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Title: 

Flood Defence Consents 
IA No: Defra 1394 

Lead department or agency: 

Defra 

Other departments or agencies:  

Environment Agency 

Impact Assessment (IA) 

Date: 26/03/2013 

Stage: Final 

Source of intervention: Domestic 

Type of measure: Primary legislation 

Contact for enquiries: Ruth Thirkettle 
(ruth.thirkettle@defra.gsi.gov.uk) 
Tel: 0207 238 4389 

Summary: Intervention and Options  RPC Opinion: Green 

 
Cost of Preferred (or more likely) Option 

Total Net Present 
Value 

Business Net 
Present Value 

Net cost to business per 
year (EANCB on 2009 prices) 

In scope of One-In, 
One-Out? 

Measure qualifies as 
 

£2.8m £1.0m -£0.1m Yes Out 

What is the problem under consideration? Why is government intervention necessary? 

Current legislation requires consent by the Environment Agency for works  which may affect flood risk. 
These consenting requirements can add to the administrative burdens of public, business and developers' 
projects; there is some duplication with other (planning and non-planning) permit regimes. The numbers 
and extent of these regimes can be complex, and may act as a barrier to new business developments and 
start ups.  Government intervention is necessary to reduce the administrative burdens on industry while 
continuing to ensure flood risk management.  

  Impact assessment relates to England and Wales. 

 
What are the policy objectives and the intended effects? 

The policy objective is to make applications for flood consents easier, by removing duplication with other 
Environment Agency consenting schemes , removing complexity from the application process, ultimately in 
order to remove barriers and costs to business whilst ensuring that flood risk management is not 
compromised.  

 
What policy options have been considered, including any alternatives to regulation? Please justify preferred 
option (further details in Evidence Base) 

Three options have been considered against a "do nothing" baseline where current procedures continue to 
apply: 
       Option 1 - Invest to streamline flood defence consenting regime as far as existing legislation will permit 
       Option 2 - Integrate the flood defence consenting regime into the Environmental Permit          
       Option 3 - Align the flood defence consenting regime with environmental permitting schemes of other 
                         arms length bodies.  
The main elements of Option 3 could be implemented as an "add on" to Options or Option 2. This may be 
worthwhile in due course but is not being advanced as part of the Water White Paper. Out of the remaining 
options, Option 2 is the preferred option as it gives the greatest scope for reduction in administrative 
burdens, especially to applicants, and also meets the Government’s commitment to extending the EPP.  

Will the policy be reviewed?  It will be reviewed.  If applicable, set review date:  10/2019 

Does implementation go beyond minimum EU requirements? N/A 

Are any of these organisations in scope? If Micros not 
exempted set out reason in Evidence Base. 

Micro
Yes 

< 20 
 Yes 

Small
Yes 

Medium
Yes 

Large
Yes 

What is the CO2 equivalent change in greenhouse gas emissions?  
(Million tonnes CO2 equivalent)   

Traded:    
     n/a 

Non-traded:    
     n/a 

I have read the Impact Assessment and I am satisfied that (a) it represents a fair and reasonable view of the 
expected costs, benefits and impact of the policy, and (b) that the benefits justify the costs. 

Signed by the responsible Minister: Richard Benyon  Date: 9 June 2013 
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Summary: Analysis & Evidence Policy Option 1 
Description:  Option 1 - Invest to streamline flood defence consenting regime within existing legislation      

FULL ECONOMIC ASSESSMENT 

Price Base 
Year  2011 

PV Base 
Year  2011 

Time Period 

Years  10 

Net Benefit (Present Value (PV)) (£m) 

Low: 1.7 High: 4.0 Best Estimate:      2.8 
 

COSTS (£m) Total Transition  
 (Constant Price) Years 

 

Average Annual  
(excl. Transition) (Constant Price) 

Total Cost  
(Present Value) 

Low  0.1 

1 

0 0.1 

High  0.4 0 0.4 

Best Estimate 0.3 0 0.3 

Description and scale of key monetised costs by ‘main affected groups’  

Transition costs to the Environment Agency of modifying processes to streamline as much as possible. 
Includes setting up a national register, developing a risk-based approach to prioritisation, developing 
decision support tools, providing better advice and guidance to applicants and building Water Framework 
Directive considerations into consents. Estimated to require 2-6 FTE years or £70-200k in one-off costs. 
Transition costs to applicants assumed to be similar in magnitude (see Option 2). 

Other key non-monetised costs by ‘main affected groups’  

None 

BENEFITS (£m) Total Transition  
 (Constant Price) Years 

 

Average Annual  
(excl. Transition) (Constant Price) 

Total Benefit  
(Present Value) 

Low  0 

    

0.24 2.1 

High  0 0.48 4.1 

Best Estimate 0 0.36 3.1 

Description and scale of key monetised benefits by ‘main affected groups’  

Cost savings accruing to applicants and the regulator (EA) resulting from partial integration of flood 
consents with other regimes, better risk-based prioritisation enabling the use of standardised guidance 
within EA for low-risk activities, and processing efficiencies within EA. Assumed to be 50 - 90% of the 
benefits of Option 2. This equates to £267 - 480k per annum or £2.3 – 4.1m (PV). 

Other key non-monetised benefits by ‘main affected groups’  

Maintenance of local area team input by EA may maintain some negotiated “spin off” environmental 
benefits as part of consents, on a case by case basis. For example, agreements to use particular materials 
or techniques for works, which might benefit habitats. 

Key assumptions/sensitivities/risks Discount rate (%) 

 

3.5 

Estimates based on judgements regarding the proportion of Option 2 benefits which might be accrued 
under Option 1. (Option 2 has been subject to a more in-depth analysis). Maximum benefit is 90% that of 
Option 2, reflecting the fact that not all benefits under option 2 are possible under option 1. Minimum benefit 
is 50% of Option 2. Applicants accrue 66% of benefits and regulators 34% (see Option 2). Businesses 
account for 50% of total impacts on applicants. 

 
BUSINESS ASSESSMENT (Option 1) 

Direct impact on business (Equivalent Annual) £m:  In scope of OIOO?   Measure qualifies as 

Costs: 0.008 Benefits: 0.12 Net: 0.12 No NA 
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Summary: Analysis & Evidence Policy Option 2 
Description:  Option 2 - Integrate the flood defence consenting regime into the Environmental Permit 

FULL ECONOMIC ASSESSMENT 

Price Base 
Year  2011 

PV Base 
Year  2011 

Time Period 

Years  10 

Net Benefit (Present Value (PV)) (£m) 

Low: 2.3 High: 3.4 Best Estimate: 2.8 
 

COSTS (£m) Total Transition  
 (Constant Price) Years 

 

Average Annual  
(excl. Transition) (Constant Price) 

Total Cost  
(Present Value) 

Low  0.82 

1 

0.05 1.2 

High  1.02 0.07 1.6 

Best Estimate 0.92 0.06 1.4 

Description and scale of key monetised costs by ‘main affected groups’  

Transitional costs to Environment Agency: staff training (£17k), development of new permits and guidance 
(£44k), updating IT (£150k).  Transitional costs to applicants: time spent in understanding new systems and 
guidance (£608-808k, of which 50% to business). Ongoing costs to regulators of running new system 
(£398-591k 10 year PV) 

Other key non-monetised costs by ‘main affected groups’  

None 

BENEFITS (£m) Total Transition  
 (Constant Price) Years 

 

Average Annual  
(excl. Transition) (Constant Price) 

Total Benefit  
(Present Value) 

Low  0 

    

0.45 3.9 

High  0 0.53 4.6 

Best Estimate 0 0.49 4.2 

Description and scale of key monetised benefits by ‘main affected groups’  

Savings in administrative costs to regulators (£1.5-1.6m PV, 34%) and applicants (£2.9-3.0m PV, 66%), of 
which half to businesses), in particular from integration of flood consents with other permitting regimes (30% 
of flood permits also involve other permits), and the facilitation of simpler "standardised rules" permits for 
low risk situations. 

