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

The negative environmental externalities of development (e.g. habitat loss) and associated social and
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The primary aim is to secure a measurable improvement in habitat for biodiversity whilst streamlining
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in a better state than it inherited it; (2) is simple, streamlined and certain for developers, easy to understand
and will not prevent, delay or reduce housebuilding; and (3) is of clear benefit to people and local
communities.
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through the use of a specified biodiversity metric to development in scope of the Town and Country
Planning Act 1990. Developers will have the option, once mitigation hierarchy has been demonstrated, to
pay for the offset of remaining units through a biodiversity units market. Net gain activities undertaken will
contribute to and be part of a wider strategic framework to recover nature at the local authority spatial scale.
Section 4 outlines the policy objectives, while Section 5 sets out the options above in more detail and
summary of the options considered at the long list stage in the consultation IA.

Will the policy be reviewed? It will/will not be reviewed. If applicable, set review date: Month/Year

Does implementation go beyond minimum EU requirements? N/A

Are any of these organisations in scope? L ER ] ORI | LS
) Yes Yes Yes Yes

What is the CO2 equivalent change in greenhouse gas emissions? Traded: Non-traded:

(Million tonnes CO2 equivalent) N/A N/A

I have read the Impact Assessment and | am satisfied that, given the available evidence, it represents a
reasonable view of the likely costs, benefits and impact of the leading options.

Signed by the responsible
SELECT SIGNATORY: Date:




Summary: Analysis & Evidence

Description: Mandatory requirement with biodiversity metric
FULL ECONOMIC ASSESSMENT

Chosen approach

Price Base | PV Base Time Period Net Benefit (Present Value (PV)) (Em)

Year 2017 | Year 2021 | Years 10 Low: -5,878.4 High: 14,715.3 Best Estimate: 9,566.8

COSTS (£m) Total Transition Average Annual Total Cost
(Constant Price)  Years (excl. Transition) (Constant Price) (Present Value)

Low 9.5 54.5 478.2

High 9.5 2 681.9 5,878.4

Best Estimate 9.5 211.3 1,828.2

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

Developers: delivery of on-site and off-site habitat creation as part of their developments. The estimated
direct cost is £199.0m per year (2017 prices). This falls to £19.9m, once a 90% pass-through of costs to
landowners through land prices has been considered — as is anticipated on the basis of industry evidence
and economic theory. This is considered to be an indirect effect for our analysis and not additional to the
direct effects. These values are contained within the direct impacts reported in the headline figures. In
addition, there are also familiarisation costs to developers estimated to be £6.3m in the first year only.
Local government and central government: familiarisation, training, monitoring and enforcement costs
of policy delivery. New burdens assessment and information provided by Natural England captures
transition and ongoing FTEs requirement. Ongoing costs to local government are £9.5m per year, of which
includes transition costs of £4.8m per year for the first 2 years. For central government, the estimated
ongoing costs are £1.8m for Natural England, and £1.3m for Defra with one-off capital costs of £0.5m.

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

Local government: there may be an impact on developer contributions such as Section 106, which is
currently used to deliver environmental improvements in a discretionary manner.

BENEFITS (£m) Total Transition Average Annual Total Benefit

(Constant Price)  Years | (excl. Transition) (Constant Price) (Present Value)
Low 0.0 0.0 0.0
High 0.0 0 1,860.9 15,193.4
Best Estimate 0.0 1,395.7 11,395.1

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

Environment: Benefits of habitat creation and avoided habitat loss, as set out in ONS ecosystem accounts
for urban areas, are captured through the (partial and imperfect) proxy of private benefits perceived by
residents living near greenspace. The benefits of prevented counterfactual loss of distinctive habitat
(reflected in ‘high’ and ‘best estimate’ benefits only), resulting from developments being steered towards the
least environmentally damaging areas and design practice, are realised immediately. The benefits of new
habitat creation (reflected in ‘low’ and ‘best estimate’ benefits only) are fully realised after 20 years,
and therefore these benefits fall entirely outside of the 10 year appraisal period. Net habitat creation,
and therefore annual benefits, increase over time.

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

Habitat creation will deliver a range of natural capital benefits to people and local communities beyond
those benefits that are privately valued. Developers and local planning authorities will benefit from greater
certainty and a level playing field, resulting from a consistent approach to demonstrating biodiversity net
gain. This process consistency could result in savings for developers.

Key assumptions/sensitivities/risks Discount rate (%) | 3.5

The analysis assumes that developments do not change in location and size in response to net gain. The
central estimate is derived by assuming that delivery of net gain is a proportion of the upper and lower
bound scenarios. Consultation responses indicate the majority of habitat shall be delivered on site. Itis
likely to be more difficult, however, to deliver habitat on constrained sites. We assume that land prices
absorb 90% of costs imposed on developers. Please see Section 6 and the Annex 1-2 for more details.

BUSINESS ASSESSMENT (Chosen approach)

Direct impact on business (Equivalent Annual) £m:
Costs: 199.7 Benefits: 0.0 Net: 199.7

Score for Business Impact Target (qualifying provisions only): 853.4
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1 Introduction

1.1 Background

This Final Stage Impact Assessment (IA) represents a major update of the Consultation IA,
which was published alongside the consultation proposals and a report on the proposed
updates to the Defra Biodiversity Metric in December 2018." The consultation sought views on
whether we should introduce mandatory requirements to the planning system in England, so
that development must deliver biodiversity net gain. It also set out proposed next steps for our
longer term ambition to embed environmental net gain.

