should 
funding become available.  Alternatively, we could seek that design work ceases immediately 
and GBC be requested to repay any LGF claimed to date in developing this Phase.  This is 
currently thought to be in the region of £140,00 - £180,000. 

5.9 Option 1 would be to agree to allocate an additonal £553,000 LGF for the SMC project which 
would enable the full scheme to be delivered as orignally envisaged.  Funding to cover the 
shortfall will need to be found from elsewhere in the LEP Programme and can be supported 
with our available unallocated funding.  This could be achieved either by allocating additional 
LGF funding, or through the reallocation of funding from other schemes that may not be 
delivered. At the time of preparing this paper, we are discussing these options with Guildford 
Borough Council and will give a verbal update at the meeting.  

6 Conclusion and Recommendations 
6.1 The SMC1 project has progressed well and Phases 1 and 2a are complete.  However, they 

have come in over budget and some additional funds are required to deliver Phases 2b and 
Phase 3.  Cost savings, additional sources of income and changes in scope of the remaining 
scheme have all been thoroughly investigated.  Some extra funds have been sourced but any 
descoping raised serious concerns by SCC and stakeholders. 

6.2 GBC and SCC are supportive of the SMC project being completed in its entirety and of this 
request being considered by PMG for additional non matched funding from the LEP.  

6.3 Each option proposed provide positive economic benefits.  Options 2 and 3 would deliver 
some of the scheme, whilst keeping it within the agreed budget.  Option 1, requires £553,000 
of additional LEP funding to deliver the scheme but would ensure that GBC can deliver the 
SMC scheme in full to the scope as originally funded by the EM3 LEP with no elements de-
scoped. 

6.4 Having considered the strong benefits of the SMC to supporting the economy in Guildford the 
recommendation to PMG is that a further £553,000 is allocated to the scheme. 

Kevin Travers 
Enterprise M3 LEP Head of Transport 
6th May 2020 
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