Other key non-monetised benefits by ‘main affected groups’  

Benefits for applicants are reduced resources and time needed for flood defence consents, clearer criteria 
ahead of application, single regulator, application and permit. 
Key benefits for regulators are ability to focus resources on high risk activities without compromising flood 
risk. 

Key assumptions/sensitivities/risks Discount rate (%) 

 

3.5 

The main assumption is that the forecast proportionate saving in baseline costs from including the Water 
Abstraction and Impounding permit regime in the Environmental Permitting Programme can be applied to 
the Flood Consents regime (saving is 2.2-2.6% of total baseline costs). It is also assumed that businesses 
receive half of applicant benefits. 

 
BUSINESS ASSESSMENT (Option 2) 

Direct impact on business (Equivalent Annual) £m:  In scope of OIOO?   Measure qualifies as 

Costs: 0.04 Benefits: 0.16 Net: 0.12 Yes Out 
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Summary: Analysis & Evidence Policy Option 3 
Description:  Align the flood consents regime with the environmental permitting schemes of Natural England/ 
Countryside Council for Wales and the Forestry Commission 

FULL ECONOMIC ASSESSMENT 

Price Base 
Year  2011 

PV Base 
Year  2011 

Time Period 

Years  10 

Net Benefit (Present Value (PV)) (£m) 

Low: -1.1 High:1.6 Best Estimate: 0.3 
 

COSTS (£m) Total Transition  
 (Constant Price) Years 

 

Average Annual  
(excl. Transition) (Constant Price) 

Total Cost  
(Present Value) 

Low  0.4 

    

0.03 0.7 

High  1.6 0.14 2.8 

Best Estimate 1.0 0.09 1.7 

Description and scale of key monetised costs by ‘main affected groups’  

Transitional costs to EA, NE and FC: staff training (£14-55k), preparation of guidance (£7-27k), updating IT 
(£75-300k). Transitional costs to applicants: time spent in understanding new systems and guidance (£304-
1215k, of which 50% to business). Ongoing costs to regulators of running new system (£298-1194k 10 year 
PV) 

Other key non-monetised costs by ‘main affected groups’  

None 

BENEFITS (£m) Total Transition  
 (Constant Price) Years 

 

Average Annual  
(excl. Transition) (Constant Price) 

Total Benefit  
(Present Value) 

Low  0 

    

0.20 1.7 

High  0 0.27 2.3 

Best Estimate      0 0.23 2.0 

Description and scale of key monetised benefits by ‘main affected groups’  

Savings in administrative costs to regulators (£0.6-0.8m PV, 34%) and applicants (£1.1-1.5m PV, 66%), of 
which half to businesses), in particular from integration of flood consents with other permitting regimes (13% 
of flood permits also involve NE or FC permits). Unlike Option 2 however, "standardised rules" permits for 
low risk situations are not facilitated by this Option. 

Other key non-monetised benefits by ‘main affected groups’  

Benefits for applicants are reduced resources and time needed for flood defence consents, clearer criteria 
ahead of application, single regulator, application and permit - albeit less than Option 2. 
 

Key assumptions/sensitivities/risks Discount rate (%) 

 

3.5 

As for Option 2, plus: regime integration benefits estimated as 13/30 of those for Option 2. “Standardised 
rule” permit benefits excluded. High level assumptions regarding transitional costs and wider range of total 
costs assumed than for other options due to particular uncertainty. 

 
BUSINESS ASSESSMENT (Option 3) 

Direct impact on business (Equivalent Annual) £m:  In scope of OIOO?   Measure qualifies as 

Costs: 0.04 Benefits: 0.08 Net: 0.03 Yes Out 
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Evidence Base (for summary sheets) 
Problem under consideration 

 
1. The public, businesses and developers are required to apply for a number of consents 

from the Environment Agency, in addition to planning consents, before works can be 
undertaken which can add to the administrative burdens of a project.  The Government 
has undertaken to reduce these burdens in order to meet its objective of ensuring the UK 
develops a competitive business environment that underpins business success, attracts 
investment and ultimately promotes economic growth.  This assessment considers the 
effects on those wishing to carry out works that affect watercourses, rivers and their 
associated flood risks. 

 
Background 
 

2. Construction works or maintenance can impact on broad flood risk management aims in a 
locality, and can cause flooding and/or environmental damage if poorly executed.  The 
current powers require the prior approval (“flood defence consent” of the design and 
construction of these works, and enforcement action to rectify unapproved works can 
avoid these problems being created.   
 

3. Regulation is carried out by the Environment Agency on statutory main rivers1.  Regulation 
includes; 

• consideration of consent (or permit or authorisation) for those wishing to carry out 
works, usually some form of construction, structural alteration or physical 
maintenance works; and  

• powers to rectify the impacts of works resulting from either failure to comply with a 
consent, or failure to obtain a consent, including restoration to previous condition, 
cost recovery, and prosecution (enforcement).(The applicant has a right of appeal to 
an independent arbitrator against decisions by the regulating body). 

Regulation on other  watercourses is carried out by Internal Drainage Boards and lead 
local flood authorities but is not covered by this Impact Assessment.  
  

4. Current regulatory powers are based on legislation dating from 1980 and 1991, the latter 
itself largely derived from the Land Drainage Act 1976.  Thus legislation is based on the 
priorities of thirty years ago, and does not fully reflect modern requirements on regulators 
for greater transparency.   The Pitt report recommended clear accountability of roles for 
local flood risk management.  The Flood and Water Management Act 2010 aims to clarify 
some of these roles but operates largely within the confines of the existing legislation.  
Beyond that there is a need to further include the priniciples of better regulation into the 
flood defence regulation process.  This assessment considers some of the options for this. 
 

5. While at present the regime is relatively low cost to the applicant and resonably simple in 
itself, there are issues that affect its overall user-friendliness to customers: 
 

• There is overlap with other permitting regimes, some or all of which can apply 
together.  These include planning consent (local planning authority), protected 
sites and species legislation (Natural England, Countryside Council for Wales 
(CCW)), other EA permits covering abstraction, impoundment, discharge to a river 
and navigation. 

• The interaction with these permits adds complexity, and could lead to difficulties in 
delivering the Penfold Review recommendation that all the ‘if’ decisions (i.e. “if” a 

                                            
1
 A main river is defined as a watercourse marked as such on a main river map. Main rivers are usually larger streams and rivers, but also 

include some smaller watercourses. 
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development should proceed in principle) are made together, and the ‘how’ 
decisions later. 

• Much of the process is enshrined in primary legislation (e.g. the Acts above), 
which makes it difficult to readily amend the regime to suit changing 
circumstances. 

 
6. Regulation generally comprises either the issue of a permit and suitable inspection and 

action to ensure that it is complied with, or to take action where works have gone ahead 
but no permit has been sought.   Environment Agency staff follow a simple national 
procedure in conjunction with locally-derived approaches to deliver a tailored service, 
which generally includes some form of risk-based approach (i.e. there is some 
prioritisation of regulatory effort towards the highest risk situations).  Existing systems 
issue consents largely on a bespoke basis, although some area offices allow standardised 
permits to be issued for ‘low risk’ activities.  
 

7. The granting of a consent is based on its impact on the flood risk, land drainage, water 
level management, and other management aims, including the duty to further conservation 
(see, for example, Sections 6 – 8 Environment Act 2005).  It does not represent an 
approval of the design of the structure, responsibility for which remains with the applicant.   
 

8. As from April 2013, the functions of the Countryside Council for Wales, Forestry Commission 
for Wales and the Environment Agency Wales, will be transferred by the Welsh Government 
to Natural Resources Wales (NRW).  The NRW will be funded by the Welsh Government. 
 

