5th December 2013

Flooding, risk and flood insurance
Overview
The Government’s Water Bill, currently in front of the public bill committee, introduces a
new flood insurance scheme – called Flood Re – that should protect the millions of British
households at risk of flooding. Friends of the Earth is very concerned that the
Government has explicitly excluded consideration of existing and future climate change
impacts from the design of the scheme. This risks:
Many more households facing unaffordably high flood insurance premiums in
future;
Unacceptably high costs to households and the economy from flood and water
damage.
The costs of flooding to Britain’s economy is already considerable. The economic
losses from the July 2007 floods were estimated to be £3.2bn.1 Flooding on July 20th,
2007 in Gloucestershire alone are estimated to have cost the county £50 million2. Figures
published by the ABI show that the cost of flood damage since 2000 has leapt by 200%
on the previous decade.3
Projections clearly shows that climate change is set to dramatically increase flood
risk. The Government’s own figures show that over the next 15 years alone, a million
more people could be put at significant risk of floods because of climate change.4 The
best insurance policy we have against increased flooding is first to tackle the pollutants
causing runaway global warming. But Britain also needs to be prepared against climate
change impacts already in the pipeline, with flooding foremost amongst these.
This means the Government, and MPs, need to:
Find more money for flood defences – rather than presiding over a real-terms cut
during this Parliament;
Amend Flood Re to ensure the evidence of increased flood risks generated by
climate change are explicitly factored into the scheme;
Put in place a fair, affordable and lasting system of flood insurance that protects
all households from an increasing level of flood risk as climate change worsens.
This briefing is divided into three sections:
1. An overview of how climate change is affecting flood risk in Britain;
2. An analysis of the Government’s Impact Assessment for Flood Re;
3. A critique of the Government’s proposed flood insurance (‘Flood Re’) clauses
recently published for inclusion in the Water Bill, with proposed amendments.

1. Flooding and climate change
Around 5.2 million households are currently at risk of flooding in Britain including 2.4
million exposed to coastal and river flooding, with 3.8 million threatened by surface water
floods. Of these, around 370,000 properties are currently at significant risk of flooding
from rivers or the sea, meaning that they stand a 1 in 75 chance of being flooded.
Estimates of how many homes are at significant risk of surface water flooding have not
yet been made by the Government – the Environment Agency is obliged by EU Directive
to publish new maps showing surface water flooding before the end of 2013, but recently
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delayed publication, for unknown reasons. It is to be hoped they are published soon to
aid scrutiny.
Flood risk is not static. Inappropriate development in the flood plain driven by a
deregulated planning system is one factor. Friends of the Earth uncovered earlier this
year that 4000 properties have been given planning permission in flood-risk areas
between 2008-2013, explicitly against Environment Agency advice5. And, as Defra’s
Climate Change Risk Assessment (CCRA) states, “floods and coastal erosion are
already serious risks in the UK, and they are projected to increase as a result of
climate change.”
Specifically, the CCRA gives the following projections for how many properties in England
and Wales will be at significant risk of flooding in future, factoring in climate change:
During the 2020s – between 475,000 and 825,000 homes
During the 2050s – between 525,000 and 1 million homes
During the 2080s – between 695,000 and 1.085 million homes
But these figures don’t account for population growth – which could push the total at
significant flood risk by 2050 to 1.5 million homes, and 2 million by 2080.6

Chart 1: Number of properties at significant risk of river or tidal flooding over time.
Source: Defra, CCRA, 2012.

2. Analysis of Flood Re Impact Assessment
Defra’s Impact Assessments (IA) for Flood Re fail completely to factor climate change, and
the changing baseline of risk, into provisions for future flood insurance.
The Consultation stage IA (May 2013)7 for Flood Re only mentioned climate change once,
stating: “The analysis of the ‘do nothing’ scenario assumes that flood risk remains the same
over time. It does not… take account of changing flood risk due to deterioration of existing
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flood defences, climate change or development in flood risk areas.” In other words, the
Government’s baseline scenario assumes climate change is not happening, in the face of all
the evidence.
Defra’s final IA (November 2013)8, claims early on that it now “takes account of… the
potential impacts of climate change”. But there is no serious analysis or evidence, simply a
reiteration that “the baseline scenario assumes that flood risk remains the same over time”,
and still does not factor in climate change.
Why? It appears that Defra have made three unreasonable assumptions:
Defra claims “there is too much uncertainty around [the] figures” for future climate
impacts on flooding, and so “they should not be used for policy purposes”. This is
odd, as the figures being drawn on are Defra’s own – taken from the department’s
huge, £3.5m Climate Change Risk Assessment (CCRA)9. The CCRA makes plain the
confidence intervals it ascribes to its different projections, but this makes them more
robust – it does not render them useless for policy formulation. The dynamic nature
of the risk, and the fact it is increasing, is plain enough. Dismissing the Climate
Change Risk Assessment’s figures fails to appraise basic systemic risk.
Defra states that “the government’s intention is to phase out the [Flood Re] policy
over time”, inferring that even if climate change causes more homes to become at
risk of flooding, this will not contribute to spiralling insurance costs. What this in fact
means is that extra homes put at flood risk will simply not be covered by the
insurance scheme.
Finally, Defra claims “as a working hypothesis” that “the effects of climate change
and investments in flood defences are broadly offsetting.” It is demonstrably not
the case that current investments in flood defences are at a sufficient level to
offset the effects of climate change on flooding. The Foresight Programme and
Environment Agency both recommend that flood defence spending needs to rise by
£20million, year-on-year and on top of inflation out to 2030, just to keep pace with
climate change.10 Yet the Coalition has presided over a real-terms cut to flood
defence spending.11
The graph below is taken from the Adaptation Sub-Committee’s Progress Report from June
2012, and shows historic and current levels of flood defence spending.12 Missing from the
graph is the £120m of new flood defence spending announced in November 201213; but
even factoring this in, the Coalition has still presided over a real-terms cut in spending.
Moreover, current spending remains far below what the Environment Agency recommends
in order to keep the number of properties at risk constant (represented in the graph by the
orange dotted line).
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Chart 2: Past, planned and required levels of flood defence spending. Source: ASC
Progress Report 2012.