The Consultation IA set out our policy development to date, which includes setting out the
strategic context and rationale for intervention, outlining a range of intervention options, and a
preliminary cost-benefit analysis for our preferred option ‘Mandatory tariff with biodiversity
metric’. We also outlined our evidence gaps to be addressed through the consultation process
and further research and analysis. In addition, Natural England published a report on the
proposed updates to the Defra biodiversity metric, which includes new consideration of
ecological connectivity, improved coverage of habitat types, and a forthcoming spreadsheet-
based tool to support the application of the metric in practice.

The Final IA represents a significant update to reflect latest policy development to date, and
incorporates information gathered during the consultation. This includes, but is not limited to:

e an overview of the updated biodiversity metric (Section 2.3.1)

e detailed description of our chosen policy approach (Mandatory requirement with
biodiversity metric, see Section 5) which has been developed with consideration of
the views received through consultation. Further evidence on key policy components
(level of net gain and permanence of offsets) is provided in Annex 3

e a detailed cost benefit analysis (Section 6) on the impacts of biodiversity net gain on
residential and non-residential development. It captures a range of costs to
businesses, central and local government (including New Burdens Assessment), and
the wider public (i.e. natural capital) benefits of habitat creation and avoided habitat
loss. Key assumptions are tested through sensitivity analysis (Section 6.11), with
detailed methodology and calculation steps presented in Annex 1 and 2

e updates to the Small and Micro Business Assessment (Section 7)

¢ inclusion of the Justice Impact Test (Section 8).

1.2 Summary of consultation period
1.2.1 Overview of activities

The consultation period ran from Sunday 2 December 2018, and closed Sunday 10 February
2019. We received 470 written responses from a range of interested stakeholders including,
developers, industry groups, local government, habitat brokers and environmental NGOs.
During this period, we also held a policy workshop attended by around 70 experts from the
aforementioned stakeholder groups, in collaboration with the Ministry for Housing, Communities
and Local Government (MHCLG). Natural England also held a separate conference/webinar on
the updated Defra biodiversity metric. We also discussed proposals with several key

1 https://consult.defra.gov.uk/land-use/net-gain/




stakeholders on a one-to-one basis.

1.2.2 Summary of consultation response

The government response to the consultation was published in July 2019.2 Sections 1.2.2.1-6
provide a brief summary of the key conclusions, and we refer to the published document for
further details. Policy recommendations from this are incorporated in Section 5, and additional
evidence is captured throughout.

1.2.2.1 Scope
The response states that the government will:

e legislate in the Environment Bill to require development to achieve a 10% net gain for
biodiversity

e not introduce broad exemptions from delivering biodiversity net gain, beyond those
exemptions already proposed for permitted development and householder applications
such as extensions. Instead, we will introduce narrow and targeted exemptions for the
most constrained types of development, and consider process easements for minor
developments

¢ not include nationally significant infrastructure and net gain for marine development
within the scope of the mandatory requirement in the Environment Bill.

Analysis of stakeholder responses suggests strong support for a mandatory approach in the
consultation responses (>70%) based on a clear requirement delivering a level playing field,
process certainty and environmental outcomes. Reservations were raised by a significant
minority of developers regarding additional costs and viability on challenging sites, as well as
the capacity of local planning authorities (LPAs) to support delivery. Some developers did not
express these concerns, but instead used the response to reiterate requests that the final policy
be robust and that the requirement must be defined clearly.

The consultation proposed including all Town and Country Planning Act 1990 (TCPA)3
development, excluding nationally significant infrastructure, permitted development and
householder applications. Consultation responses generally opposed wide exemptions (aside
from householder applications such as extensions, conservatories, garages), with some support
for process easements for small developments. A small number of consultation responses raise
general concerns about the viability of post-industrial sites and capacity to bear additional costs,
although there was little or no quantitative or anecdotal evidence presented to substantiate
these concerns.

1.2.2.2 Measuring biodiversity
The response states that the government:

o will use the Defra biodiversity metric to measure changes to biodiversity under the 10%
net gain requirements established in the Environment Bill

e does not intend to exclude any development from the application of the mitigation
hierarchy, or from the incentives for delivering any necessary compensation on site or

2 https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment data/file/819823/net-gain-consult-sum-resp.pdf
3 https://www.legislation.gov.uk/ukpga/1990/8/contents
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locally. Government will instead use guidance to stress the need for planning authorities
to continue to be proportionate in their application of planning policy.

Stakeholders broadly supported a clear and consistent requirement for a percentage gain,
however some questioned the evidence base for 10% while often accepting any single figure is
necessarily arbitrary to some extent. NGOs broadly call for 20+% gain, some developers have
asked for a 1-5% requirement, and/or a minimum requirement subject to testing and review.
Evidence on the implications of 5/10/20% net gain is captured in Annex 3, and subject to
sensitivity analysis in Section 6.11.

There was general consensus that the Defra metric is the best means of setting obligations, and
that the recent update is helpful. There was a general call for further guidance in how to use the
metric. Many respondents wanted to see it become more robust (and possibly onerous) with
regard to species impacts and wider natural capital effects.

1.2.2.3 Delivering biodiversity outcomes
The response states that the government will:

e will introduce new duties to support better spatial planning for nature through the creation
of Local Nature Recovery Strategies (LNRSs)

e provide data, guidance and support but each LNRS will be produced locally, with a
relevant public body appointed as the responsible authority by the Secretary of State

e require net gain outcomes, through habitat creation or enhancement as part of delivering
mandatory biodiversity net gain, to be maintained for a minimum of 30 years, and will
encourage longer term protection where this is acceptable to the landowner

¢ (following a separate consultation) legislate for the creation, monitoring and enforcement,
modification and discharge of conservation covenants. Conservation covenants are
private, voluntary agreements that can secure long-term conservation and environmental
benefits, with obvious potential application for net gain.