9. In 2010/11 the Environment Agency determined some 5,690 applications on main rivers in 
England and 500 in Wales.  Other than a rise in recorded applications from 2009/10 to 
2010/11 (due to multiple applications which had previously been recorded as a single 
application then being recorded separately) there has been a fairly constant level of 
applications, and it is therefore reasonable to assume that applications will continue at this 
broad level in the future. The fee is currently fixed at £50 and is free for those consents 
required under byelaw. The Environment Agency received approximately £186k  annually 
in consent fees.  On average each consent costs £150 in staff time to determine.  Where 
pre-application discussions and compliance checking and enforcement are taken into 
account the cost becomes approximately £340.  
 

10. The range of potential applicants for consent covers the entire cross section of society who 
may have interest in a river or a flood defence. This includes but is not limited to: 

• Residential riparian owners2, such as homeowners;  

• Non residential riparian owners, such as businesses, large landowners (estates or 
farms), charities, and non-business organisations, such as voluntary trusts, 
churches, sports clubs; 

• Property developers; 

• LAs exercising their various roles, such as highway authority, education authority, 
and providing public facilities; 

• Utility and infrastructure providers, such as water companies, electricity generators 
and distributors, Network Rail, Highways Agency, Transport Wales, cable TV 
companies, British Telecom, etc; 

• The Crown via the Ministry of Defence and similar departments;  

• Port Authorities, Navigation Authorities, Harbour Authorities; 

• Those affected by byelaws covering development in flood plains that is not covered 
by planning permission; some waste or agricultural activities. 

 
Baseline costs 

                                            
2
 A riparian owner is a land owner whose land adjoins a water course, or with a water course running through it. 
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11. For the financial year 2010-2011 the flood defence consenting regime is estimated to have 
cost £2.22m gross and £2.05m net of fees in England.  
 

12. In Wales the comparable figures are estimated to be £279k and £259k (respectively gross 
and net cost). 
 

13. Environment Agency consenting responsibilities will be transferred to the NRW in 2013.  
Costs of the scheme are expected to be broadly the same.  
 

14. In addition to fees (which are currently nominal3), costs to applicants comprise 
administrative burdens and some potential other direct costs.  Administrative burdens will 
include activities such as reading and understanding guidance on the scheme, compiling 
relevant information and completing the application, and attending inspections if required.  
Where technical assessments are required in order to demonstrate that their proposals will 
not impact on flood risk or the environment, applicants generally need to pay for their 
production.  There may also be additional costs if applicants need to engage consultants 
to advise on or assist with the application.   Only an estimate of baseline application 
burdens has been included at this stage (see below); we intend to consult with a range of 
applicants to assess the levels of these costs where it is possible to do so, and to include 
such detail in an impact assessment accompanying any detailed scheme proposals as 
part of secondary legislation.    
 

15. A total baseline cost to applicants has been estimated using evidence from the Impact 
Assessment of the Environmental Permitting Programme (Phase 2), published jointly by 
Defra, Welsh Government, DECC and the Environment Agency on 17 February 20104. Out 
of the regimes considered for addition to the Environmental Permitting Programme (EPP) 
under Phase 2, the Water Abstraction and Impoundment consenting regime is judged to 
have key similarities to the Flood Defence consenting regime, particularly in terms of the 
extent to which applications are also likely to involve consents in other regimes (this is an 
important characteristic when it comes to estimating potential savings from alternative 
arrangements, discussed later). In the case of the Environment Agency’s Flood Defence 
consents regime, 30% of applications are in respect of works likely also to involve 
application to at least one other consenting regime; the equivalent proportion for the Water 
Abstraction and Impoundment (WAI) regime is close, at 26%. 
 

16. The relationship between regulator and applicant costs under the WAI regime has been 
applied to the estimated cost to regulators under the Flood Defence regime to estimate the 
potential cost to applicants. Under WAI, applicant costs are 88% of regulator costs 
(including overheads). This proportion has also been assumed for the Flood Defence (FD) 
Regime. Similarly, overhead costs for the FD regime have been estimated using the 
relationship between overheads and direct costs for WAI. This leads to the following 
baseline cost estimates (for more information see Annex 1): 
 

 England Wales Total 
Regulator direct costs (including inspections) 
(from paragraphs. 14,15 and 18): 

£2.22m pa £0.28m pa £2.50m pa 

Regulator overhead costs (=6.32 x direct costs, 
as per WAI) 

£14.04m pa £1.77m pa £15.81m pa 

Applicant costs (=0.88 x direct EA/IDB costs) £1.96m pa £0.25m pa £2.20m pa 
Total cost of the FD regime (sum of above): £18.22m pa £2.30m pa £20.52m pa 
Ten year present value :  £156.8m £19.8m £176.6m 

                                            
3
 Fees are not currently set at a level which recovers costs to regulators. They are ignored in this IA as being nominal transfers between 

applicants and regulators, which are small compared to wider admin burden costs on applicants. The charging regime for flood defence 
consents is currently being reviewed. 
4
 See Annex 1 for more details and reference. 
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Baseline benefits  

17. Generally, benefits from the flood defence consenting regime derive from: 

• The avoidance of direct flooding as a result of poorly designed structures. Examples 
include culverts that are too small and lead to the flooding of surrounding property, 
erosion protection works that restrict the capacity of a watercourse leading to flooding, 
and inadequate design of flood control structures (new or altered) leading to failure and 
flooding to applicants or other parties; 

• Prevention of blocked access to a structure that would otherwise lead to an increased 
cost of operation by the drainage authority; 

• Prevention of ecological damage caused by the use of unsuitable materials such as 
concrete bank protection where more natural banks with habitat provision might be 
retained, or the destruction of habitat through unnecessary overdredging by a 
landowner. 

 
18. The benefits of the existing regulatory regime are difficult to quantify, due principally to the 

variation in scale of works proposed, from minor to highly significant, and variation in the 
quality of submissions and the degree of involvement needed from the operating authority to 
ensure a suitable outcome. There is also considerable variation in benefit depending on 
what structure is consented (ranging from simple outfall to major defence repair or 
alterations, or highway bridge for example), and how much intervention is needed from the 
operating authority to ensure the eventual design is suitable. However, the Environment 
Agency estimate that in an average case the damage avoided (e.g. flooding of buildings, 
roads and vehicles) is approximately £5,000 per consent issued, based on a single avoided 
event.  This has been based on the value of a car written off, small scale domestic damage, 
or replacement of erosion protection or outfall structure following failure, as examples of 
typical damage).  This implies a total benefit of the Environment Agency’s flood defence 
consents of approximately £31million per annum (6190 consents @ £5,000). These 
estimates may be conservative to the extent that events may occur more than once in the 
absence of control (i.e. a single event does not lead to the landowner correcting the 
situation, perhaps because of externalities or lack of information regarding solutions). 

    
19. In addition, there are various non-monetised benefits as “spin-offs” from the generally locally-

based operation of the existing regime. These include negotiated improvements to works to 
provide positive benefit, rather than just offsetting negative impacts of the proposal; benefits 
to other interests such as the natural environment through habitat creation, public recreation 
through provision of walkways, access or improvements to river based navigation interests; 
prevention and reduction of pollution through construction and in the final design of works; 
and delivery of some Water Framework Directive improvements by suitable design and use 
of materials (e.g. naturalised river bank erosion protection). These benefits arise in individual 
cases rather than across the board. Occasionally, consented works can contribute to a flood 
alleviation scheme promoted by the Environment Agency or other operating authority, as a 
developer can carry out works that fit into the bigger picture. Any more centralised system of 
consenting and the use of standardised permits may limit these opportunities in the future 
however. 
 
