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EXECUTIVE SUMMARY

INTRODUCTION

In June 2000, Risk & Policy Analysts Ltd (RPA) was commissioned to carry out a study
to develop arisk assessment method for use in connection with the local air pollution
control regime (LAPC). The study was commissioned by the Department of the
Environment, Transport and the Regions (now the Department for the Environment, Food
and Rural Affairs, DEFRA) in partnership with the National Assembly for Walesand the
Department of Trade and Industry (DTI). The background to the study was a wish to
target regulatory effort more effectively and efficiently, and to provide a basis for an
amended charging scheme.

Stage 1 of the study, completed in November 2000, involved eval uation of arange of risk
assessment methods in use for environmental protection and in other fields. Four
possible risk assessment methods for LAPC were developed. These varied in their
complexity and the length of time and expert judgement required to apply them. They
also varied in the relative importance given to the two key attributes of processrisk; the
inherent environmental impact of a process and the operator’ s performancein managing
environmental pollution. The output of each of the methods was an assessment of the
‘regulatory effort’ required by each process'. Regulatory effort can be linked to the cost
of regulation, in terms of inspector time, which in turn can be used to determine thelevel
of charges payable.

Following consultation with industry, local authoritiesand central government, the costs
and benefits of each of the methods were assessed. This assessment addressed their
potential impacts on regulator and industry costs, their replicability, given the large
number of different local authorities with regulatory responsibilities and the extent to
which they provide an incentive for more efficient regulation and improved
environmental performance. On the basis of this analysis, one of the methods was
selected as most appropriate for use in the context of LAPC.

Stage 1 of the study concluded that arisk based method for LAPC would have benefits
both for local authorities and for regulated businesses. The selected method was
recommended for further evaluation of its use as a risk assessment method for LAPC,
with the proviso that an improved method of ranking the inherent environmental risk of
processes should be devel oped?. The Department formally consulted on the proposed risk
assessment method from November 2000; responses were received from over 20
organisations, including trade associations representing LAPC process

Theterm ‘regulatory effort’ refersto thetime taken to regulate a process that i s dependent upon the process
characteristics. This includes both the time spent on inspections and time in the office preparing for
inspections, writing reports and reviewing data supplied by process operators.

Risk & Policy Analysts Ltd (2000): Risk Assessment Method for Local Air Pollution Control: Final
Report, prepared for the Department of the Environment, Transport and the Regionsin partnership withthe
National Assembly for Wales and the Department of Trade and Industry, October 2000 (available at
http://ww.defra.gov.uk/environment/ai rquality/riskam/index.htm).
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operators. Respondents generally supported further evaluation of arisk based method
and some made suggestions for issues that the pilot trial should address. These
suggestions were taken into account in designing the pilot trial.

In response to the recommendations of the Stage 1 study and the responses to
consultation , the Department convened an Advisory Panel on Risk Ranking (APRR),
with the task of agreeing a ranking for process categories based on their inherent
environmental impact potential. The panel consisted of six inspectorswith experiencein
regulating a wide range of processes, drawn from different authorities to provide a
balance of views and avoid any appearance of bias. The panel aso involved the
Department’s local authority unit. Consultation on the APRR ranking was carried out
with industry associations and other relevant parties during March 2001. Following
receipt of comments, afinal version of the ranking was agreed by the panel.

2. TRIAL OF THE RISK BASED METHOD

The aim of Stage 2 of the study was to establish whether the method recommended in
Stage 1, incorporating the revised risk rating developed by the APRR, provided a
practical basisfor work planning and eventual charging for LAPC. Thetrial aso sought
to establish the method’ s benefits and di sadvantagesin compari son with current practice.
Work on Stage 2 of the study beganin May 2001, with the selection of the 14 authorities
tocarry out thetrial. Selection criteriawere set to ensure that authoritieswithin thetrial
were reasonably representative of the population of authorities within England and
Wales. The criteriawere:

numbers of processes regulated under LAPC (to include authorities with both large
and small numbers of processes within their responsibility);

geographical spread (covering all main regions of England and Wales); and

types of authority (including unitary authorities, district councilsand at | east one Port
Health Authority).

Thetrial ran from July 2001 to the end of November 2001. At the commencement of the
trial, each of the participating authorities was presented with an information pack
outlining the purposes of thetrial, therole of participants and containing adescription of
the method and various feedback forms. The trial protocol set out seven steps that
participating authorities would be required to undertake:

1. ldentify up to 50 processes, depending upon the number of processesregulated under
LAPC, to which the risk based method can be applied. No more than 20% of these
should be of the same process type.

2. Score each of the selected processes using the method, based on information held in
the files together with officers' knowledge of the process.

3. Complete a scoring feedback form, which asks questions about the scoring process
and its results.
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4. Use the score sheet as a basis for discussion with operators during visits. Show the
completed score sheet to the operator and di scuss the scores with them, together with
any action that could be taken to reduce their scores and risk category.

5. Ask each operator visited to compl ete a Process Operator feedback form, which asks
guestions about the Process Operator’ s views of the risk based method.

6. After each visit, complete apost-visit feedback form. Thisasks questions about use
of the score sheet during the visit and about whether views on the results of the
method have changed following the visit.

7. Provide genera feedback at the end of thetrial.

The trial protocol was designed to be self-explanatory, and no additional training was
provided to participating authorities. However, ahel plinewas maintained throughout the
trial to assist with any queriesarising. All such queriesand commentswerelogged. Each
of the feedback forms also contained provision for inspectors or operators to add their
general comments on the method and/or the trial in general. Trade Associations
representing operators of LAPC processes were informed that the trial was taking place
and of which authorities were participating in the trial. The operator feedback form
encouraged operators to provide a copy of their completed form to their trade
association. Trade Associationswere encouraged to contact RPA with any viewson the
trial, and/or to co-ordinate the responses of their members.

In order to obtain general feedback from trial participants, and to examinewaysinwhich
the risk-based method could be improved, afeedback workshop washeld in January 2002
to which the participating authorities, representatives of DEFRA, the DTI, the
Environment Agency and the devolved administrations were invited.

RESULTSOF THE TRIAL

Authorities participating in the trial applied the method to a tota of 173
processes. During the trial, visits were made to 141 of these processes and 96 of the
process-operators visited compl eted feedback forms. The 173 processes covered by the
trial included atotal of 39 different processtypes. Theresultsof feedback fromthetrial
aresummarised in Tables 1,2 and 3. In addition, one authority that was not involved in
the trial has independently implemented the risk assessment method initsregion. The
method was applied to all LAPC processes regulated by the authority, over 100.

The distribution of scores awarded during the trial was analysed. The Environmental
Impact Appraisal (EIA) scores were distributed roughly evenly around the mid-range
value. However, the distribution of the Operator Performance Appraisal (OPA) scores
was skewed heavily towards the low end of the range, representing a high level of
performance (a zero score reflects full compliance and no complaints or enforcement
action). The range of scores was generally higher for the OPA components than for the
EIA components. Intotal, 55% of processesfell intothe‘low’ regulatory effort category,
42% into the ‘medium’ category and only 3% into the ‘high’ category.
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There were eight process types to which the risk assessment method was applied by five
or more authorities. The EIA component of the score for a particular process type was
fairly similar across authorities, whereas the OPA component was much more
variable. Because of the small size of the sample for each processtype, it isdifficult to
determine whether the variation in OPA scoresreflected alack of consistency in scoring
or genuine variations in operator performance between authorities. However, no
authority appeared consistently to award higher OPA scores than the others.

Table 1. Overview of Scoring Feedback Results

Question Answers Number Per cent
15 minutes 120 70.6%
1. How long did it take to apply the risk-based < 15 minutes 20 12.9%
method to the process?
>15 minutes 28 16.5%
No 49 28.8%
2. Was all the information needed readily available
Yes 121 71.2%
3. Wastherisk category in line with inspector’s No 24 14.3%
knowledge of the risks? Yes 144 85.7%
Less 23 13.7%
4. How did the regulatory effort indicated by the
risk category compare to that currently spent? More 32 19.0%
Same 113 67.3%

Numbers of responses do not always add up to the total, not all questions were answered in every case

Table2: Overview of Post-visit Feedback Results

Question Answers Number Per cent
1. Did the method form a useful basis for discussion No 7 5.0%
with operator? Yes 134 95.0%
2. Did the method omit any significant areas No 120 85.7%
affecting regulation? Yes 20 14.3%
3. Did the inspector wish to amend any scores No 118 83.7%
following visit? Yes 23 16.3%
4. Following the visit, was the risk category in line No 22 16.1%
with inspector’s knowledge of the risks? Yes 115 83.9%
Less 22 15.7%
5. Following the visit, how did the suggested 0
regulatory effort compare to that currently spent? More 3 23.0%
The same 85 60.7%
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Table 3: Overview of Operator Feedback Results

Question Answers Number Per cent
1. Did the method form a useful basis for No S 5.2%

discussion with inspector? Yes 91 94.8%
2. Does the risk category reflect the No 12 12.5%
resources required to regulate the process? Yes 84 87.5%
3. Could any actions be taken to allocate No 62 65.3%
processto alower category? Yes 33 34.7%

FEEDBACK FROM THE TRIAL

The comments and queries received from participants and others during the trial were
collated and formed an input to discussion at the post-trial Feedback Workshop. The
comments received from participants (and the other local authority applying the method)
fell into four main types:

suggestions and questions on application of the method in general, including
exclusion from the method of processes to which a lower charging rate currently
applies because of their low risk;

comments and queries on specific aspects of the regulatory impact assessment and
operator performance assessment including addition or modification of components
and adjustment to weighting;

comments on the suitability of the scoring system and the categorisation of processes,
including amendments to category boundaries; and

views on how the method could be applied in practice, including the need for
additional guidance on some aspects of the method.

These comments were discussed extensively at the workshop; the sensitivity of the
method to proposed changes were assessed and appropriate amendments to the method
were made.

Despite Trade Associations being informed about thetrial and invited to comment, and
operators encouraged to copy their feedback forms to their associations, only two
comments were received from trade associations. One trade association, representing
process operators, was concerned that the tria’s coverage of heavily industrialised
authoritieswaslimited, as none of its memberswerelocated in authorities covered by the
trial. The association believed this could makethetria unrepresentative. Our responseto
this comment isthat, although this particular process sector was not included within the
trial, similar processes were represented. It therefore seems unlikely that the chance
exclusion of one process type will significantly bias the trial findings.
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Another trade association, representing pollution control equipment manufacturers, was
concerned that the risk-based method could lead to a dilution of regulatory effort, with
processes ranked as low risk believing that regulatory compliance was no longer
necessary. In response to these concerns, ameeting was held with the trade association to
explain the objectives of the risk based method further. Thetrial resultsindicate that the
method provides an incentive, rather than a disincentive for improved performance by
operators. However, it was agreed that it would be helpful to include guidance in the
method on the continued need for regular inspection of al processes.