There was strong stakeholder support for net gain activities and planning decisions more
broadly to be guided by a strategic nature improvement framework at a local level. Such a
framework should include baseline habitat maps and other relevant environmental information
so that net gain actions can make the greatest contribution towards nature improvement
priorities, and that there is effective coordination / planning to help ensure this is realised in
practice.

1.2.2.4 Calculating and delivering net gain compensation
The response states that the government will:

e notintroduce a new tariff on loss of biodiversity, in recognition of respondents’ preference
for the local collection and spending of net gain compensation, as well as concerns about
the potential bureaucracy inherent in a new charging scheme

e address the risk that the market supply of habitat creation will not meet demand by
providing a supply of statutory biodiversity credits into the compensation market.

The consultation presented a range of options on different aspects of tariff design and an
indicative range of tariff costs. Many respondents favoured local operation of the tariff,

principally with the view that the tariff should ensure it delivers benefits to local communities
7



affected by development. Respondents were largely indifferent about the mechanism itself as
long as spending is accountable and ring-fenced for biodiversity projects.

1.2.2.5 Delivering net gain in the planning system
The response states that the government will:

e make provision in the Environment Bill to set a transition period of two years

e quantify any additional burdens on local authorities as a result of biodiversity net gain,
and will work with local authorities and professional organisations to make sure that
planning authorities have access to the right training, ecological expertise and systems
required to deliver biodiversity net gain.

Our consultation proposed a transition period of at least one year, and asked about the benefits
of doing so. Several respondents, including LPAs and professional associations as well as
developers, requested a longer transition period (e.g. at least 2-3 years) before implementation
to accommodate training and land purchase cycles. The suggested transition periods also
varied in structure, with some suggesting an initial 0% (no net loss) or 5% requirement that
increased to 10% after 5 years.

1.2.2.6 Enforcement, monitoring and evaluation
The response states that the government will:

e work with local authorities to make sure that any reporting mechanisms align with existing
processes as far as possible, and that guidance and support are available

e establish a publicly available habitat register of compensatory habitat sites that is
regularly updated

e continue to explore what technological or other innovative mechanisms could facilitate
the delivery and monitoring (at a local and national scale) of biodiversity net gain both
now and in the future as technologies develop, and will provide clear guidance to support
implementation

e not introduce new enforcement mechanisms for net gain; enforcement will be through the
planning system.

Our consultation proposed that we introduce monitoring of the quality of delivery on the ground
and measures to help ensure that outcomes are achieved. Many responses were clear that
robust monitoring, for an appropriate length of time, would be key to ensuring effective delivery
of net gain. There was strong support for local authorities being required to provide information
on habitat losses and gains, but we also heard that those responsible for monitoring, whether
local authorities or national bodies, will need the right funding and expertise in place to ensure
they can deliver. We heard that data collection and reporting mechanisms should be
straightforward and consistent across all local authorities, and that there would be advantages
to aligning monitoring with existing local authority processes.



2 Problem under consideration

2.1 The strategic context: 25 Year Environment Plan

The UK Government’s 25 Year Environment Plan (25YEP) sets out how the government will
achieve its ambition to leave the environment in a better state than it inherited it for the next
generation.* As we leave the European Union, we have a once-in-a-generation chance to
change our approach to managing our land so that we secure and enhance the benefits of the
environment far into the future. The 25YEP puts forward new approaches, which recognise
good practice, to using and managing land sustainably that build up and bolster natural assets.
It will account for the negative effects of various land uses and activities, and require a balance
of incentives and regulations. This will influence decisions so that we use land in a way that
supports cost-effective sustainable growth.

The 25YEP recognises government ambitions in housebuilding, as set out in the Housing White
Paper.® The Autumn Budget 20176 announced a package of measures designed to raise
housing supply (300,000 new homes per year by the middle of next decade), which would
represent a major increase compared to recent trends (see Section 2.2 for more information).
This is in addition to significant infrastructure investment in transport, energy and utilities,
outlined in the National Infrastructure and Construction Pipeline.” While these have considerable
importance for people’s lives and economic growth, this development represents a significant
land use change and will directly impact the environment.

In addition, the 25YEP sets out commitments on protecting and restoring nature, given the
significant habitat loss over the last 50 years. This is driven in large part by historic land use
change and pollution. To help leave the environment in a better condition for the next
generation, we need to restore and create areas of wetland, woodland, grassland and coastal
habitat to provide the greatest opportunity for wildlife to flourish and to promote the wider
economic and social benefits that healthy ecosystems offer. The 25YEP sets out commitments
for publishing a new strategy for nature (building on Biodiversity 20208 commitments),
developing a Nature Recovery Network, and introducing conservation covenants.® Finally, the
25YEP recognises that there is unequal access to nature and green spaces, and sets out
commitments to better connect people with the environment to improve health and wellbeing.

Overall, the aim is to put the environment at the heart of planning and development to create
better places for people to live and work, whilst supporting government’s wider objectives on
nature development.