3. Critique of Flood Re clauses
Friends of the Earth raises the following concerns over the clauses. The numbering
system used here relates to the numbers for the new clauses published on 29th
November 2013.
NC3 (New Clause 3): Makes provisions for a levy to fund the flood insurance scheme,
but leaves it to secondary legislation to define the amount that will be levied. The amount
of money required to insure households will clearly be greater once climate change is
factored in, as opposed to simply assuming that the baseline of risk remains static. There
should be clear parliamentary oversight and an independent monitor of the levies to fund
the flood insurance scheme.
NC4: Sets out how the current arrangements will “transition to risk-reflective pricing of
flood insurance over time”. Essentially this means that, after the Flood Re insurance deal
expires around 2039 (see below), households then at higher risk of flooding will have to
pay far more for flood insurance. Yet as Defra’s CCRA shows, climate change will also
have increased flood risk significantly by this point. It is unclear whether the Government
is purposefully committing future generations of Britons to unaffordable flood insurance
premiums, at a future date when climate change will be making flooding much worse. If
the Government is seeking to deter the purchase and building of homes in flood-risk
areas, it should do so through strengthening the planning system, and ensuring the
advice of the Environment Agency is always heeded by developers and Local Authorities
have the power to refuse inappropriate development in flood risk areas.
NC8: Allows the Environment Secretary to set a target number of registered households
to be covered against a set definition of flood risk. This is a crucial clause that will define
the number of households who will be covered under Flood Re. In the initial
Memorandum of Understanding between the Government and the insurance industry
over Flood Re, mention is made of the “ABI’s best estimate” that around 500,000
households are expected to be included in the scheme.14 But as discussed earlier,
Defra’s Climate Change Risk Assessment suggests as many as 825,000 homes could be
at significant flood risk during the 2020s. It is therefore crucial that climate risks are
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properly factored in to Flood Re and the scheme be made responsive to a shifting
baseline of risk. This could be done in a number of ways, such as:
For a duty to be placed on the Secretary of State take into account the latest
evidence on households at flood risk.
For a duty to be placed on the Secretary of State to require the advice of the
Committee on Climate Change’s Adaptation Sub-Committee in determining this
target number, in order for climate change to be factored in to the definition of
flood risk.
For the Secretary of State to be obliged to review this target number regularly, to
take account of changes in flood risk as climate change progresses. A sensible
review schedule would be each time the UK Climate Change Risk Assessment is
updated, every five years.
NC11: Enables homes built after a certain date to be excluded from insurance cover
under Flood Re. The date is not defined in the clause, but is to be set in secondary
legislation; the original MoU over Flood Re stated that properties built since January 2009
would be excluded from the scheme.15 Once again, a better and fairer way to deter
inappropriate development is through the planning system. There is no financial incentive
for developers to stop building in floodplains – once they have sold the properties they
have no further involvement and it is the householder who is left with the risk and the
cost. This is an example of how a market does not deliver what is best for households in
Britain, and why planning is so important to get the right development in the right place.
NC20: Establishes that the Flood Re insurance scheme will expire 25 years after the date
it is passed on – so if passed next year, the scheme would end in 2039. After this, flood
insurance provisions would revert to a ‘risk-reflective’, free market system, as related
above (see NC4). Given that climate change impacts are set to increase the Government
is failing to take responsibility as a government to protect households in Britain.

Contact
Guy Shrubsole, climate & energy campaigner, Friends of the Earth. Email:
guy.shrubsole@foe.co.uk.
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