5. CONCLUSIONSAND RECOMMENDATIONS
The main conclusions that can be drawn from the trial are that:

in general, the trial provided an effective basis for testing the practicality of the
method and suggesting improvements;

the method is practical and simple to use and covers the key risk areas;

the method has the potential to achieve benefits in terms of reduced burdens on
regulators and industry, improved consistency, transparency and value for money and
providing an incentive for improved performance; and

the method is unlikely to have a disproportionate impact on small and medium
enterprises.

The practicality of the method was demonstrated by the responses from inspectors and
operators received during the trial and the subsequent discussions at the workshop. It
requires little training to use, takes only ashort period of timeto apply and relieslargely
on information already available to the authorities. It also covers the key areas of risk
posed by LAPC processes, providing arobust basis for evaluating overall risk.

Thetrial demonstrated that the method has the potential to achieve the benefits of arisk-
based approach identified at the outset of thetrial. These were:

a reduced burden on local authorities, enabling more effective delivery of their
obligations under the best value regime, without loss of environmenta protection;
reduced regul atory burden on business through targeting of resourcesto those which
pose most of arisk (whilst retaining proper environmental regulation), without |oss of
environmental protection;

an incentive for improved environmenta performance;

improved transparency and vauefor money for regulated busi nesses, sinceregul atory
effort and fees would better reflect the risk to air pollution posed by individual
processes or process categories; and

improved consistency in regulation.

On the basis of these conclusions, anumber of recommendati ons were made on how the
risk-based method could be taken forward. Recommendations concerning suggested
amendments to the method were to:

-Vi -
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exclude small waste oil burners and unloading of petrol at service stations from the
risk assessment method (Scenario B);

keep the scorefor Component 1 (inherent environmenta impact) unchanged (changes
to the score for this component comprised Scenario C, which has not been taken
forward);

increase the maximum score of Component 5 (compliance assessment) from 40 to 50
(Scenario F);

add an additional element, breach of authorisation not leading to formal action, to
Component 5 (Scenario F);

keep the scorefor failureto monitor in line with the authori sation (part of Component
6 on maintenance, monitoring and records) unchanged;

modify the score for management systems to subtract five points for presence of a
system rather than adding five points for its absence (Scenario E); and

modify the score boundaries between regulatory effort categories so that processes
scoring below 40 points are classified aslow risk and those above 80 points as high
risk (Scenario D).

These changes have been incorporated into the final version of the method. Table 4
summarises the implications of each of those possible changes, and combinations of
changes, for the distribution of the trial processes between the regulatory effort
categories. The combination of ScenariosB,D,E and F representsthefinal version of the
method. Scenario C, changesto the scorefor Component 1, wasrejected and istherefore
not included in the table below.

Table4: Distribution of Categories Following Suggested Changesto the Method

Scenarios Low Medium High
A 55% 43% 3%

B 49% 47% 3%

D 34% 55% 11%

B and D 31% 56% 13%
Band E 56% 37% 7%

B ,D and E, 42% 47% 10%
B,D,EandF 41% 48% 11%

Scenario A: the original method; Scenario B excludes processes with PG Notes PG1/1 and PG1/14;
Scenario D: revised boundaries risk categories (<40, 40-80 and >80 points for high, medium and low
respectively); Scenario E: -5 awarded where an appropriate management systemis present (rather than
+5 if not present); Scenario F: maximum score for Compliance Assessment increased to 50 points
(instead of 40) and an element for “breach of authorisation not leading to formal action” added
(estimated assuming that this change will move 2% of processes from low to medium category and 1%
from mediumto hig)h.

Our recommendations on application of the method in practice are that:

the method should be rolled out to al local authorities responsible for LAPC to
provide abasis for planning of regulation;
scores should be reviewed on aregular basis and discussed with process operators;

- Vii -
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DEFRA should review thedistribution of risk categoriesamongst local authoritiesto
identify any apparent inconsi stencies and to check the appropriateness of boundaries;
local authorities should investigate opportunitiesfor co-operation in application of the
method;

consideration is given to maintaining aminimum inspection frequency regardless of
risk category; and

DEFRA should modify its methods for measuring the performance of local
authorities to take account of the method.

Our recommendations on linking the method to charging are that:

the method should be linked to charging by increasing or reducing the current
subsistence charge for high and low risk processes respectively. The extent of
reduction or increase will need to be eval uated, based on practica experiencewiththe
method; and

application of the method should not be delayed until legidationlinking it to charging
can be adopted; theinterim period should be used to monitor theimpacts and provide
asound basis for a future charging regime.

We aso recommend that DEFRA examines the options for a more sophisticated
performance measurement system, based on the method, than the current measure of
numbers of visits per process per year. Measurement options include:

whether the method has been applied to al relevant processes regulated by the
authority;

whether rankings have been reviewed at |east annually;

whether scores have been discussed with process operators; and

how many visits have been made to low, medium and high ranked processes.

- Viii -
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1.

11

12

INTRODUCTION

Background

In June 2000, Risk & Policy Analysts Ltd (RPA) was commissioned by the Department
of the Environment, Transport and the Regions (now the Department for Environment,
Food and Rural Affairs, DEFRA) in partnership with the National Assembly for Wales
and the Department of Trade and Industry (DTI) to carry out a study to develop arisk
assessment method for use in connection with the local air pollution control regime
(LAPC). The background to the study was a wish to target regulatory effort more
effectively and efficiently and to provide abasis for an amended charging scheme. The
potential advantages of such arisk-based scheme include:

a reduced burden on local authorities, enabling more effective delivery of their
obligations under the best value regime, without loss of environmenta protection;

reduced regul atory burden on business through targeting of resourcesto those which
pose most risk, whilst retaining proper environmental regulation;

an incentive for improved environmental performance;

improved transparency and value for money for regulated businesses, sinceregul atory
effort and fees would better reflect the risk to air pollution posed by individual
processes or process types; and

improved consistency in regulation.

Outputsof Stage 1

Stage 1 of the study, completed in November 2000, involved eval uation of arange of risk
assessment methodsin usefor environmental protection andin other fields. Criteriathat
could be used for LAPC processes were then considered, taking into account the many
variables in the LAPC system and differences between LAPC and other fields.

Four possiblerisk assessment methods were devel oped, which variedin their complexity
and the length of time and expert judgement required to undertake the assessment. They
aso varied in the relative importance given to the two key attributes of processrisk; the
inherent environmental impact of aprocess and the operator’ s performance in managing
environmental pollution. The output of each of the methods was an assessment of the
‘regulatory effort’ required by each process. Theterm ‘regulatory effort’ referstothetime
taken to regulate a process that is dependent upon the process characteristics. This
includes both the time spent on inspections and time in the office preparing for
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inspections, writing reports and reviewing data supplied by process operators'.
Regulatory effort can belinked to the cost of regulation, in termsof inspector time, which
in turn can be used to determine the level of charges payable.

A seminar attended by representatives of industry, local authorities and central
government was held to discuss the potential application of these methods and to
consider which might prove the most suitable. The costs and benefits of each methods
were assessed in terms of their potential impacts on regulator and industry costs, their
replicability, given the large number of the different local authorities with regulatory
responsibilities and the extent to which they provide an incentive for more efficient
regulation and improved environmental performance. On the basis of thisanalysis, one
of the methods was selected as most appropriate for use in the context of LAPC.

Stage 1 of the study therefore concluded that arisk based method for LAPC would have
benefits for both local authorities and regulated businesses. The selected method was
recommended for further evaluation of its use as a risk assessment method for LAPC,
with the proviso that an improved method of ranking the inherent environmental risk of
processes should be devel oped?. The Department formally consulted on the proposed risk
assessment method from November 2000; responses were received from over 20
organisations, including trade associations representing LAPC process operators. The
main comments included within the responses are summarised in Table 1.1 (some
respondents made no comments).

Respondents generally supported further evaluation of a risk based method and some
made suggestions for issues that the pilot trial should address. These suggestions were
taken into account in designing the pilot trial. Where apreference for aparticular method
was stated, Method 3 was generally the onepreferred. Detailed comments on the methods
varied; the most common comment was the need for further refinement of the inherent
risk rating of processes and for the scale of processes to be taken into account in this
rating. This issue was addressed by the setting up of an expert panel, described
below. Otherwise, the main recommendationsfrom the consultation concerned the need
for additional guidance on use of the method to help ensure consistency in its
application. Thiswastaken into account in development of thetrial protocol, described
in Section 2 of this report. Other, more general comments for the consultation were
addressed, together with comments received during the trial, at the post-trial workshop
described in Section 4 of this report.

The Stage 1 report assumed that high risk processeswould require 50% more time to regul ate than medium
risk processes and low risk processes 50% lesstimeto regulate. Rangesfor thetimerequired for regulation
of aprocesswereidentified from previouswork for DEFRA by KPM G on time spent on LAPC regulation
and from the Local Government Association’s estimates of the time required for effective regulation.

Risk & Policy Analysts Ltd (2000): Risk Assessment Method for Local Air Pollution Control: Final
Report, prepared for the Department of the Environment, Transport and the Regionsin partnership with the
National Assembly for Wales and the Department of Trade and Industry, October 2000 (available at
http://www.defra.gov.uk/environment/airqual ity/riskam/index.htm).
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Table 1.1: Summary of Responsesto Consultation on Stage 1 Report

Type of Support Risk Suggestions for Comments
Organisation Based Approach ? M odification
Local Authority | Yes Final model should take account of large
number of processes; suitable guidance should
be provided for itsintroduction
Trade Yes (withcaveat) | Take account of | Reliance on imprecise baseline flawed. Need
Association evidence of reducing | mechanism to ensure uniformity across LAs
VOC usage
NGO Interesting and informative report
Trade No — will lead to | Flat rate chargesystem | Unhappy that risk-based methods involve an
Association increased costs preferable, with | element of ‘rough justice’; concerned about
discounts for | baseline risk rating; more account should be
accredited EMS taken of EMS
Trade Yes (Method 3) Coatings manufacture and coatings use should
Association not be awarded the same risk rating
Local Authority | Yes (with Concerns regarding transparency, regulatory
comments) burden and consistency of regulation
Environment Yes (Method 3) Scaleof impact should | Trial needs to address consistency, ability of
Regulator be taken into account | process operators to take action to reduce
overall ranking, regulatory effort and training
needs to implement the method
Local Authority | Yes(Method 4) Suggests minimum inspection frequency is
maintained. Greater clarification needed on
compliance assessment
Environment Yes (Method 3) Experience shows the benefits of a risk-based
Regulator approach. Essential to include arange of Las
inthe pilot tria
Local Authority | Yes Trial should not be limited to authorities
carrying out cost accounting
Local Authority | Yes(Method 3) Need for flexibilityon | Need for extensive field-testing before
management systems; | charging is linked to the method. Compliance
they are problematic | assessment scores will be affected by LA’s
for SMEs enforcement policy. Needsrevised risk rating.
Guidance needed on minimum inspection
frequency
Local Authority | Yes Time taken to complete Method 3 could exceed
15 minutes. Guidance needed ion minimum
inspection freguency
Trade Yes (Method 3) Happy that report recognisesthat EM S are not
Association alwaysrelevant to SMEs. Method 3 could lead
to inconsi stencies — guidance should be given.
Need for expert panel on risk rating
Trade Comments regarding risk rating of its
Association members processes. Concern that companies
will be penalised when residential areas are
developed adjacent to existing sites
Local Authority | Yes Should takeaccount of | Should not award points for upgrading before
process scale PGN deadline or for exceeding BATNEEC.
Concerns over risk rating. Need for more
guidance on using the method
Local Authority | Yes(Method 3) Conclusions sound on al four methods.