2.2 Trends in development and land use change

With a land surface of 13 million hectares, England is the largest country of the United Kingdom
(53.5% of the UK land area). It is also home to more than 55 million people, making it one of the

4 https://www.gov.uk/government/publications/25-year-environment-plan

5 https://www.gov.uk/government/collections/housing-white-paper

6 https://www.gov.uk/government/publications/autumn-budget-2017-documents

7 https://www.gov.uk/government/publications/national-infrastructure-and-construction-pipeline-2018
8 https://www.gov.uk/government/publications/biodiversity-2020-a-strategy-for-england-s-wildlife-and-ecosystem-services

9 https://www.gov.uk/government/news/gove-unveils-new-covenants-to-protect-nature
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most densely populated countries in Europe. Uplands cover approximately 17% of England,
improved agricultural land covers 52%, woodland 10%, and urban areas 11%."°

Development for housing, commercial, industry, and infrastructure makes a significant
contribution to land use change and to the loss of natural habitats that reduces biodiversity. The
State of Nature Partnership rates development as one of the greatest pressures on biodiversity,
with significant losses in biodiversity, including the extent and quality of habitat, over the past 50
years.'"'2 Furthermore, habitat loss often occurs most rapidly near urban populations, where
natural capital is most valuable. ‘Natural capital’ refers to the physical natural resources and the
benefits that these resources provide through ecosystem services. Ecosystems provide many
services which contribute to human well-being, such as food, water, air filtration and
recreation.

2.2.1 Recent trends in land use and housebuilding

Recent trends in land use change and house building (i.e. net additional dwellings) in England
are shown in Tables 1, 2, 3 and 4.

Table 1: Average annual land use change in England between 2013-14 and 2016-17 (hectares)

Land use changing to:
Land use changing from: Developed Uses (ha) Non-Developed Uses (ha)
Developed Uses (ha) 13,700 4,400
Non-Developed Uses (ha) 15,900 111,700
Total average annual land use change (ha) ‘ 145,700
All figures are rounded, so sub-totals may not equate to stated totals and averages.
Definitions

o Developed land use: This includes, but not limited to: residential, transport, utilities, industry, commerce, defence and
community buildings.
¢ Non-developed land use: This includes: agriculture land and buildings, forestry and woodland, rough grassland and bracken,
natural and semi-natural land, water, outdoor recreation, vacant land not previously developed, residential gardens, and
undeveloped land in urban areas.
Data source
MHCLG, Live tables on land use change statistics, Table P360. https://www.gov.uk/government/statistical-data-sets/live-tables-on-
land-use-change-statistics

Table 2: Annual land use change to developed uses in England (hectares)

Residential Industry and  Transport and
Year (ha) Commerce (ha) utilities (ha) Other (ha) Total (ha)
2013-14 3,600 7,100 2,400 13,900 26,900
2014-15 4,800 8,300 2,800 20,200 36,200
2015-16 4,600 5,800 3,700 14,700 28,800
2016-17 6,000 5,200 2,900 12,300 26,300
Annual average 4,700 6,600 3,000 15,300 29,600

All figures are rounded, so sub-totals may not equate to stated totals and averages. Data from Table P351 - see Table 1 for sources and
definitions. 'annual average is equivalent to the sum of changes to “developed uses” column in Table 1 (13,700 + 15,900 = 29,600).

10 https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment data/file/673492/25-year-environment-plan-
annex1.pdf. All data in this paragraph is taken from the 25YEP evidence report. Please see Section 2.6 on land, soil and geological assets.

11 https://www.rspb.org.uk/globalassets/downloads/documents/conservation-projects/state-of-nature/state-of-nature-uk-report-2016.pdf

12 hitp://uknea.unep-weme.org/Resources/tabid/82/Default.aspx. See Chapter 4 on biodiversity in the context of ecosystem services.

13 https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/methodologies/naturalcapital.
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Table 3: Land use change from non-developed to developed uses in England (hectares)

Year Residential (ha) Non-residential (ha) Total (ha)
2013-14 2,100 11,400 13,500
2014-15 3,100 18,400 21,400
2015-16 3,300 12,100 15,400
2016-17 3,300 9,700 13,100
Annual average 3,000 12,900 15,900

All figures are rounded, so sub-totals may not equate to stated totals and averages. Data from Table P361 - see Table 1 for sources
and definitions. 'annual average matches with non-developed to developed used average (15,900) in Table 1.

Table 4: Net additional dwellings in England

Year Per Local Authority All Local Authorities
201213 385 124,700
2013-14 420 136,600
2014-15 525 170,700
2015-16 580 189,600
2016-17 665 217,300
2017-18 680 222,230
Annual Average 545 176,900
% change over whole period (2012-13 to 2017-18) 78.2%
% annual change (2012-13 to 2017-18) 12.2%

All figures are rounded. Reflects net additional dwellings for all 326 local authority districts in
England. The range of net dwellings delivered varies considerably across local authorities and over
the period analysed.

Data source

MHCLG, Live tables on housing supply: net additional dwellings, Table LT122.
https://www.gov.uk/government/statistical-data-sets/live-tables-on-net-supply-of-housing

Recent trends show that:

e although average annual land use change is around 145,700 ha (similar to the size of
Greater London, or around 1% of total England land area),' around 75% of this change
is within non-developed uses (111,700 ha per annum)

e over three times more non-developed land is developed annually on average (15,900 ha)
compared to vice versa (4,400 ha

e 4,700 ha of land is developed for residential uses annually, an area equivalent in size to
that within the boundaries of the local authority of Exeter."> Around 65% of that (3,000 ha
per annum) takes place on previously non-developed land;

e average annual land use change to all developed uses is 29,600ha, an area similar in
size to that within the boundaries of the local authority of Milton Keynes.'® Around 55% of
that (15,900 per annum) occurs on previously non-developed land

14 https://ons.maps.arcgis.com/home/item.htmi?id=a79de233ad254a6d9f76298e666abb2b. ONS, Standard Area Measurements (SAM) for the
administrative areas in the United Kingdom as at 31 December 2016. The size of Greater London is 157,351 ha, based on the sum of Inner
London (31,928 ha) and Outer London (125,423 ha). 145,700 ha (annual average land use change) divided by 13,046,190 ha (total England
land area) is 0.8%.
15 https://ons.maps.arcgis.com/home/item.html?id=a79de233ad254a6d9f76298e666abb2b. ONS, Standard Area Measurements (SAM) for the
administrative areas in the United Kingdom as at 31 December 2016. The size of the local authority of Exeter is 4,704 ha.
16 https://ons.maps.arcgis.com/home/item.htmi?id=a79de233ad254a6d9f76298e666abb2b. ONS, Standard Area Measurements (SAM) for the
administrative areas in the United Kingdom as at 31 December 2016. The size of the local authority of Milton Keynes is 30,863 ha.
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e house building has increased significantly (12.2% per year) in the last 6 years, and is set
to increase further in line with government ambitions.