Options for change 

 
20. The key driver for change is the need to modernise regulation in this area, with particular 

emphasis on administrative burdens to applicants and increasing transparency and 
accountability. Three options have been considered, against a baseline of doing nothing and 
allowing current procedures to continue: 
 

• Option 1 – Invest to streamline flood defence consenting regime as far as existing 
legislation will permit; 
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• Option 2 - Integrate the flood defence consenting regime into the Environmental Permit 
(requires legislation);          

• Option 3 - Align the flood defence consenting regime with environmental permitting 
schemes of Natural England/CCW and Forestry Commission (requires legislation). 
Note that in practice, this option (or at least the main elements of it), could be 
implemented as an “add on”, potentially to enhance either Option 1 or Option 2 
(which are concerned with aligning flood defence consents with others issued by 
EA). 

 
Description of options considered 
 
OPTION 1; invest to streamline the flood defence consenting regime as far as existing 
legislation will permit 
 
21. The Environment Agency has already drawn up a programme to modernise its internal 

processes for handling flood defence consent applications, working within existing legislation5. 
This would include: 

 

• Establishing an evidence base. Compiling a national register of consents issued 
in 2010/11 and since to allow accurate understanding of activities to inform 
decision making. 

• Introducing a risk based approach.  Investigating the application of 
standardised consultation and conditioning for higher risk applications, and a 
greater use of standard advice to staff.  The Environment Agency is also 
considering 5-year consents for routine maintenance operations to watercourses 
and flood defences.   

• Decision making support tools. Pursuing the extension of the National 
Permitting Service tool to cover flood defence consenting issues for protected 
habitats and species. 

• Providing better advice and guidance to applicants. Developing online 
documentation and issuing 5-year consents for some activities such as ongoing 
routine maintenance where it is of low priority to the EA. 

• Building Water Framework Directive considerations into consent 
determinations.   Developing assessments to make site specific Flood Defence 
consent decisions.  
 

22. These changes would allow for specifically tailored improvements to be made, with less 
impact on other permits or organisations, and once improved, the purpose of the procedures 
and permit will be clearer.   
 

23. Given the inclusion of the Environment Agency(Wales)  in the NRW this impact assessment 
assumes that the benefits outlined above would also accrue to that organisation.  
 

24. However, despite these improvements, there would still be a separate permitting regime, 
regulatory burdens would not be reduced to the lowest level (for example, applicants would 
still need to apply for a number of separate consents, often having to repeat the same or 
similar information ), and there would still be the potential for conflict where proposals are 
acceptable for other permits, such as where planning permission might be granted, but 
refused.  In addition,  developers and the Environment Agency would continue to need to 
consider several different pieces of legislation for some activities.   
 

                                            
5
 In practice, some work has already started on common activities which contribute to both Option 1 and Option 2, pending the outcome of this 

Impact Assessment, though sunk costs are small. Option 1 does not constitute a baseline since some of the work listed would not be pursued 
under Option 2, e.g. the development of online documentation. 
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Costs 
 

25.  The costs of the above measures are generally in terms of staff time. It is estimated by EA 
that the work programme is equivalent to 4 Full Time Equivalents for 1 year. Assuming an 
FTE cost of £25.8k per annum + 30% overheads (Source: Defra staff costs ready reckoner for 
Executive Officer), and taking a range of 2-6 FTE years to allow for uncertainty, this broadly 
equates to between £70-200k overall. Based on cost estimates for other options (see 
Annex 1), it is asssumed that the one-off costs to applicants from a transition to a different EA 
consenting approach would be similar (see for example, Option 2 where costs to regulators 
and applicants are both around £608k in that example). This implies the total one-off cost of 
Option 1 is £140-400k. A discounted estimate over the assumed 10-year appraisal period for 
new consenting approaches would be similar, since these are “up front” transitional costs and 
do not imply further ongoing costs. 

 
Benefits 
 

26. The benefits of Option 1 would be; 
 

• Reduced burdens on applicants as a result of better understanding of what will be 
permitted, and what the conditions are likely to be, enabling them to include the 
requirements into their plans at an earlier stage.  Time spent on applications and 
understanding guidance would be reduced; 

• The standard of decision making will improve as a result of being based on an accurate 
and complete understanding of recent activities; 

• Efficiency gains for the Environment Agency would be realised.  
 

27. It is difficult to put a figure on the likely cost savings accruing to the EA and applicants as a 
result of these measures. At this stage it has been assumed that benefits will be at most 90% 
of those identified for Option 2 (including FD consents in the Environmental Permitting 
Programme) given that not all of the benefits of Option 2 could be achieved under this option, 
e.g. no single application form for multiple permits.  This equates to around £480k per annum, 
or over the 10-year appraisal period, a Present Value benefit of £4.1m.That is an optimistic 
assumption, though it is difficult at this stage to say by how much. To generate a plausible 
benefit range, it is assumed that, at worst, Option 1 delivers only half of the benefit of Option 2, 
i.e. £2.3m 10-year PV. 
 

28. As a cross-check on the assumed range, one important issue is that “standardised rules” 
permits for low risk activities cannot be developed under Option 1- though EA would issue 
guidance to staff to help streamline approaches for these activities as far as possible. For 
Option 2 (see next section), standardised rules permits might be developed for as many as 
60% of applications, producing 17%  of the total benefit of Option 2. This would imply a central 
estimate of benefit for Option 1 was (90-17)% of Option 2, or 73%, which is close to the central 
point (70%) of the actual assumed benefit range (50 -90%). 
 

29. Overall, the economic assessment for Option 1 suggests: 
 
Costs (10-year PV, Low-High):    £0.1-0.4m 
Benefits (10-year PV, Low-High):    £2.3-4.1m 
Net Present Value (Low-High):   £1.9-4.0m 

 
 

OPTION 2  - Integrate the flood defence consenting regime into the Environmental Permit 
 
30. Under this option, no investment in improving procedures under the existing regulatory 

framework (the 1980 and 1991 Acts) would be made. Flood defence consenting would 
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instead be included in the Environmental Permitting Programme (EPP).  Environmental 
Permitting comprises a common set of definitions, processes and controls for the 
permitting of specified activities.  In doing so, it seeks to rationalise various permitting 
regimes into a common framework that is intended to be easier to understand and use.  
For example, it allows businesses that would otherwise require several permits for 
activities falling under the regulations on a single site to complete a single application, and 
to be issued with one permit.  The simpler and more transparent system helps regulators 
to focus resources on higher risk activities.  In general, Environmental Permitting does not 
change the substantive requirements of permits, but it is expected to reduce the 
administration necessary to deliver those requirements.  The benefits are therefore 
generally expressed in terms of savings in administrative costs.   
 

31. The EPP is an established system and has now integrated Pollution Prevention and 
Control, waste permits, Discharge Consents, Groundwater Authorisations, and the 
following regimes; Radioactive Substances Regulation, Mining Waste Directive, Batteries 
Directive, and Waste Carriers and Brokers.   
 

32. The EPP was identified by the Penfold Review in 2010 as an exemplar of integrating 
similar or related consents into a single regime.  The coalition government supported the 
recommendations made by the Review regarding the EPP and committed in 2011 to 
extending the programme to other non-planning consents, and in particular to flood 
defence consents. 
 

33. Under this option the regulators would draw up “standardised rules” permits which would 
cover most typical low and medium risk applications.  For these permits, risk assessments 
are completed in advance by the relevant regulators, and standard requirements and 
conditions for the development set out so that applicants can see in advance whether the 
permit is applicable to their proposals.  The current requirements for specified 
environmental standards and level of environmental protection would be maintained.  We 
anticipate that some 60% of applications would be lower risk activities and thus eligible for 
standardised rules permits.  
 

34. The regulators would also set “rules based exemptions”.  These include common controls 
and location rules focusing on the regulatory outcome and standard “registered exemption” 
conditions for those developments where a flood defence consent would not be necessary.   
 

35. There is a risk that being associated with a very large and diverse permitting framework 
can result in an overly long or complex application form in order to cover all eventualities 
even though many of these may not be relevant in all situations.  The Environment Agency 
is addressing this risk by making its forms reactive; as an applicant enters information on 
the application form, subsequent questions which are irrelevant to that development are 
removed.   
 