Questionstime required to complete Method 3

Page 3
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1.3

In response to the recommendations of the Stage 1 study and the responses to
consultation , the Department convened an Advisory Panel on Risk Ranking (APRR),
with the task of agreeing aranking for processes based on their inherent environmental
impact potential. The panel consisted of six inspectors with experience in regulating a
wide range of processes, drawn from different authorities to provide a balance of views
and avoid any appearance of bias. The panel aso involved the Department’s local
authority unit. Consultation on the APRR ranking was carried out with industry
associations and other relevant parties during March 2001. Following receipt of
comments, a final version of the ranking was agreed by the panel. The work of the
APRR is described further in Annex 5 to this report.

Objectives of Stage 2

Following finalisation of the APRR ranking, and having taken account of the responsesto
consultation on the Stage 1 report, Stage 2 of the study commenced. The objective of
Stage 2 was to carry out full testing of the method on alarger number of processes than
had been possible during Stage 1 of the study. The am of Stage 2 was to establish
whether the method recommended by Stage 1, incorporating the revised risk rating
developed by the APRR, provides a practical basis for work planning and eventual
charging for LAPC, to establish its benefits and disadvantagesin comparison with current
practice and in addition to determine:

whether the alocation of scores between high, medium and low risk categoriesis
appropriate;

what intervals are appropriate for revision of risk assessments;

the costs and benefits of the method across a range of authorities with different
characteristics; and

the applicability of the method across different process types.

The approach adopted for thetrial isdiscussed in Section 2 of thisreport, whilst thetrial
findings are outlined in Section 3. Section 4 describes feedback received during thetrial
from participants and other interested parties and analyses the implications of suggested
changes to the method. Section 5 presents conclusions and recommendations on the
application of the risk assessment method in practice.
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2.1

2.2

TRIAL OF THE RISK BASED METHOD

Selection of Participating Authorities

Work on Stage 2 of the study, comprising practical evaluation of the selected risk
assessment method, began in May 2001, with selection of the 14 authoritiesto carry out
the trial. Within the resources available for the trid, it was decided that 14 authorities
would give a sufficiently broad indication of the method’ s applicability.

Selection criteria were set to ensure that authorities within the trial were reasonably
representative of the population of authorities within England and Wales. The criteria
were:

numbers of processes regulated under LAPC (to include authorities with both large
and small numbers of processes within their responsibility);

geographical spread (covering all main regions of England and Wales); and

types of authority (including unitary authorities, district councilsand at | east one Port
Health Authority).

Using these criteria, three lists of 14 authorities were randomly selected on a stratified
basis by the Department’s statistical division from its database of authorities. These
comprised amain list and two reservelists. Each of the authorities on the main list was
then contacted by letter from the Department (addressed to the Head of Pollution Control)
and asked whether they wished to participatein thetrial. Theletterswerefollowed up by
telephone callsby RPA. If the selected authority did not wish to participate, an authority
from the reserve list with the same characteristics was contacted and asked to join the
trial. If the second authority declined, an authority from the second reserve list with the
same characteristics could be contacted. In the event, it proved unnecessary to contact
any authorities from the second reserve list and 14 authorities were recruited to the trial
from the main list and first reserve list.

Operation of the Trial

Thetria ran from July 2001 to the end of November 2001. At thecommencement of the
trial, each of the participating authorities was presented with an information pack
outlining the purposes of thetrial, the role of participants and containing description of
the method and variousfeedback forms. Thisinformation pack isreproduced in Annex 2
to thisreport. The pack comprised:

the trial protocol, setting out the background to the trial and the tasks that trial
participants would be required to undertake;

adescription of the method;

ascore shest;
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a scoring feedback form;
apost visit feedback form; and
an operator feedback form.

Thetria protocol set out seven steps that participating authorities would be required to
undertake. These are summarisedin Table 2.1.

Table2.1: Stepsfor Participating Authoritiesto Undertake During the Trial

1. Identify up to 50 processes, depending upon the number of processesregulated under LAPC, to which
the risk based method can be applied. No more than 20% of these should be of the same process
type.

2. Score each of the selected processes using the method, based on information held in your files
together with officers' knowledge of the process.

3. Complete a scoring feedback form, which asks questions about the scoring process and its results.

4. Usethe score sheet asabasisfor discussion with operators during visits. Show the completed score
sheet to the operator and discuss the scores with them, together with any action that could be taken to
reduce their scores and risk category.

5. Ask each operator visited to complete a Process Operator feedback form, which asks questions about
the Process Operator’ s views of the risk based method.

6. After eachvisit, complete apost-visit feedback form. Thisasksquestionsabout use of the score sheet
during the visit and about whether your views on the results of the method have changed following
the visit.

7. Provide genera feedback at the end of the trial

The tria protocol was designed to be self-explanatory, and no additional training was
provided to participating authorities. However, ahel plinewas maintained throughout the
trial to assist with any queriesarising. All such queriesand commentswerelogged. Each
of the feedback forms also contained provision for inspectors or operators to add their
general comments on the method and/or the trial in general.

During operation of the helpline, there were 27 occasions where issues required
clarification. In around two thirds of these, authorities required clarification on the
application of the method. The other third were queries from RPA on the way in which
the scoring had been interpreted and undertaken. The most common query concerned
how an ‘ appropri ate management system’ should be defined, other queriesareoutlinedin
Section 4. These queries were received by a combination of telephone, e-mail and fax
and were generally responded to on theday of query. Thequeriesraised indicated severa
areas where additional guidance or refinement may be needed; these are addressed in
Sections 4 and 5.

Trade A ssociations representing operators of LAPC processeswereinformed that thetrial
was taking place and of which authorities were participating in the trial. The operator
feedback form encouraged operators to provide a copy of their completed form to their
trade association. Trade Associations were encouraged to contact RPA with any views
on thetrial, and/or to co-ordinate the responses of their members.
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2.3

The Feedback Workshop

In order to obtain general feedback from trial participants, and to examinewaysinwhich
the risk-based method could be improved, a feedback workshop was held in January
2002. All participating authorities were invited to the workshop, together with
representatives of DEFRA, the DTI, the Environment Agency and the devolved
administrations. Prior to the workshop, invitees were provided with a preliminary
analysis of the results of the trial, together with a list of questions to consider. These
guestions are reproduced in Table 2.2.

Theworkshop included discussion of the general merits and disadvantages of the method,
the details of the approach to environmental impact appraisal (EIA) and operator
performance appraisal (OPA), the suitability of the scores and relative weights and the
risk categories and the use of the method in practice. The conclusions of the workshop,
together with other feedback received during thetrial, and theimplicationsfor use of the
risk-based method in practice are discussed in Section 4 of the report.

Some participating local authorities were unable to attend the workshop. These
authorities were provided with the presentation material from the workshop and lists of
discussion topics, and asked to provide any additional feedback they might have by
telephone or in writing.

Table 2.2: Questionsfor Consideration at the Post-Trial Workshop

General Value of the Method
What were the main advantages and drawbacks of the method?
Doesit provide the basis for more effective management of LAPC regulation within your authority?
Would the method provide a basis for charging that is acceptable to operators?

Adequacy of Guidance
Did the method description provide sufficient information to apply the method effectively?
Woas the basis of the method readily understandable by Inspectors?
Were there particular aspects of the method where more guidance would have been hel pful ?
Would more training have enabled you to use the method more effectively?

Wider Application of the M ethod
How frequently, and on what basis, should process scores be reviewed?
Should operators be able to request a review of their scores? If so, what would the resource
implications of this be?
How can consistency of scoring between authorities best be ensured?
What are the overall implications of the risk-based method for local authority resources and
prioritisation, including the need to monitor regulatory effort against risk category?
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31

ANALYSISOF INITIAL TRIAL RESULTS

Overview

Authorities participating in the trial applied the method to a total of 173
processes. During the trial, visits were made to 141 of these processes and 96 of the
process-operators visited compl eted feedback forms. Table 3.1 summarisesthe number of
processes to which the method was applied and the number of feedback forms received
from authorities and from process operators.

Table 3.1: Summary of Feedback Received During the Trial

Number of processesincluded in the trial 173
Score sheets returned 183 *
Scoring feedback forms returned 170
Post-visit feedback forms returned 141
Operator feedback forms returned 96

* Includes forms for 10 processes where scores were amended following the inspector’ s visit

The 173 processes covered by the trial included a total of 39 different process
types. Annex 3 provides a list of the types of processes assessed by each of the
authorities. Thetotal number of processesincluded by each of the authoritiesisdetailed
in Figure 3.1.

30

25

20

15

10 ~

Number of Processes

1 2 3 4 5 6 7 8 9 10 11 12 13 14
Authority Number

Figure3.1: Numbersof Processes|ncluded by Each Authority (total 173)
The following sections provide an overview of the feedback received from authorities

following desk-based scoring and visits to processes (at which the method was
discussed), and feedback from process operators on therisk based method. The overall
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3.2

321

distribution of scores and associated regul atory effort categoriesisthen analysed and the
scores awarded across the authorities are compared. Finally, abrief overview of results
from another authority that has implemented the risk assessment method (outside the
trial) is provided. The implications of the feedback received for the method, together
with comments made during the trial and at the post-trial workshop, are discussed in
Section 4 of this report.

Feedback on the Method
Feedback on Scoring from Local Authority Inspectors

Table 3.2 presents an overview of the results from the inspectors on the scoring process
(acopy of the feedback form for scoring is provided in Annex 2).

Table 3.2: Overview of Scoring Feedback Results

Question Answers Number Per cent
About 15 minutes 120 70.6%
1. How long did it take to apply the . o
risk-based method to the process? Below 15 minutes 22 12.9%
Over 15 minutes 28 16.5%
2. Was all the information needed No 49 28.8%
readily available Yes 121 71.2%
3. Was therisk category in line with No 24 14.3%
inspector’ s knowledge of the risks? Yes 144 85.7%
0,
4. How did the regulatory effort Less 23 13.7%
indicated by the risk category compare More 32 19.0%
to that tl t?
0 et Uty spen Same 113 67.3%

Note: Numbers of responses do not always add up to the total, since responses were not received for

certain questionsin a few cases.

In addition:

for question 1, there was no apparent link between the amount of time taken to
complete the risk assessment method and either the overall score awarded or the
environmental impact score for the process;

inrelation to question 2, the main types of information that were not readily available
concerned parts 5 and 7 of the method (procedures and systemsin place on site); and

in relation to question 3, around two thirds of inspectors who thought the method
placed the process in the wrong category ( 15 inspectors) thought the method placed
the processin ahigher risk category than their knowledge of the risks indicated.