Development on previously non-developed and developed uses has different impacts on the
environment. Section 2.3.1 discusses how the biodiversity impact specifically can be measured,
and Table A1.1 in Annex 1 provides estimated scores using this method for the land use types
in Tables 1-3.

2.2.2 Land cover map analysis

We presented provisional geospatial analysis in the consultation IA,'” where Land Cover Map'®
data to assess habitat loss from urban development between 2007 and 2015. One of the early
conclusions was that while the majority of individual habitat loss from urban development tends
to be at the micro level (less than 1ha or 0.01km? level), this has occurred in a very large
number of areas across England.

We have carried out further analysis'® to increase our understanding of the habitat baseline (one
of our evidence gaps), the distribution of development sizes (e.g. minor and major
development?), and spatial variations in habitat losses. We also used postcode data to verify
the non-urban to urban land cover changes, which reduces the risk of classification errors.2" The
key conclusions, which build on existing land use change statistics presented in Section 2.2.1
are:

e the maijority of urban expansion has taken place on land that was previously farmland
(arable and pasture). Other semi-natural land cover types such as broadleaved woodland
and rough grassland have also been lost, but not to the same extent as farmland. The
analysis also shows that the types and amount of habitat loss to urban development
varies between regions

e around 80% of land use change from non-urban to urban land cover are from
developments that are between 0.5 and 20 ha in size. In other words, the maijority of the
non-urban to urban land cover change is due to major developments

¢ individual cases of habitat loss are small in scale (less than 0.5 ha) but many in number.
However, this makes up a small proportion of land use change (less than 20% of total
area change) during the period overall

e by using the postcode data to verify non-urban to urban land cover changes, the
aggregate land cover change to urban development over the period is within the bounds
of the MHCLG land use change statistics,?? demonstrating the robustness of the
approach.

Some additional analysis was carried out on habitat losses in urban conurbations (i.e. built-up
areas) - areas where natural capital is most valuable as it is close to people (e.g. for recreation,
health and wellbeing). Early analysis suggests habitat losses within the urban boundary are
proportionately higher when compared to their respective region as a whole, which captures

"https://consult.defra.gov.uk/land-use/net-
gain/supporting _documents/181121%20%20Biodiversity%20Net%20Gain%20Consultation%201A%20FINAL %20for%20publication.pdf. Please
see Section 1.2 (page 5).

18 https://www.ceh.ac.uk/services/information-products. Land Cover Map 2007 and 2015, available from the Centre for Ecology & Hydrology.
19 Internal Defra, Natural England and Joint Nature Conservation Committee analysis of Land Cover Map data.

20 See Table 29 in Section 7.1 for definitions of minor and major developments.

21 \Where changes in land cover are as a result of misclassification (e.g. an urban area is incorrectly classified as grassland in the 2007 map,
but not in the 2015 one), as oppose to real changes in land cover (e.g. a previous area of grassland in 2007 is now an urban area in 2015).

22 https://www.gov.uk/government/collections/land-use-change-statistics
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both rural and urban areas. However, this aspect of the analysis has significant methodological
limitations. Work is ongoing to improve the robustness of the methodology and conclusions, and
to incorporate other datasets to provide further insights.

2.2.3 Conclusions

Considering recent trends, and in light of the strategic context (300,000 new homes per year by
the middle of next decade), pressure on land, habitat and biodiversity is likely to increase. The
land cover map analysis shows that previous losses are not only frequent, but also diverse in
terms of habitat type and variation across regions. The trends support the necessity of the
25YEP ambitions (outlined in Section 2.1) to preserve and enhance nature and create better
places for people, and to help reverse recent declines in nature by alleviating the pressure from
development.23:24

2.3 Net gain and development

The National Planning Policy Framework?> (NPPF) provides protections for important sites and
wildlife (e.g. Sites of Special Scientific Interest (SSSIs), species licensing), and makes
provisions for the delivery of biodiversity net gain. The government recently published a revised
version of the NPPF, which strengthens policy wording on biodiversity net gain262” as well as
incorporating policy proposals from the Housing White Paper and Planning for the right homes
in the right places.?® The consultation proposals published in December 2018 sought views on
introducing mandatory requirements to the planning system in England so that development
must deliver biodiversity net gain.

2.3.1 Definitions: Biodiversity net gain and the metric

Biodiversity net gain in development is a means of ensuring that, for a given site, there is an
overall increase in habitat area or quality following a new development. This is often assessed
using a metric, such as a Defra biodiversity metric,?® which uses habitats as a proxy for
biodiversity. It was originally designed to support the offsetting pilots,*° which ran between 2012
and 2014.

At consultation, Natural England published a proposed update to the metric,3' which is an
improved version of the metric piloted by Defra in 2012 and incorporates many of the changes
since made or requested by industry experts. Since then, Natural England have published a
‘beta’ version of the metric called the ‘The Biodiversity Metric 2.0’ to enabled wider user
testing.®? The beta was developed with input from a wide range of interested stakeholders (e.g.
NGOs, developers, land managers, government agencies).