36. The current legislation requires that applications for flood defence consents must be 
determined within 2 months, otherwise it is deemed to have been consented.  If, for 
example, the Environment Agency does not receive all the papers necessary to consider 
an application they will refuse consent in order to ensure flood risk management is not 
compromised.  The applicants must then submit a new application together with a new fee.  
Under the Environmental Permitting regime, it will be allowable - and a lot easier - for the 
regulator to “stop the clock” on any incomplete application, advise the applicant of what 
further information is necessary, and restart the same application as appropriate. By 
providing more management information and centralised control, the regime should thus 
help reduce default refusals, and save the applicant money. 
 

37. The key improvements set out above are only possible with changes to the current 
legislative framework. To integrate the flood defence consenting regime into the 
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Environmental Permitting system requires enabling powers in primary legislation, followed 
by regulations that set out the details of the scheme.  The existing legislation would be 
repealed at regulation stage.   
 
Costs 
 

38. The following costs have been estimated:  
 
One-off (transition) costs 
 
Transition costs to the Environment Agency and NRW to prepare for a new approach 
include:  

• training of staff; £16,879 (2 hours for 400 staff, time cost assumed to be £16.23 per 
hour + 30% overheads based on Defra staff costs ready reckoner for Executive 
Officer and EA advice); 

• development of standard rules permits and preparation of guidance to industry; 
£43,540 (1 FTE for a year, salary assumed to be £25.8k + 30% overheads (Source: 
as above), plus £10k for publishing); 

• updating the necessary IT infrastructure could be in the order of £150,000. (Source: 
EA estimate). 

 
Although the aim is to simplify the system there would be some transitional costs for 
applicants, due to their need to understand the new system and guidance. These have 
been inferred at this stage, by taking the transitional costs to applicants (and consultees on 
applications) for including the Water Abstraction and Impoundment (WAI) regime in the 
EPP (£808k), and multiplying by the ratio of direct costs for the FD regime to that of the 
WAI regime (63%, see Annex 1 for more information). This gives an estimated transition 
cost to applicants (and consultees) of £608k (10 year Present Value). 
 
Total one-off (transition) costs are therefore £818k 
 
Ongoing costs 
Ongoing costs from implementation accrue to regulators only (as staff and other running 
costs) and are estimated in a similar way as for transition costs to applicants above, using 
information from the WAI regime contained in the EPP Phase 2 IA (see Annex 1). This 
leads to an estimate of £398k (10 year Present Value). 

 
Benefits 
 

39. In principle, Option 2 would have the following benefits, as already demonstrated by the 
Environmental Permitting regime, over and above the  current approach to permitting:  
 
General benefits: 

• The fact that FD permits can be integrated with consideration of any permits under other 
regimes within the EPP leads to efficiencies for both regulator and applicant. For example, 
information common to different permit decisions does not need to be collected more than 
once, and any inspections can be combined (though this latter benefit may be limited to the 
extent that flood defence inspections often require specialist staff). These kinds of saving 
are proportional to the degree of coincidence of permits. It is estimated that some 30% of 
flood defence consents coincide with requirements for permits under other environmental 
regimes.  

 

• The Environmental Permitting Regulations would allow for simplified applications and 
responses (“standardised rule” permits or “registered exemptions”) in low-risk situations – 
and the identification of these would be easier and more consistent as a result of 
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centralisation and automation within EPP. This also leads to efficiency savings for both 
regulator and applicant. 

 
40. The above types of benefit, which give rise to tangible cost savings, have been recognised in 

previous consideration of the wider EPP, most recently in the Impact Assessment for Phase 2 
of the programme (Defra, Welsh Government, DECC and EA, 2010), which recommended the 
inclusion of a number of new environmental permitting regimes. This Impact Assessment has 
been used to derive broad estimates of benefit likely to accrue from the inclusion of FD 
consenting within the regime (discussed later). 
 
Key benefits for applicants are as follows: 

• single administration point of contact and opinion; 

• single application and guidance for a project;  

• single permit used per proposal that includes all relevant conditions of issue across 
all relevant regimes. Although permits can currently be produced with the 
appearance of being one document, they remain legally as two or more separate 
permissions. This makes their appearance more complicated, regarding the wording 
and nature of conditions for example. Neither does the informal approach to this 
position covered in Option 1 address the application of a number of different statutory 
processes (including determination times, fees, appeal mechanisms)  to the various 
aspects of an application; 

• Flexibility on timing – if applications are incomplete, deadlines for determination can 
be extended with the agreement of the applicant (instead of the application being 
rejected as it must be at present). 

 
For applicants of “standardised rules” permits: 

• simplified application procedures; the applicant needs only to provide basic details 
(name, address etc) and no supporting information such as detailed design or risk 
assessment.   

• applicants would be able to comply with regulation more readily by complying with 
generic rules instead of bespoke permit conditions (the standard rules having been 
previously discussed with a range of applicants)  

• clear exemptions from the need for a permit where general binding rules (set in 
regulations) are met.  Applicants would normally be able to use such exemptions 
following registration (on line). 

• greater certainty about the regulatory requirements the activity would need to meet. 
This would help planning and financing and time during the application process  

• greater certainty on how soon a permit would be issued 

• less likelihood of changes to permit conditions. 
 

For the regulator: 

• easier to focus on medium and high risk operations whilst continuing to ensure flood 
risk is minimised 

• costs reduced as standard rules permits can be processed more quickly and are 
cheaper to issue 

• efficiencies of central application processing, use of standard systems, tools, 
guidance, training etc 

• costs reduced as some permits no longer necessary (where general binding rules are 
met) 

• flexibility on timing – if applications are incomplete, deadlines for determination can 
be extended with the agreement of the applicant (instead of the application being 
rejected as it must be at present) 

 
41. Whilst aligning the Flood Defence consents with the Environmental Permitting Scheme, 

and other environmental consents would reduce burdens for many applicants,  for some 
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70% of applications there is no overlap with other EA permits, e.g. for abstraction, or 
discharge.  For these applicants the net benefits of including flood consents in the 
Environmental Permitting Regulations over the status quo (Option 1) are more limited, but 
they will still see some significant improvements (e.g. simplification through standard rules 
permits). The full nature and magnitude of potential benefits will be explored further during 
ongoing consultation with stakeholders ahead of developing any secondary legislation 
(regulations) to include the FD regime within the EPP. 
 
Monetary benefit estimates 
 

42. A final decision to add FD consenting to the EPP will need a detailed assessment of 
implementation costs and the likely savings to regulators (EA and NRW). Such an 
assessment could follow the detailed method used for Phase 2 of the EP Regulations and 
set out in the Impact Assessment published in 2010. For now, the emphasis has been to 
assess the case for change and to provide broad-brush indications of potential costs and 
benefits, sufficient to inform inclusion of general powers within any Water Bill. More 
detailed assessment will be taken forward where powers are granted, ahead of any 
secondary legislation (regulations) to include FD in the EPP. 
 

43. The approach to estimate monetary benefits from Option 2 is summarised below and set 
out in more detail in Annex 1. 

 

• Evidence has been taken from the EPP Phase 2 IA (Defra, Welsh Government, 
DECC and EA, 2010) on the relationship between baseline regime costs and post-
EPP savings 

 

• A key assumption is that the likely relationship between baseline costs and savings 
is the same as that forecast for the Water Abstraction and Impoundment (WAI) 
Regime. This regime has been selected as being similar in broad nature and, 
importantly, having a similar degree of overlap with other environmental permitting 
regimes as Flood Defence (26% of application for a water abstraction and 
impoundment licence also require at least one other permit within the EP framework 
compared to 30% overlap for FD consents) 

 

• The proportionate saving in total 10-year Present Value baseline costs (to 
regulators, applicants, and consultees on applications) from including WAI in the 
EPP was forecast to be 2.6%. 