Page 10




Risk & Policy Analysts

For question 4, local authoritieswere asked to compare the current time spent regul ating
each process with the regulatory expected to be required for high, medium and low-
ranked processes. Ranges for regulatory effort, in terms of hours per process per year,
were derived during the Stage 1 study. They were based on the assumption that high risk
processes would require 50% more time than medium risk processes to regulate whilst
low risk processes would require 50% less. Because of the limited devel opment of cost
accounting for LAPC amongst local authorities, thereislittlereliable dataon current time
inputs for regulation. A 1999 KPMG survey for DEFRA suggested that, on average,
there were 83 authorised LAPC processes per full-time equivalent (FTE) EHO. On the
assumption of an average of 1500 hours per FTE per year, thisgivesan annua time-input
per process of 18 hours. By contrast, the Local Government Association (LGA)
estimated that a level of 50 processes per FTE was required for effective regulation,
equivaent to 30 hours per process per year. On this basis, the suggested ranges for
regulatory effort for high, medium and low risk processes were:

low: 9-15 hours per year;
medium: 18-30 hours per year; and
high: 27-45 hours per year.

It should be noted, however, that these figures may underestimate the total level of
regulatory effort required, sinceit isuncertain whether all ‘indirect’ inputsto regulatory
effort were taken into account. Other elements of regulatory effort, such as
administrative support, should also be taken into account in devel oping future levels of
fees and charges.

Most of the caseswherethe regulatory effort currently spent was morethan that indi cated
by the risk category concerned ‘problem’ processes (those with complaints or non-
compliance®) with some othersrel ated to recent changesin the authorisation. These cases
included all five processesinthe‘high’ regulatory effort category; only 22% of the cases
involved processesinthe‘low’ category, whereasthe‘low’ category accounted for 55%
of processes overall.

Where the regulatory effort currently spent was less than that indicated by the risk
category, onethird of processes were categorised as‘low’ and theremaining two thirdsas
‘medium’. Insevera cases, the processesin question were small ones ;around half were
small waste oil burners, petrol stations or road vehiclere-sprayers. A large proportion of

processes where the suggested regul atory effort was higher than current effort (13 out of
32) were within asingle authority®. This may indicate that the authority is particularly
efficient in regulation or that inadequate resources are being devoted to the regul ation of
LAPC processes.

The average score for component 6 (Compliance Assessment) for these processes was 16 out of 40,
compared to the overall average of 3.4 out of 40.

Authority 10, which has alarge number of processes.
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3.2.2 Feedback on Method Following Site Visits by Inspectors

Feedback from inspectors following site visits was obtained through the post-visit
feedback forms (Annex 2). Table 3.3 summarises the main results of this feedback.

Table 3.3: Overview of Post-visit Feedback Results
Question Answers Number Per cent
1. Did the method form a useful basis for No ’ 5.0%
discussion with operator? Yes 134 95.0%
2. Did the method omit any significant No 120 85.7%
areas affecting regulation? Yes 20 14.3%
3. Did the inspector wish to amend any No 118 83.7%
scores following visit? Yes 23 16.3%
4. Following the visit, was the risk No 22 16.1%
category in line with inspector’s
knowledge of the risks? Yes 115 83.9%
0
5. Following the visit, how did the Less 22 15.7%
regulatory effort indicated by the risk More 33 23.6%
?
category compare to that currently spent” The same 85 60.7%

A total of 141 post-visit feedback forms were received:

there were seven instances where the inspector did not consider that the method
formed a useful basisfor discussion with the operator. Reasonsgiven for thiswere:

(i) the company was an established, well run business where the inspector spent
the mgjority of his time checking documentation;

(i) the method was found to be useful as an ‘aide-memoire’ only;

(iii) the method led to little discussion because the company in question was
happy with its systems,

(iv) the operator thought that the absence of complaints negated the need for
anything less than low regulatory effort®; and

(v) the method was not seen as relevant by the operator.

of the 20 instances where the risk assessment method was thought to omit significant
areas affecting regulation, six related to the size of the process (e.g. amounts of
substances stored/used); in afurther five, the area omitted was the presence of other

It should be noted that LAPC regulation isintended to minimise air emissions, which may not causealoca

nuisance and may not have any potential impactslocally. Complaints should not, therefore, be seen asthe
sole indicator of risk and their absence should not be seen as an indicator that less regulatory effort is
required. DEFRA has now issued Guidance to local authorities on this subject as AQ1(02).
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processes on site that require regulation®; and the others related to arange of factors
including thetiming of upgrading, informal enforcement action and confidenceinthe
operator;

whilst whereinspectorsindicated that they wished to amend the scores following the
visit in 23 instances, revised score sheets were only received for 10 processes. Of
these process, the score was increased in six cases and reduced in four. In seven of
the ten, the risk category also changed;

for question 4, views on the appropriateness of the risk category changed in three
instancesfollowing thevisit, as compared to views before the visit (question 3 of the
scoring feedback), although the total number of processeswhereinspectorsdisagreed
with the category changed by only two; and

similarly, in relation to question 5, of the 22 processes where the inspector thought
the suggested regulatory effort was less than that currently spent, 21 were the same
processes as those falling under this category in question 4 of the scoring
feedback. Likewise, 28 of the 33 processes for which ‘more’ regulatory effort was
indicated were the same asthose indicated as requiring ‘ more’ regulatory effortinthe
scoring feedback.

3.2.3 Feedback from Process Operators

Overall results of feedback from operators are presented in Table 3.4.

Table 3.4: Overview of Operator Feedback Results

Question Answers Number Per cent
1. Did the method form a useful basis for No S 5.2%
discussion with inspector? Yes 91 94.8%
2. Does the risk category reflect the No 12 12.5%
resources required to regulate the process? Yes 84 87.5%
3. Could any actions be taken to allocate No 62 65.3%
process to alower category? Yes 33 34.7%

A total of 96 of the process operators who were visited as part of the trial provided
feedback, 68% of the total visited:

of the five operators who indicated that the method did not form a useful basis for
discussion with theinspector, only one provided areason (that their process wastoo
simple). However, many of the operators provided reasons why they thought the

Some authorities gave a single score to multi-process sites, whereas others scored each process
individually. Further consideration of this is given in Section 5, including translating the outputs into
regulatory effort.
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method was a useful basisfor discussion; mainly that the method gave the operator a
more structured understanding of what isrequired by the regulator and al so indicated
areas where action could be taken to improve the environmental performance of the
process,

12 operators thought that the risk category did not reflect the resources required to

regulate their process (almost exclusively thinking that the risk category should be

lower). The main reasons given were:

- that they believed unjustified or historical complaints had unfairly increased their
risk category; and

- they believed some of the aspects of the method were not applicable to their
process (in particular Component 7, management training and responsibility);

33 operators believed that they could take actions to reduce their risk category. Of
these, around two thirds indicated that actions would comprise changes to
management practices, such as record keeping or training. The remaining third
indicated that introduction of new technologies (e.g. abatement equipment) could
reducetheir risk category. The costsfor theformer weregenerally estimated asafew
hundred pounds, with improved emissions control technol ogies costing from around
£1,000 up to £100,000. Some of the control technology improvements may involve
technologies where the costs are deemed excessive. These technologies are not,
therefore, required to be implemented to meet the genera requirements of the
authorisation. In some cases, however, use of the risk based method may have
identified areas wherethe operator could implement improvementsthat the inspector
decides would not entail excessive cost.
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Figures 3.2a, b and c: Distribution of Scores (EIA, OPA, Total)
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3.3

331

Scores Awarded
Overall Distribution of Scores

Figures 3.2a, b and c present the distribution of scores under the EIA and OPA
components of the risk assessment method. The EIA scores are distributed roughly
evenly around the mid-range value. However, the distribution of the OPA scores is
skewed heavily towards the low end of the range, representing a high level of
performance (a zero score reflects full compliance and no complaints or enforcement
action). As operators have greater scope to influence OPA than EIA scores, thisraises
the question of whether the current scoring system provides sufficient incentive for
improved performance by operators. Thisissueisconsidered further in Section 4 of this
report.

Figure 3.2c shows that 55% of processes fell into the ‘low’ regulatory effort category,
42% into the ‘medium’ category and only 3% into the‘high’ category. Thisdistribution
of scores raises an issue as to the effect of applying the risk assessment method on the
overall level of regulatory effort. This was discussed with trial participants at the
workshop and is considered further in Section 4.

Figure 3.3 presents the average scores awarded and the theoretical maximum and
minimum scores for each of the seven main components of the risk assessment
method. The range of scoresis generaly higher for the OPA components than for the
EIA components (this may be because the theoretical range is higher, but it may also
reflect awider variation between operators).
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Figure 3.3: Average, Maximum and Minimum Scores Awarded by Component
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3.3.2 Comparison of Scores Awarded Across Authorities

There were eight process types (PG Notes) to which the risk assessment method was
applied by fiveor more authorities. Figures 3.4ato 3.4h comparethe average OPA, EIA
and total scoresawarded by different authoritiesfor each of the PG Notetypes. TheEIA
component of the score for a particular process type tends to be fairly similar across
authorities, whereas the OPA component tends to be much more variable. This is
significant as, in some cases, the higher OPA score can increase the overall score
significantly, changing the regulatory effort category applicable to the process.

Because of the small size of the sample for each processtype, it isdifficult to determine
whether the variation in OPA scores reflects alack of consistency in scoring or genuine
variationsin operator performance between authorities. No authority appears consistently
to award higher OPA scoresthan the others; for example, Authority 8 has awarded much
higher OPA scoresfor PG6/23 and PG6/34 than other authorities but significantly lower
OPA scores for PG3/8 and average OPA scores for PG1/14. Similarly, Authority 10
awarded the highest OPA score for PG1/1 but only average OPA scores for other
processes. Thisindicates that the variation may reflect genuine differences in operator
performance. However, theissue of consistency in scoring isrecognised asasignificant
one for the method, and is discussed further in Sections 4 and 5 of this report.
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Figures 3.4g and 3.4h: Cross-authority Comparison of Scores (PG6/23 and PG6/34)

3.3.3 Contribution of Component 1 to Overall Scores

Component 1 of the risk assessment method comprises a score awarded on the basis of
the type of process aone. Asdetailed in Section 2, the scores for this component were
alocated by the Advisory Panel on Risk Ranking. Figure 3.5 presentsthe overall scores
for all processes according to the score for Component 1 (from 10 points for a process
with low inherent impact potentia to 30 points for a process with high inherent impact
potential).

Based upon Figure 3.5, processes in Category 2 (20 points) appear to have greater total
scores than those in Category 1 (10 points) and likewise for Category 3. Indeed, the
Category 2 scores are statistically higher than the Category 1 scores, at the 1% level of
significance. However, the Category 3 scores are statistically higher than the Category 2
scores only at the 10% level’.