23 https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment data/file/693158/25-year-environment-plan.pdf

24 https://www.nationaltrust.org.uk/documents/assessing-the-costs-of-environmental-land-management-in-the-uk-final-report-dec-2017.pdf. A
joint report by the Natural Trust, RSPB and The Wildlife Trusts estimate the annual need for habitat creation is around 27,000 ha.

25 https://www.gov.uk/government/publications/national-planning-policy-framework--2.

26 https://www.gov.uk/government/publications/national-planning-policy-framework--2. Key references in paragraph 8, 32, 170(d), 174(b), and
175(a).

27 http://webarchive.nationalarchives.gov.uk/20180608214848/https://www.gov.uk/quidance/national-planning-policy-framework/11-conserving-
and-enhancing-the-natural-environment. The previous NPPF refers to biodiversity net gain in paragraph 109: “...minimising impacts on
biodiversity and providing net gains in biodiversity where possible”.

28 hitps://www.gov.uk/government/consultations/planning-for-the-right-homes-in-the-right-places-consultation-proposals

29 https://www.gov.uk/government/publications/technical-paper-the-metric-for-the-biodiversity-offsetting-pilot-in-england

30 https://www.gov.uk/government/collections/biodiversity-offsetting
31 http://publications.naturalengland.org.uk/publication/6020204538888192

92 http://publications.naturalengland.org.uk/publication/5850908674228224
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Using the metric, biodiversity scores are calculated (usually by the developer or an appointed
consultant) for pre-development habitats by assessing:

area: simply the area, generally in hectares, that the habitat occupies

distinctiveness: whether the habitat is of high (e.g. native broadleaf woodland) or low
(e.g. improved/amenity grassland) value to wildlife. This is scored between 0 (very low
distinctiveness) and 8 (very high distinctiveness)

condition: whether the habitat is a good example of its type. For example whether a
woodland is in peak condition (which might mean it can better support rare species) or
whether it is full of invasive species or is overcrowded. This is generally scored between
1 (poor condition or agricultural) and 3 (good condition)

strategic significance: gives extra value to habitats that are located in optimal locations
to meet biodiversity and other environmental objectives. This could include areas
identified as suitable for protected species compensation. This is scored between 1 (low
strategic significance) and 1.15 (high strategic significance)

habitat connectivity: the relationship of a particular habitat patch to other surrounding
similar or related semi-natural habitats, which could be facilitating flows of species and
ecosystem services. This is scored between 1 (low connectivity) and 1.15 (high
connectivity).

The scores for post-development habitats are estimated by accounting for the characteristics
above, as well as additional factors to account for the risk®® associated with creating, restoring
or enhancing habitats:

difficulty of creating and restoring habitat: recognises how difficult it is to create or
restore a given habitat type and the related uncertainty of outcome this creates. The level
of risk will differ between habitat types because of ecological factors and the availability
of techniques or know-how to create habitats in a realistic timeframe. This is scored
between 0.1 (very high difficulty) and 1 (very low difficulty)

spatial risk (i.e. location relative to development): a simple reflection of the fact that
habitat created at a great distance from the site of habitat losses carries a risk of
depleting local areas of natural habitats and of depriving the communities experiencing
development of the associated benefits. This is scored between 0.5 (compensation
outside local authority of impact site), and 1 (compensation deemed sufficiently local to
impact site)

temporal risk (i.e. time to target condition): If there is a mismatch between a negative
impact on biodiversity and compensation habitat reaching the required quality or level of
maturity, there will be a loss of biodiversity for a period of time. This is scored between

33 Risk multipliers are less relevant in cases where habitats is created in advance of the development (e.g. via a habitat bank).
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0.343 (30 years) and 0.965 (1 year) where the values reflect time discounting at 3.5% as
recommended by the HM Treasury Green Book.3*

To achieve net gain, a development must have a higher biodiversity unit post-development
compared to the baseline score pre-development. However, there are a number of underlying
principles and rules when using the metric:

¢ the use of the metric does not change wider policy or the existing protections
afforded to biodiversity: existing levels of protection afforded to protected species and
to habitats (such as irreplaceable and statutory designated sites) are not affected by the
use of this metric

e the metric sits within a decision framework based on the mitigation hierarchy.* It
informs decision-making where application of the mitigation hierarchy and good practice
principles indicate that compensation for habitat losses is justified

e the metric is a proxy for biodiversity. While it is underpinned by ecological evidence,
the metric measures habitats and is only a proxy for biodiversity. It has been kept
deliberately straightforward to make it of practical use and maintain transparency

e the metric focuses on habitats. It is considered a suitable proxy for widespread species
found in typical examples of different habitats. Scarce and protected species are likely to
need separate consideration to the biodiversity metric

e the metric recognises the importance of place and connectivity. It seeks to enhance
biodiversity in the locality of impacts so far as possible as well as contributing to wider
ecological networks by creating more, bigger, better and joined areas for biodiversity, in
line with the Lawton principles36-37

e the metric is used consistently and informs decisions. Decisions and management
interventions should be based on a consistent use of the metric, as well as expert
ecological advice and other relevant factors (e.g. habitat significance, relevant planning
policies)

e compensation for habitat losses can be provided by creation and by restoration or
enhancement of existing habitats. Measures taken to improve existing habitats must
provide a significant and demonstrable uplift in distinctiveness and/or condition

¢ ‘trading down’ is not permitted. Newly created or restored habitats should result in an
improvement in the extent or quality of the habitat affected. New or restored habitats
should aim to achieve a higher distinctiveness and / or condition than those lost. At no

34 https://www.gov.uk/government/publications/the-green-book-appraisal-and-evaluation-in-central-governent

35 https://www.gov.uk/government/publications/national-planning-policy-framework--2. Please see paragraph 175(a) which states: “if significant
harm to biodiversity resulting from a development cannot be avoided (through locating on an alternative site with less harmful impacts),
adequately mitigated, or, as a last resort, compensated for, then planning permission should be refused”.