 

• Applying this proportion to the total 10-year Flood Defence consenting baseline cost 
of £176.6m leads to an overall saving of £4.59m. This is equivalent to £533k per 
annum. 

 

• For the WAI regime, it was estimated that 66% of savings would accrue to 
applicants and consultees, and 34% to regulators. These proportions are assumed 
to apply to the FD regime if included in EPP. In the absence of firm information it is 
assumed that 50% of applicant/consultee costs (and savings) accrue to businesses. 

 
Overall cost benefit analysis for Option 2 
 
44. The above estimates have been used to derive an overall economic assessment for Option 2. 

The basic estimates set out above have been taken as a “High” PV case (high benefits, low 
costs), with the combined results of two more conservative assessments (used as sensitivity 
tests – see Annex 1) used to set a “Low” case (low benefits, high costs). The “best estimate” 
for the summary sheets of this Impact Assessment is then taken to be the mid point. It could 
be argued that the basic estimates set out in the Evidence Base of this IA might represent the 
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“best estimate”, but the approach chosen for the summary sheets is more conservative and 
should help guard against a degree of optimism bias in the presence of significant uncertainty. 

 
Costs (10-year PV, Low-High):    £1.2-1.6m 
Benefits (10-year PV, Low-High):    £3.9 -4.6m 
Net Present Value (Low-High):   £2.3-3.4m 

 
 
 
 
OPTION 3 – Align the flood defence consenting regime with environmental permitting 
schemes of Natural England/ CCW and Forestry Commission  
 
45. Under this option the Environment Agency, Natural England and Forestry Commission 

would align their permitting schemes in England.  It also reflects the integration of the 
Environment Agency, CCW and the Forestry Commission into the NRW.   Where a project 
needs both flood defence consent and a consent currently considered by Natural 
England/CCW and/or the Forestry Commission (e.g. SSSI consent, or a protected species 
licence), the three bodies would work closely so that there is a single point of contact.    An 
applicant with a project involving these different permissions would only need to apply 
once, with single application forms, joint guidance and constraint information or mapping on 
common issues and standard comments for all permits, approvals and grants.   
 

46. This option supports single permits, approvals and grants for low risk proposals by one 
lead body out of the three.  This option would also allow better integration of protection of 
nature sites, e.g. assessments under the Habitats Directive, and could help applicants co-
ordinate applying for environmental permissions with getting a planning consent.   
 

47. It should be noted that (as for the EPP Option 2), this option would need legislative change;  
Natural England/ CCW cannot currently determine Environment Agency consents, as they 
are not a risk management authority under the Flood and Water Management Act 2010. 
Whilst in Wales the legislative changes necessary to introduce the NRW will address this 
issue, further work is needed to assess how readily the Environment Agency may make 
determinations in England on behalf of Natural England and the Forestry Commission.   In 
addition, without legislative change it would not be possible for one organisation to issue a 
single permit on behalf of the others.  As explained above, although permits could be 
produced with the appearance of being one document, they would remain legally as two or 
more separate permissions, and would be more complicated for the applicant to 
understand.  This means that some of the benefits from legal integration of permit regimes 
(e.g. those under Option 2) would not be achieved by this option. 
 

48.  That said, the fundamental elements of Option 3 could be implemented as an add-on to 
Options 1 or 2, to enhance the benefits of those options by also allowing some streamlining 
of those consents which have overlap not just with other EA/NRW regimes, but also those 
of Natural England/CCW and/or the Forestry Commission. To this extent, the options in this 
Impact Assessment are not mutually exclusive. However, the opportunity has been taken to 
explore the potential costs and benefits of extending flood consent streamlining to other 
agencies. 
 
Costs 
 

49. The key costs will be, as for Option 2, transitional ones, and relate to changes to IT systems, 
regulator and applicant time in understanding the new regime.  The following costs have been 
included to give an indication of some of the costs that will be involved :  
 
One-off (transition) costs 
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Transition costs to the regulators (Environment Agency, Natural England, CCW and 
Forestry Commission) to prepare for a new approach include:  

• training of staff; £27,429 (2 hours for an assumed 650 staff across the three 
organisations, salary assumed to be £ 16.23 per hour + 30% overheads as for other 
options). This training cost is higher than for Option 2; 

• preparation of guidance to industry; £13,385 (1 FTE for 3 months, salary assumed to 
be £25.8k + 30% overheads, £5k publishing); 

• updating the necessary IT infrastructure might be less intensive (per organisation) 
than Option 2 – but there would now be three national organisations involved. Say, 
£50,000 per national organisation or £150,000 in total; 

• There would be no cost for producing standard rules permits under this option (see 
below). 
 

Transition costs to applicants result from the need to understand new systems and  
guidance are assumed to be the same as for Option 2 at £608k (10 year PV). 
 
Total transition costs are therefore £799k. 
 

Ongoing costs 
 
50.  Ongoing costs will be higher than Option 2 to the extent that there would now be four 

national regulators involved in the scheme - though costs to each of the four regulators 
might be lower than those to EA alone under Option 2. Overall, it is assumed that costs to 
the four regulators are 50% higher in total than those to the EA alone under Option 2. The 
ongoing cost estimate is therefore that for Option 2 (£397.9k, 10 yr PV) x 1.5 =  £597k (10 
year PV).  

 
Overall costs 
 

51.  The above estimates suggest a total cost of Option 3 of £1,395k (10-year PV). It should be 
noted however that there is particular uncertainty in the likely costs for Option 3, compared 
with Options 1 and 2, because of the potential involvement of three national organisations, 
from whom it has not been possible to date to get definitive cost estimates and discussions 
are at an early stage. This is accounted for in the economic assessment by taking the 
£1,395k figure as a best estimate and applying a +100%/-50% (doubling/halving) range for 
“low” and “high” costs (see below). 

 
Benefits 
52. The key benefits of Option 3 for applicants and regulators are similar in nature to those for 

Option 2; reducing time spent in completing separate applications, and in reducing the 
resources devoted to understanding which regimes may apply, and how they will apply.  For 
regulators, the key benefits are reducing time spent in separate inspection visits, the facilitation 
of standardised rules and exemptions etc.   

 
53. However, these benefits are significantly limited under Option 3, as standardised rules 

permits will not be available to any applicants.  In addition, there is actually a limited overlap 
of EA, NE/CCW and FC consents. Only approximately 13% of Environment Agency 
consents are referred to Natural England/ CCW for comment, and very few to the Forestry 
Commission.   
 

54. The administrative benefits from this option arise as follows. 
 
For applicants: 

• single regulator face – single administration point of contact and opinion; 
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• single application and guidance for a project; 

• single permit used that includes all relevant conditions of issue; 

• allowing a common approach to environmental surveys ahead of applications, to 
ensure that all relevant protected species and sites have been addressed. This offers 
more integration than separate organisations with differing accountability, and hence 
information requests to an applicant; 

• scope to rationalise byelaw and other secondary legislation permissions taking 
Environment Agency and Natural England/ CCW issues together. 

 
For the regulator: 

• able to focus on medium and high risk operations whilst continuing to ensure flood 
risk is minimised; 

• allows common approach to environmental surveys ahead of applications, to ensure 
that all relevant protected species and sites have been addressed. This offers more 
integration than separate organisations with differing accountability, and hence 
information requests to an applicant; 

• efficiencies of central application processing, use of standard systems, tools, 
guidance, training etc; 

• costs reduced as some permits no longer necessary (where general binding rules are 
met); 

• scope to rationalise byelaw and other secondary legislation permissions taking 
Environment Agency and Natural England issues together. 

 
 
Monetary benefit estimates 

55. The starting point to estimate monetary benefits has been to take those accruing under 
Option 2 and make a number of adjustments, as follows. 