Using a two-tailed t-test, assuming equal variances.
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Figure 3.5: Comparison of Component 1 Scoreswith Overall Scores

Of particular importanceto use of the method in practice, however, isthat thetotal scores
awarded for Category 2 and Category 3 processes span al three levels of regulatory
effort. Given that inspectors generally agreed with the level of effort suggested by the
method, this appears to indicate that the APRR category alone would not be a suitable
indicator of the required regulatory effort.

Overview of Resultsfrom an Additional Authority

One authority that was not involved in the trial has independently implemented the risk
assessment method in its region. The method was applied to al LAPC processes
regulated by the authority (of which there are over 100).

Figures 3.6a to 3.6¢ detail the distribution of OPA, EIA and total scores for this
authority. These graphs are equivalent to Figures 3.2ato 3.2c for the tria itself.
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Figure 3.6a shows that the EIA scores for this authority are higher than those for the
processes covered by thetrial. Thisislikely to be mainly explained by the fact that the
processes covered by the scoring did not include any petrol stations (PG1/14) or small
waste oil burners (PGL/1). As detailed in Section 4, these process types may warrant
exclusion from the risk assessment method.

From Figure 3.6b, it can be seen that the OPA scores allocated by this authority are
distributed relatively evenly around the mid-range score. Thisisin sharp contrast to the
scores awarded during thetrial itself, indicating that operators within this authority may
manage their processes more poorly than those covered by the trial. It may also,
however, be indicative of other factors, such as a greater number of complaints (the
authority is heavily populated), or indeed because the authority is stricter in terms of the
conditionsincluded in its authorisations.
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4.1

411

FEEDBACK ON THE RISK BASED METHOD

Commentsand Queries Received During the Trial
Introduction

Throughout the trial, participants were invited to contact RPA with any comments or
guestions they had concerning the trial. Trade associations and other interested
organisations were also informed about thetrial by DEFRA, and process operatorswere
encouraged to share their comments on the method with associations to which they
belonged. The commentsand queriesreceived from participantsand otherswere collated
and formed an input to discussion at the Feedback Workshop held on 30 January 2002.

The comments received from participants (and the local authority applying the method
outside the trial) fell into four main types:

suggestions and questions on application of the method in general;

comments and queries on specific aspects of the regulatory impact assessment and
operator performance assessment;

comments on the suitability of the scoring system and the categori sation of processes;
and

views on how the method could be applied in practice.

These comments are discussed further below.

Despite Trade Associations being informed about the trial and invited to comment, and
operators encouraged to copy their feedback forms to their associations, only two
comments were received from trade associations.

One trade association, representing process operators, was concerned that the trial’s
coverage of heavily industrialised authorities was limited, as none of its members were
located in authorities covered by thetrial. The association believed this could make the
trial unrepresentative.

Our response to this comment is that, although this particular process sector was not
included within thetrial, similar processes were represented. It was clearly not possible
for the trial to cover processes of every type subject to LAPC regulation. The random
selection of authoritiesfor the trial was designed to ensure that both industrial and non-
industrial areaswereincluded. In addition, the other authority that applied therisk-based
method outsidethetrial waslocated in aheavily-industrialised area, widening the scope
of processes subject to thetrial till further. It therefore seems unlikely that the chance
exclusion of one process type will significantly bias thetrial findings.

Another trade associ ation, representing pollution control equipment manufacturers, was
concerned that the risk-based method could lead to a dilution of regulatory effort, with
processes ranked as low risk believing that regulatory compliance was no longer
necessary. The association was concerned that use of the method could provide an
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4.1.2

excusefor afurther reduction in the regul atory effort devoted to LAPC, whichinitsview
was already inadequate. It also believed that any robust risk assessment methodol ogy
would require significant resources to implement.

In response to these concerns, a meeting was held with the trade association to explain
the objectives of the risk based method further. 1t was explained that use of the method
does not affect the legal obligations of process operators to comply with their
authorisation conditions. Any such breaches will result in an increased score for OPA
and, potentialy, achange in the risk category allocated to the process. Indeed, the trial
shows that the method has the potential to provide an incentive for improved
performance by operators and a clearer basis for understanding regulatory requirements.
In addition, the trial results discussed in Section 3 of this report demonstrate that the
method enables arobust assessment of the risks associated with aprocesswith relatively
little time and effort.

The impacts of the method on overall regulatory effort, together with the need for
guidance on the minimum level of inspection, are discussed further in Section 5 of the
report. This will help to ensure that appropriate resources are devoted to low risk
processes, whilst enabling authorities to be more efficient by focussing their attention on
the most problematic processes. As Section 3indicates, onthebasisof thetrial it appears
unlikely that the method would lead to a reduction in regulatory effort. Indeed, as
discussed below, some authorities believed that use of the method would provide arobust
justification for increasing the level of resources devoted to LAPC regulation compared
with other demandsoninspectors' time. The method a so givesauthoritiesaclearer and
more focussed framework for LAPC work and provides a more robust framework for
benchmarking under best value.

Suggestions and Questions on the Method in General
Suggestions and questions received on the method in general are outlined in Table 4.1.

These suggestions and questionswere discussed further at theworkshop. TheTablealso
shows the recommended responses to the comments following this further discussion.

Table4.1: Suggestions and Questions on the Method in General

score during benchmarking exercise then amend at
next inspection

Source Comment Response

Participant Grave reservations about incorporating petrol | Exclusion of these processes
stations and waste oil burners within the method. recommended

Participant Waste oil burners require far less regulation than | Exclusion of these processes
normal processes and thisisreflected in theannual | recommended
charge

Participant If there is more than one process on a site, do you | Guidance on this matter to be
take the highest score or add together? added (see A1.1)

Non-participant | If there is more than one PG Note applicable to a | Guidance on this matter to be

Local Authority | single process, the highest score should betaken. | added (see A1.1)

Participant If there is more than one authorisation at asite, it is | Guidance on this matter to be
important they are looked at separately added (see A1.1)

Participant If any issueis not applicableto aparticular process | Guidance on this matter to be
then award lowest score available added (see Al1.1)

Participant If officer does not know process attach a higher | Not accepted, as this could

lead to distortion of scoring

Page 26




Risk & Policy Analysts

4.1.3

Two participantsindicated that the method should not be applied to certain categories of
process, waste oil burners and petrol stations. This suggestion was discussed further at
the workshop. There was also a series of questions about how multiple processes on a
single site should be addressed. Thiswas also discussed further at the workshop.

Comments and Queries on Specific Aspects of the Method

Table 4.2 outlines comments and suggestionsreceived on the EIA portion of the method
and Table 4.3 summarises comments and suggestions covering OPA.

Questions and comments on the EIA focused on three main issues:

whether further indication of the scale of processes could be incorporated into the
APRR ranking;
the appropriateness of the method for certain process types; and

questions concerning application of the criterion on proximity to receptors.

Table4.2: Commentsand Querieson EIA

Source

Comment

Response

Participant

Should an indication of amount of solvent used be
included for coating processes?

Issue addressed by APRR;
guidance given on scae
factors

Participant

Is it possible to reduce the APRR category to
incorporate very low risk sites, eg. offset
lithographic?

Discussed further at workshop;
agreed that APRR categories
should not be changed at this
point

Operator

Although dealing with amedium/high risk material,
there are other regulators and controlsin placei.e.
fire service and trading standards

Discussed further at workshop;
agreed that other regulations
did not focus on air pollution
control

Participant

No consideration given to the fact that waste oil
burners are incinerating a product that could cause
problems to the environment if not disposed of
correctly

Discussed further at workshop;
exclusion of these processes
recommended

Participant

Can you reduce score due to local topography (e.g.
if inaquarry)?

Discussed further at workshop;
agreed that such a reduction
would over-complicate the
method

Participant

Should ‘ proximity’ be measured from site perimeter
or polluting activity?

Agreed a workshop that
measure should be from
polluting activity

Participant

Unnecessary to multiply proximity distances by 4
for some processes. Also, item 4 will almost
inevitably be weak for these process categories

Discussed further at workshop,
consensus was to retain
multiplication
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Table 4.3: Comments and Queries on OPA

Source Comment Response

Participant Should be able to have “n/a” for where monitoring | Guidance to be clarified (see
activity could not be reduced in any case. A1.3.2)

Participant Should be made clear that complaints must be | Guidance to be clarified (see
justified Al1.3.1)

Participant Should a score be awarded for a ‘reasonable’ | Guidance to be clarified (see
complaint, which was later found to be unjustified? | A1.3.1)

Participant Doesnot account for processeswith large numbersof | Discussed further at workshop;
complaints (>40 points). Canthescorebereducedif, | guidance to be clarified (see
after complaint received, company providesevidence | A1.3.1)
to show problem rectified immediately?

Participant Company achieved compliance by solvent reduction | A general regulation issuerather
not emission control - times when toluene can be | than specific to the method
smelled leading to complaints. Hard to explain to
public that firm is compliant

Participant Complaints about odour - not measurable, therefore | Discussed further at workshop;
much time spent carrying out olfactory assessments | recognised that method cannot
over large areas reflect all permutations

Participant Some processes receive more attention due to active | Scoring takes account only of
residents group and political pressure of elected | justified complaints
members

Non- In Compliance Assessment; Enforcement Notice to | Discussed further at workshop;

participant carry same weight as Fina Warning Letter; | revised weighting suggested (see

Locd Prohibition Notice to carry same weight as | section 4.3.5)

Authority Prosecution or Official Caution

Operator Remove score for past unintentional non-compliance | Only non-compliance within the
(aone-off) and category changes last year should be scored;

unintentional non-complianceis
still non-compliance

Participant Issue of upgrading and compliance—doesn’t takeinto | Discussed at workshop; revised
account track record whereinformal actiontakenand | weighting suggested (see 4.3.5)
deadlines not met

Participant Status of upgrading —process missed thedeadlinebut | Discussed at workshop; revised
isnow ‘just’ compliant (no score for this) welghting suggested (see 4.3.5)

Participant Perhaps the method leans too much toward having | Discussed at workshop; revised
documentation in place. welghting suggested (see 4.3.5)

Participant Query whether having aformal management systemis | Guidance given on evaluating
desirable or beneficial management systems (A1.3.3)

Participant Unclear if last section is necessary/applicable for | Exclusion of these processes
waste il burners. Can they be scored zero for this? | recommended

Participant Disadvantages small firmsthat do not have auditable | Guidance given on evaluating
management systems management systems (A1.3.3)

Participant Section 7 seems most subjective (e.g. many processes | Guidance given on evaluating
won't have documentation in relation to all | management systems (A1.3.3)
categories, even though activities are indeed
undertaken)

Participant The solvent usage of this company is very low (just | Guidance given on evauating
over the threshold) —their score isincreased because | management systems (A1.3.3)
of documentation etc. and not because of emissions

Operator Section 7 is not relevant — misleading and can be | Guidance given on evauating
improved in many ways management systems (A1.3.3)

Participant Changes in management, necessitating frequent visits | Guidance given on evaluating
in response to queries and training needs. Company | management systems (A1.3.3)

has experienced difficulty with compliant coatings
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Table 4.3 showsthat he number of comments and suggestions on OPA was much higher
than on EIA. The main issues concerned:

indication that a score for ‘not applicable’ was needed in some cases;

problems in determining the number of complaints and whether they are justified;
how to score different types of enforcement action;
the balance between scoresfor systems and procedures and actual performance; and
the relevance of management systems for small/low risk processes.