36 https://www.gov.uk/government/news/making-space-for-nature-a-review-of-englands-wildlife-sites-published-today
37 https://webarchive.nationalarchives.gov.uk/20130402170324/http://archive.defra.gov.uk/environment/biodiversity/documents/201009space-
for-nature.pdf
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time should compensation measures result in “trading down” of habitat of high
distinctiveness with creation or restoration of a habitat of a lower distinctiveness

differences in size between impacted site and compensation habitat is permitted
using the metric. A difference can occur because of a difference in quality. For example,
if a habitat of low distinctiveness is impacted and is compensated for by the creation of
habitat of high distinctiveness, the area needed to compensate for losses can
theoretically be less than the area impacted. If a habitat of high distinctiveness is lost, a
greater area may be required in compensation to address the temporary loss of habitat
and risk of habitat creation failing (through multipliers in the biodiversity metric)

local and special characteristics need to be considered. Those creating and restoring
habitats should aim to replicate the characteristics of the habitats that have been lost to
achieve a similar community of characteristic species, and to take account of particular
species in a locality that give habitats their local distinctiveness.

The developer conducts a baseline assessment of the development site using a biodiversity
metric. For example, if a developer were to build on 1 ha of woodland the following might apply:

Figure 1: Pre-development biodiversity score

Size of

habitat x | Distinctiveness X | Condition | x Stratgglc X | Connectivity | = Blodlv_ersny
location units
parcel
1.10 .
. 1.15 (high
1 ha X 6 (high) X 3 (good) X (moderate X connectivity) 22.8

significance)

The above is based on principles of the Defra biodiversity metric methodology and is strictly illustrative.

Assuming that the local authority would require developers to provide 10% net gain, the
developer therefore needs to achieve a total of 25 biodiversity units. The developer can
undertake a number of actions to satisfy this requirement including:

changing the spatial configuration of the site to retain more habitat
improving the condition or size of the woodland on site

finding a local site on which to enhance / create equal or more valuable habitat (possibly
another of the developer’s sites)

paying compensation (i.e. a tariff) to a habitat delivery body.

Assuming the developer decides to create compensatory habitat on- or off-site, Figure 2
demonstrates how the risk factor reduces the biodiversity score for the creation of 1 ha of new
woodland habitat with the same attributes set out in Figure 1.

Figure 2: 1 ha of habitat creation of similar quality

Previous score X Ttlar\rr]geetto X Difficulty X Spatial risks = | Biodiversity
(from Figure 1) condition units
0.343 0.67 1 (habitat is
22.8 X (30 years) X (medium) X local to site) 5:2

The above is based on principles of the Defra biodiversity metric methodology and is strictly illustrative.
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The implication here is that for every 1 ha of habitat lost, more than 1 ha of the same habitat
would need to be created to compensate. In this scenario, 4.8 ha of new woodland would be
required to achieve the total biodiversity units owed to achieve a net gain in biodiversity.* It
should be noted that this example describes an atypical (and undesirable) loss of distinctive (but
not irreplaceable) habitat that would in practice likely be avoided, and that the area ratio of 4.8
to 1 is therefore higher than it would be for the loss of less distinctive habitat.

2.3.2 Current policy and practice

Net gain is implemented in various ways by local planning authorities (LPAs).3° In most cases
net gains are sought in a discretionary manner through LPA negotiation, and usually secured
through conditions and Section 106 (S106) agreements.*° This can create uncertainty for
developers, who are unable to plan accurately to meet requirements, and who can face
requests for additional surveys or modifications later in the process due to their unfamiliarity with
local planning approaches.#! This sometimes becomes a protracted negotiation, with staggered
design changes and reporting requirements throughout the scheme’s delivery.

At consultation, two of the significant reasons respondents cited in support of a mandatory
approach (that it will create a level playing field for developers and that consistency could
increase certainty thereby saving time and money) reflect these issues in the current system. An
industry body, reflecting the views of its members, stated the following as part of their written
consultation feedback:

“The virtues of simplicity and consistency in any approach to net gain have been strongly
emphasised, providing potential efficiency savings for developers and consultants. We
agree that the existing system and obligations surrounding biodiversity are unclear and
cumbersome, and we believe current proposals represent a significant improvement.”

To provide consistency, a small number of LPAs, including Warwickshire and Lichfield, have
introduced mandatory net gain policies. Other public and private bodies have also created
voluntary policies.

2.3.2.1 Public infrastructure bodies

Network Rail*> has implemented a net positive biodiversity scheme for their major infrastructure
projects. Examples of application are the Bermondsey Dive Under Project, the Thameslink
programme and a commission for WSP Parsons Brinckerhoff to implement 10% biodiversity net
gain for phase 2 of the East West Rail project. Highways England*® has committed to no net
loss in biodiversity by 2020 and a net gain by 2040.

38 The previous score (22.8) is multiplied by 1.1 to account for 10% net gain, then divided by the biodiversity unit value of 1 ha of newly created
woodland (5.2). Therefore, (22.8*1.1) /5.2 =4.8.

39 Local planning authorities are the public authority whose duty it is to carry out specific planning functions in a particular area. The planning
system includes three tiers of local government in England, but in this instance the focus is on district councils and London borough councils
(whether two tier or unitary authorities) as Local Planning Authorities (county councils, Broads authority, national park authorities and the
Greater London Authority are identified separately).