 

• Because of the reduced level of overlap between EA flood defence, Natural 
England/CCW and Forestry Commission regimes (13% of applications compared with 
30% for FD and other EA consents), the savings accruing to integration of regimes have 
been reduced to be 13/30 of those estimated for Option 2. The impact of this has been 
assessed by reducing the relevant saving lines in the WAI assessment in the EPP Phase 
2 Impact Assessment calculations by 17/30, and seeing how this affects the overall 
proportionate saving under WAI, which is then applied to the FD regime baseline cost, as 
before.  

 

• Standardised rules permits will not be introduced under this option, and therefore no 
savings will accrue.  
 

• This leads to a reduction in assumed saving from 2.6% of baseline cost under Option 2, 
to 1.3%. 

 

• Applying an overall saving of 1.3% to the baseline Flood Defence consenting costs of 
£176.6m (10 year PV), leads to an estimated total benefit of Option 3 of £2.30m. This is 
equivalent to £267k per annum and is some 50% less than that of Option 2. 

 
Overall cost benefit analysis for Option 3 
 
56. The above estimates have been used to derive an overall economic assessment for Option 3. 

As before, a range has been determined around the basic estimates set out above. For costs, 
the basic estimates above are taken as the best estimate with the low-high range taken as 
+100%/ - 50% (see above). For benefits, the basic estimates above are taken as a “high” 
case, with “low” estimates assumed to be equal to 75% of the high case. 
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Costs (10-year PV, Low-High):    £0.7 -2.8m 
Benefits (10-year PV, Low-High):    £1.7  -2.3m 
Net Present Value (Low-High):   £-1.1-1.6m 

 
 
PREFERRED OPTION 
 

57. Although the economic assessments are broad-brush, they do help to articulate the relative 
benefits and costs of the three options. It has been noted that Option 3 (align EA flood 
consenting with overlapping Natural England/ CCW and Forestry Commission regimes) is 
not necessarily an alternative to Options 1 and 2, and its main elements could potentially 
be implemented in addition to either of those options. The positive Net Present Value for 
Option 3 indicates that this might be worthwhile, although given the early stage of analysis 
for this option (which is currently less developed than Options 1 and 2), further work is felt 
to be needed before recommending the necessary legislative vehicle. 
 

58. Out of Options 1 and 2 (which are mutually exclusive), the preferred approach is Option 2 
(include flood defence consents in the Environmental Permitting Programme). Compared 
with Option 1, the extra Net Present Value of Option 2 is perhaps marginal, and the cost is 
higher, but the range of total benefit under Option 2 (£3.9 – 4.6m) is both narrower and 
larger than for Option 1 (£2.3- 4.1m). In other words, although Option 2 is more involved, it 
secures more benefits (and perhaps more certain benefits). As an estimated two-thirds of 
those benefits – reduced administrative costs - accrue to applicants, including growth-
generating businesses, this is seen as a rationale for giving further consideration to primary 
legislation to give a general power to enable Option 2.  Option 2 also meets the Coalition 
Government’s commitment to extending the EPP to other non-planning consents. 
 

“ONE IN, ONE OUT” 
 

59. The preferred Option 2 is an “OUT” under OIOO representing a small saving to business. 
The impacts on business have been estimated as follows: 

 
Business costs: An assumed 50% of the transitional costs to applicants. This is 50% of 
£608-808k, or £354k (Present Value) as a central estimate (average). As an Equivalent 
Annual figure (derived using the BRE EANCB calculator), this is £41k. 
 
Business benefits: An assumed 50% of the applicant benefits. This is 50% of £2.6-
3.0m, or £1.399m (Present Value) as a central estimate (average). As an Equivalent 
Annual figure (derived using the BRE EANCB calculator), this is £162k. 
 
Net impact on business: overall there is a positive estimated Net Present Value to 
business of around £1,045k from Option 2. In Equivalent Annual terms, this is a net 
saving of around £121k. 
 

Micro-business exemption 
 

60. The proposals are not anticipated to negatively affect small business, their customers or 
competitors, and would only affect those planning work that impacts on watercourses and 
flood risk.  Firms will only be affected by this when they wish to amend their physical 
operations, and will not be impacted during day to day operations.  Indeed as these 
proposals aim to reduce administrative burden this should help small firms as they will 
spend a lower proportion of their time on administrative tasks.  The proposals support a 
risk-based approach to regulation, set within the Government’s flood management 
responsibilities.  It is not therefore practical to simply exclude all small firms (and micro 
businesses) from regulation.  However, these proposals focus on reducing administrative 
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burdens and the risk based approach will minimise burdens to all small and micro 
businesses. 
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Annex 1 
 

Detail of economic assessment 
 
(For baseline and Option 2 – derived estimates for Options 1 and 3 set out in main body of 
Evidence Base) 
 
1. Key data (including Ordinary Watercourses) 
 
Costs of the baseline regime: 
EA: £2.50m gross (will ignore fees – taken to be nominal transfers) 
 
Number of applications per annum: 6,190 
 
30% of applications also involve at least one other application covered by the EPP. 
60% of applications would be suitable for Standardised Rules Permits. 
 
Key missing data for estimation 
 
EA overheads under the baseline 
Costs to applicants under baseline 
Likely cost to EA and others of including FD regime in EPP. 
 
Linking flood defence consents to evidence in the EPP Phase 2 Impact Assessment6 
 
In order to make use of the evidence within the EPP Phase 2 IA, consider whether the FD 
consenting regime has similar characteristics to any regime brought in under Phase 2. The 
closest regime in terms of overlap with other permits would seem to be the Water Abstraction 
and Impoundment regime, where overlap was 26% (compared with 30% for FD). This is a 
relatively high level of overlap and the key benefits set out in the EPP2 IA related to cost 
savings from integrating applications. Although the WAI regime also suggests potential savings 
from combining inspections, this may not be so applicable to the FD regime, which generally 
requires separate specialist inspections by flood defence engineers. However, the savings in 
WAI from combining inspections are actually fairly modest (around 8% to regulators and 5% to 
applicants) so this effect is not judged to be significant (this is explored in sensitivity analysis 
discussed later). 
 
2. Using the EPP Phase 2 IA to estimate the “missing” baseline cost data for the flood 
defence (FD) consenting regime. 
 
Baseline costs of existing FD regime 
 
From above the FD regime costs regulators £2.50m (gross) per annum. EA advise that (for their 
costs, the vast majority), this includes inspections, but excludes overheads such as IT costs, EA 
policy, process, direct services and other costs. 
 
Using the relationship between EA and applicant costs for the WAI regime suggests that 
applicant costs per annum under FD are: 
 
£2.50m x (WAI applicant costs / WAI EA direct costs) 
 
Where “WAI EA direct costs” are all costs excluding overheads. 
 

                                            
6
 See: www.legislation.gov.uk/uksi/2010/675/pdfs/uksiem_20100675_en.pdf 
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Applicant costs = £2.50m x (£2.928269m / £3.322097m) = £2.50 x 0.88 = £2.22m 
 
Meanwhile, EA overheads per annum are estimated as: 
 
WAI overheads x (FD direct costs/WAI direct costs) 
 
= £21.015m x (£2.50m / £3.322097m) = £2.50m x 6.32 = £15.81m 
 
Total baseline costs per annum are therefore: 
 
Regulators: £15.81m + £2.50m = £18.31m 
Applicants: £2.22m 
Total:  £20.52m 
 
A 10-year Present Value (consistent with period used in EPP Phase 1 & 2 IAs) is therefore = 
£20.52m x 8.6077 = £176.6m 
 
where 8.6077 is the cumulative discount factor for 10 years (Source: HMT Green Book). 
 
3. Savings (benefits) from adding FD consents to EPP (Option 2) 
 
NB the following calculations in sections 3-5 describe what was ultimately selected as 
the “high” NPV (high benefit, low cost) scenario for Option 2 – see “Sensitivity analysis” 
section 6 at the end of this Annex. 
 