Commentson the Suitability of the Scoring System and Categorisation of Processes

Table 4.4 outlines comments on the suitability of scores and categories received from
participants in the trial and operators of processes that were assessed during the trial.

Table 4.4: Commentson the Suitability of the Scoring System and the Categorisation of Processes

Sour ce

Comment

Response

Participant

“Should be high risk although because of
being a conscientious company, scores low”

Demonstrates the ability of the
method to take account of good
operator performance

Participant

Brick making is a high risk process — the
scope for particulate emissions and dust from
site is ever present however is controlled in
this instance by good management

Demonstrates the ability of the
method to take account of good
operator performance

Participant

I would like to have given it a higher score
but no relevant score to amend — may need
additional  conditions in authorisation
(Component 5.1)

Demonstrates the wider benefits of
using the method by pointing up
gapsin authorisation

Operator

Need more elapsed time to get atrue scoreon
all questions

Will be addressed by regular review
of scores

Operator

Category wasinappropriate because of doubts
over the standard that could be achieved

Discussion of the scores between
inspectorsand operators should help

to resolve thisissue

The first two comments indicate that the method does reflect the effectiveness of
management of a process, in that processes with an inherently high risk received lower
scores because of good management practices. Thethird comment isinterestinginthat it
indicates that use of the method may encourage inspectors to look criticaly at
authorisation conditions and to evaluate their scope. The comments from operators
indicate that there are some uncertainties about what is expected from them, which use of
the method may help to clarify.

Views on How the Method could be Applied in Practice

Table 4.5 details views of tria participants and operators on how the risk-based method
could be applied in practice.
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4.2.2

Table 4.5; Viewson How the M ethod could be Applied in Practice

Source Comment Response

Parti cipant For some low risk processes, the method may | Discussed further a  workshop;
overestimate regulatory effort but for | revised weighting suggested (see
mediunvhigh ones, it may significantly | 4.3.5)
underestimate

Participant Petrol stations require no monitoring data to | These processes now excluded from
be looked at and due to the nature of the | the method
authorisation only 1 visit per year

Participant Premises operating without authorisation so | Discussed further a workshop;
fast track programme of upgrading required | revised weighting suggested (see
and additional site inspections during first | 4.3.5)
year to monitor compliance

Participant Prosecutions, new/re-applications, upgrading | Discussed further a  workshop;
all take significant amount of time[reason for | revised weighting suggested (see
indicated regulatory effort being less than | 4.3.5)
currently spent]

Participant There is low potential for severe emissions | Method provides potentia for
dueto systemsand self-monitoringwhich are | reduced charges for low-risk
in place. The standard annual subsistence | processes
charge is excessive for such operations

Operator Any further burden in terms of licence fee | Method provides potentia for
would cause me to abandon this process reduced charges for low-risk

processes

Comments on use of the method in practice indicate that there is a link between
regulatory effort and the risk associated with the process, but that this link can be
complicated by site-specific factors such as breaches of authorisations. Inspectors also
recognised that there should be alink between regulatory effort and fees charged. One
operator (of a small waste oil burner), however, indicated that any increase in charges
would be unacceptable, causing him to abandon the process.

Discussion During the Wor kshop
Background

The comments and questionsraised during the trial formed the basis of discussion at the
workshop held on 30 January 2002 and attended by representatives of nine of the
authoritiesparticipatinginthetrial. Theaim of thetrial wasto gather further feedback on
use of the method in practice and to identify potential waysin which the method could be
improved. The output of the Workshop included both general suggestions on the use of
the risk-based method in practice and specific suggestions on how scores and category
boundaries could be changed to provide amore accurate link between risk and regul atory
effort. These specific changes are discussed further in Section 4.3.

Use of the Risk Based Method in Practice

There was general agreement amongst trial participants that the method was easy to
follow. Operator Performance Appraisal (especially Component 7) required the largest
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amount of work, as this is not a requirement of the current legislation and some
judgement isrequired in applying the scores. Further guidance would be useful on what
constitutes an ‘ appropriate’ management system. It was agreed that, overall, thelevel of
judgement required in applying the method was about right.

In most cases, the regulatory effort indicated by the method was reasonably in line with
the time currently spent regulating processes. There were some compl exities associated
with complaints; processes receiving many complaints required additional regulatory
effort, even where the complaints were unjustified. It was agreed, however, that
processes should not be penalised for unjustified complaints and thus regulatory effort
associ ated with unjustified complaints should not be charged to the process. Similarly,
the fact that the time taken to travel to process sites varied considerably should not be a
consideration in evaluating regulatory effort requirements. Managing travel time was
part of the overall management of LAPC regulation within an authority.

On frequency of revision of scores, it was agreed that, when used for charging purposes,
categoriescould only berevised annually. Thiswould give certainty to process operators
of thefeesdue and to local authorities on budgets. For management purposes, however,
scores should be reviewed as the occasion demands and certainly revisited following
visits or factors such asincidents and upgrading.

Inrelation to the fear that categorising aprocess aslow risk could provide adisincentive
for good performance, rai sed by one trade association, inspectorsfelt that this could only
happen until the next visit when any lapses would be picked up. It might, though, be
useful to retain theideaof aminimum inspection frequency, below which eventhelowest
risk processes should not fall (as desk-based scores need to be verified by avisit).

In terms of the overall implications of using the method, feedback was very
positive. Inspectorsfeltit would provideagood basisfor justifying thelevel of resources
required for LAPC. The method should not increase overall workload and would be
useful as a working tool for inspection planning (which is an element of the EU
Recommendation on inspections). The method provides a more structured approach to
planning, which should help to improve efficiency.

Some concern was expressed about linking charging to the method, given the el ement of
subjectivity, especially inrelation to OPA. It wasthought that there werewaysto ensure
consistency between authorities, through regiona groupings and/or through DEFRA
keeping awatch on how scores for certain process types varied across the country. The
Best Vaue approach encourages co-operation of this type between authorities.

It was agreed that, at present, the scores awarded to individual processes should not be
publicised in a‘name and shame programme; they provide greater value as a positive
basis for encouraging better performance. This use should not be ruled out in future,
though, and there was some question as to whether scores might in future need to be
released under EU requirements on access to environmental information.
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4.3.2

Implicationsof Suggested Changesto Scoresand Category Boundaries
Overview

During the Workshop, participants suggested a number of potential changes to
component scores and category boundaries. Below we analyse the sensitivity of the
method to some of these changes in terms of the overall balance of scores awarded and
theregulatory effort alocated by local authorities. The suggested changesthat have been
analysed are:

exclusion of certain types of processes from the risk assessment method,;
increasing the relative score for Component 1,

altering the score boundaries for regulatory effort categories;

increasing the relative importance (maximum possible score) of Component 6;
adding an additional element to Component 6;

increasing the score for failure to monitor in line with the authorisation (part of
Component 5); and

modification of the score for presence or absence of management systems.

Exclusion of Certain Types of Processes

Under the LAPC regime, small waste oil burners (PG1/1) and unloading of petrol at
service stations (PG1/14) arerecognised to require significantly lessregulatory effort than
other processes, due to their simplicity and the presence of controls under other
regulatory regimes (such as the Petroleum Regulations).

During the workshop, therewas ageneral consensusthat the risk assessment method was
not appropriate for these two types of process. Table 4.6 compares the percentage of
processes falling under each of the three regulatory effort categories including and
excluding these processes.

Table4.6: Distribution of Scoreswith Certain Process Types Excluded

Regulatory Effort Category

Including PGV/1 and PG1/14

Excluding PG1/1 and PG1/14

Low (less than 50 points)

55%

49%

Medium (50 to 100 points)

43%

47%

3%

High (over 100 points) 3%

Note: Percentage figures may not add up to 100 due to effects of rounding.

The majority of these processes were in the ‘low’ regulatory effort category, so their
exclusion reduces the proportion of processesin this category.

A further issuewasraised at the workshop concerning theinclusion of processes covered
by PG3/16 (mobile crushing and screening). However, the comment related mainly tothe
problems of regulating mobile plant in general, rather than their specific inclusion under
the method and thus no additional analysisis provided here.
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Increasing the Scor e for Component 1

It was also suggested at the workshop that greater range of scores should be giventothe
processtype, to reflect the differencein risk between the categories. Under Component
1, a category is assigned to each process type based upon its ‘inherent environmental
impact potential’. Processes with alow potential (Category 1) are awarded 10 points,
those with a medium potentia (Category 2) 20 points and those with a high potential
(Category 3) 30 points.

At theworkshop, some participants suggested that the scores awarded could be amended
to give this Component a greater importance in terms of total score:

Category 1 processes would retain a score of 10 points for Component 1;
Category 2 processes would be awarded 30 points instead of 20; and
Category 3 processes would be awarded 50 points instead of 30.

Table4.7 presentsthe percentages of processesfalling under each of theregulatory effort
categoriesif thissuggested changeisadopted. Thetablea soincludestheimplications of
excluding certain process types, as considered in the previous section.

Table4.7: Distribution of Scoreswith Revised Component 1 Scores

Regulatory Effort Category

Including PG1/1 and PG1/14

Excluding PG1/1 and PG1/14

Low (less than 50 points)

44%

37%

Medium (50 to 100 points)

50%

56%

High (over 100 points)

6%

7%

As would be expected, this change results in an increase in the proportion of the
processesin the‘medium’ category, ascomparedto Table4.6. Alteringthescoresinthis
manner would mean that process types that are considered to have low inherent impact
potential (APRR Category 1) would still tend to remain in the low regulatory effort
category, with some exceptions. However, certain processes could fall into the medium
regulatory effort category solely on the basis of their type and location®. This would
make operator performance relatively less important in determining regulatory effort,
changing the balance between EIA and OPA and providing less of an incentive to
operators to improve their performance.

Amending the Score Boundaries
Based upon the analysis in Section 3, it is evident that a relatively large proportion of

processes fall into the ‘low’ regulatory effort category, with only asmall number in the
‘high’ category. Thisraised concern at the workshop asto whether the boundariesof the

For example, a company manufacturing printing ink, which is located close to a residential area would
immediately fall into the ‘medium’ regulatory effort category, even if the process presentsarelatively low
risk according to other components of the method.
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scoreswere appropriate. Sincethese boundarieswereinitially set without experience of
using the method in practice, they may require amendment in order to ensure that the
method does not result in an unjustified reduction in regulatory effort. Table 4.8 presents
the proportions of processesfalling into each category with the score boundariesrevised
asfollows:

processes scoring less than 40 points (rather than 50) would be classed as ‘low’;
those scoring 40 to 80 points would be ‘medium’; and
those with a score greater than 80 (rather than 100) pointswould be *high’ category.

Table 4.8 a so presents the implications of the possible revised scores for Component 1
(see previous section), as combined with the revised boundaries for total scores.