40 Refers to Section 106 of the Town and Country Planning Act 1990. This is the primary legislation under which local planning authorities are
able to secure planning obligations as a signed agreement between the developer and the LPA.

41 https://webarchive.nationalarchives.gov.uk/20121029113805/http://www.communities.gov.uk/documents/507390/pdf/1436960.pdf. Figure 18
(page 52) highlights a number of factors that affect development management which can cause delays. Those identified by developers include:
authorities seeking unrealistic obligations in Section 106 agreements; capacity of planning departments; and unclear local planning policies.
Those identified by LPAs include quality of applications and capacity of planning departments.

42 https://www.cieem.net/news/161/network-rail-launch-first-net-positive-biodiversity-offset-scheme

43 https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment data/file/441300/N150146 -
Highways England Biodiversity Plan3lo.pdf
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2.3.2.2 Industry

Of the nine largest housing developers (which together account for 52% of residential
completions), six have some form of habitat mitigation and creation policy,* ranging from partial
to comprehensive. These six account for an estimated 29% of residential completions in
England.

Redrow and Barratt have developed net gain policies. Berkley Group# committed in May 2017
to provide on-site net gain in biodiversity, stating that “there will be more nature on every site
afterwards than before we began” and “Of the developments that completed during 2016/17,
86% were on brownfield land and 91% incorporated features designed to enhance ecology”. For
non-residential development, an average 15.4% of sites assessed between 2000 and 2012
achieved BREEAM (Building Research Establishment Environmental Assessment Method)
excellent rating, a score which requires scoring very highly across a range of criteria including
biodiversity.*6

In 2016, Balfour Beatty, Construction Industry Research and Information Association (CIRIA),
Institute of Environmental Management & Assessment (IEMA) and Chartered Institute of
Ecology and Environmental Management (CIEEM) created a set of good practice principles.*’
These emphasise the mitigation hierarchy, funding long-term management, and true
additionality. Balfour Beatty is already applying a net gain model and in April 2018 published A
Better Balance: A Roadmap to Biodiversity Net Gain.*®

A UK Green Business Council (UKGBC) report, ‘Insights into Nature and Biodiversity: Industry
trends, commitments and best practice examples™® features a snapshot of current ecological
metrics; an overview of the UK policy context; and best practice examples of the integration of
biodiversity into development. It also features key learnings from the charity’s Gold Leaf
members, a group of high-profile construction and property businesses committed to being at
the leading edge of sustainability. Headline findings include:

e in 2018, 22% of UKGBC’s Gold Leaf members had a commitment to biodiversity net gain
(up from 9% in 2017)
o 44% of UKGBC'’s Gold Leaf members have a nature and biodiversity strategy in place.

UKGBC also comment that “increased natural space can increase property and land values by
as much as 25%”.%° In addition: “developments with biodiversity strategies have a greater
chance of planning approval from local authorities, enjoy greater inward investment and faster
property sales, and even reduced building energy costs”.

Currently, there is no formal mechanism for monitoring whether net gain negotiated through
planning consents is delivered in practice. There is data on the value of environmental
improvements secured through S106 agreements, worth £115m in 2016-17.5' However, there is

44 Completion figures and policies taken from 2017 annual reports from Barratt, Bellway, Berkley, Bovis, Crest Nicholson and Redrow.
45 https://www.berkeleygroup.co.uk/sustainability/sustainable-development-goals

48 hitps://tools.breeam.com/filelibrary/Briefing%20Papers/BREEAM-Annual-Digest---August-2014.pdf

47 hitps://www.cieem.net/data/files/Publications/Biodiversity Net Gain_Principles.pdf

48 https://www.balfourbeatty.com/media/317352/balfour-beatty-a-better-balance-a-roadmap-to-biodiversity-net-gain.pdf

49 https://www.ukgbc.org/news/ukgbc-launches-insights-into-nature-and-biodiversity-in-built-environment-at-major-industry-event/

50 https://www.ukgbc.org/news/ukgbc-launches-insights-into-nature-and-biodiversity-in-built-environment-at-major-industry-event/
51

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment data/file/685301/Section_106_and CIL research_rep
ort.pdf See Table 3.1.
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no breakdown of this sum by type and location of improvement or on the losses that trigger
these contributions. This means it is difficult to determine whether net gain is delivered or
whether small losses in habitat add up to a significant loss of habitat, both at a local and
national level.

2.3.2.3 International current practice

Currently, 69 countries have a national policy in place or under development for biodiversity
offsetting.5? In 2016 France introduced a law requiring no net loss.5® German law has required
avoidance and mandatory offsetting since 1976.

Several territories in Australia have offsetting laws,* including Victoria’s 14-year-old system of
mandatory traded offset credits. A consultation paper shows that this has improved developer
behaviour - developers cite ‘reducing offset costs’ as a major reason for their actions to
minimise biodiversity impacts.5 Habitat banks sell ‘over the counter’ credits, and developer
reports suggests this has streamlined the process.

Wetland habitat compensation has been mandatory in the USA since 1972. There is a
developed credits-based system with over 1,000 wetland banks. Third parties also help
developers with the offsetting process.%®

2.4 Summary of key issues

The evidence shows a lack of policy certainty and regulatory ‘level playing-field’ for delivering
net gain — that is to say that there is a wide variation in how developers, industry bodies and
LPAs have adopted net gain policies (some have clear policies, while many do not). The
inconsistencies can also create delays and uncertainty for developers. The lack of policy
certainty is specifically cited by planners and ecologists when discussing barrie