In the EPP Phase 2 IA, including the WIA regime in EPP resulted in an overall saving of 
£6.075765m (10 year Present Value, before netting off implementation costs). This represents a 
saving on the 10-year baseline PV cost (£234.7m) of 2.6%. 
 
NB this saving includes the following (% of total saving in brackets): 
 

• Applicants and consultees to applications (for example NE, CCW) (total 66%): savings in 
application and consultation costs from integration (32%); savings from common 
inspections (5%); other integration savings (16%); standardised permits (7%); other (6%); 

 

• Regulators (total 34%): savings in application costs from integration (6%); savings from 
common inspections (8%); other integration savings (4%); standardised permits (10%); 
other (6%). 

 
Applying the overall savings proportion (2.6%) to the baseline FD costs of £176.6m, leads to an 
estimated saving of £4.59m (10-year PV). This is equivalent to £533k per annum. 
 
Of the total saving, 66% accrues to applicants (as above). This represents a 10-year PV sum of 
£3.03m, or an annual equivalent of £352k. And 34% accrues to regulators (EA, LLFAs and 
IDBs). This represents a 10-year PV sum of £1.56m, or an annual equivalent of £181k. 
 
4. Costs from adding FD consents to EPP (Option 2) 
  
Regulator costs: 
 
As estimated by EA/Defra, these are: 
 
One-off costs: £16.879k in EA training + £43.540k in EA guidance preparation + £150k in IT 
upgrades = £210.419k 
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To estimate ongoing costs, the expected total PV cost of implementation has been first 
estimated by taking the total WAI PV implementation cost (£808.336k) and multiplying by the 
ratio of FD direct baseline costs to WAI direct baseline costs. This gives a figure of £608.303k. 
From this, the one-off cost estimate above has been subtracted to give an ongoing cost figure of 
£397.883k (10 year PV). 
 
Applicant/consultee transition costs: 
 
These are taken from the WAI estimate in the EPP Phase 2 IA (£807.596k), multiplied by the 
ratio of FD direct baseline costs to WAI direct baseline costs. This gives a figure of £607.746k 
(10 year PV). 
 
5. Overall benefit-cost analysis (Option 2 – before considering sensitivities/ranges) 
 
From above, the 10-year total PV cost is £1.22m (sum of one-off and ongoing costs to 
regulators plus costs to applicants/consultees), and the overall Net Present Value of including 
FD in EPP is: 
 
NPV (benefits – costs) = £4.59m  - £1.22m = £3.38m 
 
6. Sensitivity analysis/derivation of cost and benefit ranges for Option 2 
 
Test 1(benefits) 
As stated earlier, one difference between WAI and FD regimes is the scope for combined 
inspections (WAI has greater scope; FD inspections require specialist staff). 
 
Removing the benefits associated with combined inspections leads to the following estimates: 
 
Benefits as % of baseline costs: falls from 2.6% to 2.2% 
Total PV benefit falls from £4.59m to £3.88m 
NPV (benefits-costs) falls from £3.38m to £2.67m 
 
Test 2 (costs) 
It is possible that implementation costs to include a regime in EPP are more constant than 
assumed. As such, assume that the implementation cost for FD is the same as that for WAI, i.e. 
£808.336k +£807.596k = £1,615.93k 
 
Total PV cost increases from £1.22m to £1.62m 
NPV (benefits – costs) falls from £3.38m to £2.98m 
 
Test 3 (combination) 
Combining the above suggests: 
Total PV benefit of £3.88m 
Total PV cost of £1.62m 
NPV (benefits – costs) falls from £3.38m to £2.27m 
 
Final NPV Range for Option 2 
Lower bound: £2.27m (as Test 3 above) 
Upper bound: £3.38m (use base case to be conservative) 
 
 

7. Savings (benefits) from aligning the flood defence consenting regime with 
environmental permitting schemes of natural England/ CCW and Forestry Commission 
(Option 3) 
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Only 13% of EA flood defence consent applications also need a consent under, Natural 
England/CCW and Forestry Commission regimes (compared with 30% for FD and other EA 
consents), so the relevant savings accruing to integration of regimes have been reduced to be 
13/30 of those estimated for Option 2. There will be no savings for standardised permits;  
 

• Applicants and consultees to applications (for example NE, CCW):  
savings in application and consultation costs from integration (reduced from 32% by 
17/30 to 13.9%);  
savings from common inspections (no change, 5%);  
other integration savings (reduced from 16% by 17/30 to 6.9%);  
standardised permits (not relevant to this option, so not included);  
other (no change, 6%); 

 

• Regulators  
savings in application costs from integration (reduced from 6% by 17/30 to 2.6%);  
savings from common inspections (no change, 8%);  
other integration savings (reduced from 4% by 17/30 to 1.7%);  
standardised permits (not relevant to this option, so not included);  
other (no change, 6%). 

 
These reduced percentages leads to a reduction in assumed saving from 2.6% of baseline cost 
under Option 2, to 1.3%. 
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Comparison of Options 
 Costs/Benefits Option includes: 
Option 1; 
streamline flood 
defence 
consenting 
regime as far as 
existing 
legislation will 
permit 

Costs (10-year PV, Low-High): £0.1-0.4m 
Benefits (10-year PV, Low-High): £2.3-4.1m 
Net Present Value (Low-High): £1.9-4.0m 

 

Environment Agency/NRW 
programme to modernise its internal 
processes for handling flood defence 
consent applications. 

 

Option 2; 
Integration of  the 
flood defence 
consenting 
regime into the 
Environmental 
Permit 

Costs (10-year PV, Low-High): £1.2-1.6m 
Benefits (10-year PV, Low-High): £3.9-4.6m 
Net Present Value (Low-High): £2.3-3.4m 

 

The Environmental Permitting regime 
introduces a common set of 
definitions, processes and controls for 
the permitting of specified activities, 
rationalising a number of permitting 
regimes into a common framework 
that is intended to be easier to 
understand and use.  Introduces single 
application form, single point of 
contact, single permit, standard rules 
permits. 

Option 3 Align 
the flood defence 
consenting 
regime with 
environmental 
permitting 
schemes of other 
bodies 

Costs (10-year PV, Low-High):  £0.7-2.8m 
Benefits (10-year PV, Low-High): £1.7-2.3m 
Net Present Value (Low-High): £-1.1-1.6m 

 

Alignment of flood defence scheme 
with permitting schemes run by 
Natural England/CCW and Forestry 
Commission to allow  single point of 
contact, single application.  

 

 
 
 



25 

Annex 2 
 

Specific impacts tests  
 
Competition Assessment  The proposals are not expected to either directly or indirectly limit the 
number or range of suppliers.  The proposals are not expected to limit the ability of suppliers to 
compete or to reduce suppliers’ incentives to compete vigorously. 
  
Legal aid – no implications beyond current.  
 
Sustainable development – no implications beyond current.  
 
Carbon assessment – no implications beyond current.  
 
Other environment – no implications beyond current 
 
Health impact assessment – flood risk regulation is primarily aimed to reduce adverse health 
impact from flooding, or be neutral when looking at other issues such as ecological work. 
  
Race, disability, gender – there are no particular impacts on these issues. Those affected are not 
treated differently according to these provisions. All provisions are aimed at the overall 
management of flood risk and the environment and primarily affect the physical environment. 
Disabled provisions such as access are the responsibility of those promoting works for regulation to 
fit with existing legislation. The provisions considered here are non site or project specific 
 
Human rights – no implications beyond current. 
 
Rural proofing – No consequences are expected to arise from the additional changes being 
considered under the proposal.  Rural communities often have a higher proportion of smaller 
businesses and so these proposals may reduce barriers to entry for smaller, more dispersed 
rural markets, leading to increased competition and decreased centralisation of services. 
 

 