Table4.8: Implications of Revised Score Boundaries (including revised scoresfor Component 1)
Including PG1/1 and 1/14 Excluding PG1/1 and 1/14

Reg. Effort Category

Initial Comp. 1 Revised Initial Comp. 1 Revised
Low (less than 40 points) 34% 30% 31% 25%
Medium (40 to 80 55% 51% 56% 52%
points)
High (over 80 points) 11% 20% 13% 23%
Note: Revised Comp. 1 scoresrelate to the possible changes suggested in the previous section

By comparing theresultsin Table 4.8 with those in Tables 4.6 and 4.7, it is evident that
the balance of scores is shifted towards the higher regulatory effort categories, both by
revising the score boundaries and by revising the scores for Component 1.

In most cases, inspectors felt that the regulatory effort category suggested by the risk
assessment method was reasonably in line with expectations, as indicated in Section
3. Nevertheless, there was concern that the small number of processes falling into the
high risk category could limit the potentia for operators to improve performance and
might be seen as indicating that the method would result in less effective regulation
overal. Theworkshop participants considered that, based on experience, the appropriate
balance of scores would probably be one where around 10% of processes fel into the
‘high’ regulatory effort category. Therearetwo possiblerevisionsthat wouldlead tothis
outcome (assuming petrol stations and small waste oil burners are excluded):

1. Revisetheoveral score boundaries, leaving the Component 1 scores asinitially set;
or
2. Revisethe Component 1 scores leaving the score boundaries asinitially set.

Asdiscussed above, revising the Component 1 scores could lead to aninappropriatelevel
of regulatory effort being allocated to certain processes. Thefirst option may, therefore,
be preferable.
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4.3.6

Increasing the Relative Importance and Adding an Element to Component 6

It was generally agreed at the workshop that Component 6 (compliance assessment)
should provide agreater contribution to the overall possible score, since breachesin the
authorisation conditions are a key indicator of risk and aso of regulatory effort
requirements. Component 6 represents actual performance, whereas Components5and 7
evaluate the presence of documentation and systems that underpin performance.
Workshop participants considered that performance should be given asimilar weight to
documentation and systemsin OPA.

It was also agreed at the workshop that an additional element should be included under
Component 6 of the method. This would score 10 points for an incident leading to
“breach of authorisation not leading to formal action”, being considered more serious
than a complaint but less serious than an incident leading to formal action.

During thetrial, only seven processes were awarded the maximum scorefor Component
6. Authoritiesparticipating inthetrial were asked, after the workshop, for their viewson
whether increasing therel ative score for Component 6 to amaximum of 50 points, rather
than 40 would make adifferenceto the OPA scores awarded for any of the processesthey
included in the trial. They were also asked whether adding the additional element to
Component 6 would make any differenceto the OPA scoresawarded. Around half of the
authorities indicated that some of their scores would change significantly and it is
estimated that scores would increased for around 7% of processes. In some cases, this
would haveled to anincreasein theregulatory effort category. Additionally, authorities
generally indicated that the suggested changes would be welcomed and would improve
the value of the risk assessment method.

Whilst this change is unlikely to make a significant alteration to many of the scores
awarded (e.g. enough to increase the regulatory effort category), it will allow the risks
associated with certain specific processes that are under-performing to be properly taken
into account, allowing for the method by which authorities tend to take action.

Increased Scorefor Failureto Monitor in Linewith Authorisation

At the workshop, the possibility of increasing the score for element 1 of Component 5°
was discussed, as failure to monitor in line with conditions is a serious breach of the
authorisation. However, no analysis of theimplications of this changeis provided here
because such afailureislikely to result in award of a score under Component 6. Thus,
failure to monitor would be given relatively more importance by increasing the overall
possible scorefor Component 6 (and adding the additional element, as described above).

Whether all monitoring is undertaken to the degree required in the authorisation.
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4.3.7 Madification of the Scorefor an Appropriate Management System

Thelast element of Component 6 of the method relatesto the presence of an appropriate
environmental management system™. DEFRA is currently introducing guidance relating
to appropriate management systems as PG Notes are revised, but no guidance notes
containing this requirement have yet been issued.

Workshop attendees therefore questioned whether it was appropriate to award a score of
five where such amanagement system isnot in place, asthiswould penalise the absence
of a management system before it becomes a requirement of LAPC. It was therefore
agreed that the method should be altered such that a score of -5 is awarded for the
presence of amanagement system, rewarding action going beyond current requirements,
(with zero where there is no system), until the relevant PG Note is amended. After
amendment of the PG Note, the scoring system would revert to the current situation. Itis
evident from Table4.9 that this change would make adifferenceto the overall scoresand
reduce the regulatory effort category is reduced for some of the processes.

Table 4.9: Implications for Overall Scores of Altering Scoring for Appropriate M anagement
Systems

Reg. Effort Category With Initial Score Boundaries With Revised Score Boundaries
Low 56% 42%
Medium 37% 47%
High 7% 10%

Note: Revised score boundaries are as described abovei.e. <40 for ‘low’ regulatory effort, 40 to 80 for
‘medium’ and >80 for “high’. Figuresexclude processesunder PG1/1 and PG1/14. Percentagefigures

may not add up to 100% due to effect of rounding.

10

Notethat, dueto the small nature of many Part B processes, such amanagement system should be“tailored
to the nature and size of the particular process’, rather than necessarily being an externally verified system
such as SO 14001 or EMAS.
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CONCLUSIONSAND RECOMMENDATIONS

Conclusions
I ntroduction

This section of the report outlines the main conclusionsthat can be drawn from thetrial.
These are that:

in general, the trial provided an effective basis for testing the practicality of the
method and suggesting improvements;

the method is practical and smple to use and covers the key risk aress,

the method has the potential to achieve benefits in terms of reduced burdens on
regulators and industry, improved consistency, transparency and valuefor money and
providing an incentive for improved performance; and

the method is unlikely to have a disproportionate impact on small and medium
enterprises.

Recommendations on how the method should be taken forward are outlined in
Section 5.2.

The Effectiveness of the Trial in Testing the Method

Thanks to the work of the participating authorities and operators, the trial provided an
effective basis for testing the practicaity of the method and for identifying areas for
improvement. During the trial, the risk-based method for LAPC was applied by 14
different local authorities to 173 processes covered by 39 out of atotal of 80 Process
Guidance Notes. In addition, feedback was also obtained from a further authority that
decided to make use of the method outside the context of thetrial. Thisauthority applied
the method to all of the processes (over 100) that it regulated under LAPC.

Criticism of the trial was received from one trade association, because none of its
members were located in any of the local authorities included within the trial. It is
unlikely, though, that the chance exclusion of one processtypewill significantly biasthe
trial findings, especially as similar processes were included. It was clearly not possible
for the trial to cover processes of every type subject to LAPC regulation. The random
selection of authorities for the trial was designed to ensure that both industrial and non-
industrial areaswereincluded. In addition, the other authority that applied the risk-based
method outside thetrial waslocated in aheavily-industrialised area, widening the scope
of processes subject to thetrid still further.

Of the 172 processes to which the method was applied as a desk exercise, 130 processes
werevisited during thetrial. Thisenabled inspectorstore-evaduatether initial scoring of
the process in the light of practical experience and to evaluate the use of the score sheet
as abasis for discussion with operators. This meant that for over three quarters of the
processes covered by thetrial, themethod' suseasatool in regulation of processes could
beevauated. Thefact that feedback formswerereceived from 96 operators, representing

Page 37



Trial of a Risk Assessment Method for LAPC

5.13

over 55% of processes included within the tria and 74% of those visited, enabled the
views of industry on the method and its use as atool in regulation to aso be evaluated.

Wheat thetrial could not do was to provide a quantitative assessment of theimplications
of the method for the overall cost-effectiveness of LAPC regulation by local authorities,
although trial participants provided their qualitative assessment of this. Neither could it
evaluate quantitatively the potential incentive impact of the method on operator
behaviour. Although operators did provide feedback on whether they could identify
actions that would reduce their risk category, no evauation could be made of whether
such stepswould be taken in practice. Finally, within the context of thetrial it was not,
of course, possible to evaluate in any depth the impacts of charging linked to risk
category, athough both participating local authorities and operators were asked to
consider this issue. Such matters can only be evaluated following wider use of the
method over a longer period of time. Our recommendations in Section 5.2 include
suggestions that use of the method in practice should be monitored by DEFRA.

Practicality and Comprehensiveness of the Method

The practicality of the method was demonstrated in the responses from inspectors and
operators received during the trial and the subsequent discussions at the workshop. It
requireslittle training to use, takes only ashort period of timeto apply and relieslargely
on information already available to the authorities. It also covers the key areas of risk
posed by LAPC processes, providing arobust basis for evaluating overall risk.

The fact that participating authorities were able to apply the method without training,
relying only on thewritten protocol, indicated that the method was easy to understand and
to apply. Theworkshop identified afew areaswhere further guidance would be helpful;
these suggestions have been incorporated into the final version of the method set out in
Annex 1.

The scoring feedback forms indicate that, for 85% of processes, initia scoring of
processes using the method took 15 minutes or less. Bearing in mind that the method
was new to the authorities and was being applied for the first time, sometimes by
inspectorswith limited experience, thisindicatesthat it isunlikely to present asignificant
burden on authorities. It islikely that subsequent review and revision of the scoring of
processes will take even lesstime.

In 70% of cases, adequate information to score processes was already available within
records held by the authorities. The biggest gap was in relation to ‘appropriate
management systems, an areathat had not previously formed part of the LAPC process,
although in most casesthisgap could readily befilled during visits. The small number of
revisionsto scoresfollowing visits, 15%, indicated that records and inspector knowledge
of processes provided an adequate basis for accurate scoring in most cases.

Finally, ahigh proportion (98%) of inspectorsfelt that the method covered al significant
areas of risk and in 89% the risk category determined by the method was in line with
inspectors knowledge of the risks associated with a process. Importantly, 89% of
operators also felt that the risk category reflected the effort required to regulate their
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process, indicating ahigh degree of consensusthat the method formed an effectiveway of
quantifying process risk.

Potential Benefits from Applying the Method

Thetrial demonstratesthat the method has the potential to achieve the benefits of arisk-
based approach identified at the outset of thetrial. These were:

a reduced burden on local authorities, enabling more effective delivery of their
obligations under the best value regime, without loss of environmenta protection;

reduced regulatory burden on business through targeting of resourcesto those which
pose most of arisk (whilst retaining proper environmental regulation), without |oss of
environmental protection;

an incentive for improved environmenta performance;

improved transparency and valuefor money for regul ated businesses, since regul atory
effort and fees would better reflect the risk to air pollution posed by individual
processes or process categories; and

improved consistency in regulation.
The performance of the method against each of these criteriais evaluated below.
Reduced Burden on Local Authorities

The method can reduce the burden on local authorities by improving regulatory
effectivenesswhilst requiring only limited resourcesto apply. As Section 5.1.3 outlines,
application of the method generally required only 15 minutes or less per processfor the
initial scoring and it islikely that this would reduce over time.

Partici pating authorities provided qualitative information on theimpact of the method on
regulatory effectiveness at the feedback workshop. The consensus was that:

the method will be useful as aworking tool for inspection planning;

it provides a more structured approach to planning, which should help improve
efficiency; and

it would provide agood basisfor justifying the level of resourcesrequired for LAPC
regulation.

Concern was expressed by one trade association that use of the method might lead to a
loss of environmental protection, because operators of low risk processes might conclude
that they need no longer ensure compliance and would not be inspected frequently
enough to identify breaches of regulation. Thisconcernwasrejected by the participating
local authorities. Theaim of the method isthat low-risk processes should continueto be
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inspected, with time allocated to regulation appropriateto their level of risk. One of the
recommendations outlined in Section 5.2 isthat further guidance on this point should be
considered. Inspectionswill highlight any areas where operators arefailing to meet their
obligations under LAPC, leading to arevision of their score and potentially achangeto
their risk ranking.

Burden on Business

The results of the trial demonstrate that the method is unlikely to increase the overall
burden on business. Instead, additional regulatory resources will be targeted at higher
risk processes and less effort on those posing lower risk.

Feedback from authorities participating in thetria indicatesthat the method could helpin
more effective regulation of LAPC processes, which should have benefits for process
operators. Feedback from operators during thetrial indicated that 87% of operatorsfelt
that therisk category to which their processwas assigned reflected the required regul atory
effort. This demonstrates consensus between authorities and business that the method
indicates the broadly ‘ correct’ level of regulation for each process.

When the risk-based method is linked to charging, costs for some process operatorswill
rise compared to current costs. The extent of the increase will depend on the relative
charges applied to different risk categories; this is discussed further in Section 5.2.
However, the burden on processes with good operator performance will be reduced and
the nature of the scoring system meansthat operatorswill have the opportunity to reduce
their risk category by improving the management of their process.

I ncentive for Improved Environmental Performance

When linked to acharging regime, the method should provide an economicincentivefor
improved environmental performance, as higher-risk processes will face higher
charges. Stage 1 of the study indicated that subsistence chargesfor LAPC formed only a
small proportion of total air pollution costs faced by process operators; it was
nevertheless concluded that linking charges to risk could provide a useful economic
signal to operators. Under the revised method outlined in Annex 1, over half of the
maximum total score (105 out of 175 points) is accounted for by OPA . This provides
operators with significant opportunity to influence their score and risk category through
improved management performance.

It was not possible during the trial, of course, to test the incentive effect of linking
charges to risk category. Nevertheless, feedback from both inspectors and operators
(almost 95% of respondents agreed) indicated that the method provided auseful basisfor
discussion of therisks posed by aprocess and what could be done to reducethem. A third
of the operators who returned feedback forms were able to identify measures that they
could take to reduce their risk ranking. This indicates that the method had already
prompted some operators to think about ways in which risk could be reduced, even
without the economic incentive of reduced charges.
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I mproved Transparency and Value for Money

The method has the potentia to provide improved transparency by linking charging
directly to environmental risk. Even without the link to charging, it provides
transparency by justifying the level of regulatory effort devoted to each process. Use of
score sheets as a basis for discussion between inspectors and operators provides an
explicit indication to operators of how their performance is viewed by regulators and
identifies any areas of concern. It also gives operators the opportunity to comment in
cases where they believe that inspectors may have misinterpreted certain aspects of their
process or performance. The majority of inspectors and operators found that the scores
provided a useful basis for discussion of risk and performance.

Theimproved transparency provided by the method givesthe opportunity for better value
in regulation, by enabling both inspectors and operatorsto focus on the key aspects of the
process or its management that give riseto risk. A number of inspectors also indicated
that using the method had caused them to look again a the way in which certain
authorisations had been drafted, and to consider amendments to the requirements that
would better reflect the risks posed by the process.

Improved Consistency in Regulation

Theissue of consistency is onethat has been raised by anumber of trade associationsin
relation to LAPC. The method addresses this issue in two ways. Firstly, the method
provides an explicit link between risk and regulatory effort. This should bring greater
consistency in terms of the amount of time devoted to regulation of processes with
similar levels of risk.

Secondly, use of acommon, simple and open, method for assessing risk should enable
reasonabl e consi stency between authoritiesin judging the risk associ ated with processes
under their control. Consistency will be enhanced wherethe basisof scoring isdiscussed
with operators, giving operators in different local authority areas the opportunity to
compare their rankings.

Theresults of thetrial indicate areasonablelevel of consistency in scores between local
authorities; the issue of consistency was also discussed at the feedback workshop. The
conclusion drawn was that a range of mechanisms exists to ensure and improve
consistency between local authorities in applying the method. These include DEFRA
monitoring the variation in scoresfor particular process types across the country and the
use of regional groupings of authorities. The Best Vaue approach encourages co-
operation of this type between authorities. Recommendations on ways to ensure
consistency are included within Section 5.2.

The Potential Impacts on Small and Medium Enterprises

Discussion with inspectors at the feedback workshop indicated that the magjority of LAPC
processes appeared to be operated by small and medium enterprises (SMES); however,
the ultimate ownership of an enterprise may not always be apparent to aninspector. Itis
estimated that around 60% of the processes included in the trial were SMEs, with the
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remaining 40% having over 50 employees. It should be noted, however, that many of the
sites have relatively small workforces, with the parent company being alarger company
(thisis the case with many petrol stations, for example).

There is no evidence, from the tria, that processes operated by SMEs fall
disproportionately into the higher-risk categories and would therefore face potential
increases in charges if charging were linked to risk category. In discussion at the
workshop, the existence of a clear link between the size of the business operating a
process and the degree of risk was explicitly rejected. Furthermore, there is no
statistically significant difference between the overall distribution of scoresand that for
companies with more than 50 employees.

There is therefore no reason to believe that use of the method would have an adverse
effect on SMEs as compared to larger enterprises. Indeed, if SMEs form the majority of
operators of LAPC processes, they could benefit disproportionately from the overall
business benefits associated with use of the method.

5.2 Recommendations
5.2.1 Introduction

This section of the report provides recommendations on how the risk-based method could
be taken forward. The recommendations cover:

suggested amendments to the method, including changes to the scoring, category
boundaries and guidance within the method;

how local authorities could apply the method in practice, including frequency of
revision of scores, measuresto ensure consi stency and theimplications of the method
for measuring the performance of local authorities; and

linking the method to charging.

5.2.2 Suggested Amendmentsto the Method

Section 4 of thisreport examined the impacts of anumber of suggested modificationsto
the method arising from the trial. Our recommendations concerning these are that:

small waste oil burners and unloading of petrol at service stations are excluded from
the risk assessment method;

the relative score for Component 1 remains unchanged;

the maximum possible score of Component 6 isincreased from 40 to 50;

adding an additional element, breach of authorisation not leading to formal action, to
Component 6;

no change to the score for failure to monitor in line with the authorisation (part of
Component 5);
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modifying the score for management systemsto subtract five pointsfor presenceof a
system rather than adding five points for its absence; and

the score boundaries between regulatory effort categories are modified so that
processes scoring below 40 points are classified aslow risk and those above 80 points
as high risk.

These suggestions have been taken into account in devel oping the revised version of the
method, contained in Annex 1.

Excluding Small Waste Oil Burners and Unloading of Petrol at Service Stations

Small waste oil burners (PG1/1) and unloading of petrol at service stations (PG1/14)
should be explicitly excluded from the scope of the method. These processes are
recognised under the LAPC regime as requiring significantly less regul atory effort than
other processes, dueto their simplicity. Thisalready reflectsaform of charging related to
regulatory effort and risk, so that their inclusion within the method is inappropriate.

No Change to the Relative Score for Component 1

Our recommendation isthat the range of scoresfor Component 1 (inherent environmental
impact, determined by the APRR) remains unchanged. Thisis because increasing the
range of scoresfor this component would mean that certain processes could be allocated
to medium or high categories solely on the basis of their APRR score, changing the
balance between EIA and OPA in determining the overall score. This contradicts the
general view of trial participants and the workshop that OPA should be given greater
weight in determining the overall score than EIA. It would aso limit the scope for
process operators to influence their score through improved management, thus reducing
the incentive effect of the method. In addition, some concerns continue to be expressed
about the applicability of the APRR ranking in all cases; increasing the range of scores of
this components has the potential to increase theimpact of anomalieswithin theranking.

I ncreasing the Maximum Scorefor Component 6 and Adding an Additional Element

Two changes were suggested to the former Component 6 - compliance assessment (now
re-ordered as Component 5in Annex 1). These were to increase the overall maximum
score for this component from 40 to 50, to take account of processes with ahigh number
of incidents leading to action, and to add another type of incident, a breach of
authorisation not leading to formal action. These changesreflect thevariationin practice
in enforcement actions and the additional regulatory effort associated with a small
number of ‘problem’ processes. They aso increase the weight attached to operators
actual performance in controlling risk as opposed to the presence of risk management
systems. It isrecommended that both of these be incorporated within therevised version
of the method.

No changeto the Scorefor Failureto Monitor in Line with the Authorisation

It was also suggested that the score for failure to monitor in line with authorisation
requirements (part of the former Component 5, now re-ordered as Component 6) should
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be increased, as this represented a breach of the authorisation. It is recommended that
this suggestion is not carried forward, as any monitoring failure resulting in a breach of
the authorisation should also lead to an increased score in the compliance component,
reflecting its seriousness.

Modifying the Score for Management Systems

The modification suggested in relation to the score for an appropriate environmental
management system arose because such a requirement is not yet included within
published Process Guidance Notes. Under these circumstances, the presence of such a
management scheme should be rewarded, with a score of minus five points, rather than
its absence being penalised with a score of plus five points. We recommend that this
change is incorporated into the revised version of the method, until such time as
Guidance Notes including arequirement for an appropriate environmental management
system come into force, when scoring should revert to the previous format.

Changing the Score Boundaries Between Categories

Some concern was expressed during feedback on the tria that the distribution of
processes between therisk categories, asindicated by thetrial, might result in an apparent
overal reduction of regulatory effort. The general consensus was that around 10% of
processes posed a high leve of risk. For this reason, the sensitivity of the method to
changing the boundaries between risk categories was tested. As Section 4 shows, a
relatively minor changein boundariesresulted in adistribution of processes between risk
categoriesthat was morein line with this expectation, whilst retaining the agreed balance
between scoring categories. Asthebasisfor selecting the original cut-off points between
categories wastentative and one of the objectivesof thetria wasto test theboundaries, it
is therefore recommended that these boundary changes are adopted so that:

processes with a score below 40 are categorised as low risk;
those scoring between 40 and 80 are categorised as medium risk; and
processes scoring above 80 points are categorised as high risk.

We also recommend that, once the method isrolled out to al local authorities, DEFRA
monitorsthedistribution of processes between categorieson aregular basis, to determine
whether the boundaries appear to be appropriate.

Other Modifications

In addition to the specific changes made to the method, various pointswere highlighted at
which additional guidancewould be helpful to inspectors applying the method. Asfar as
possible, such additional guidance has been incorporated into the revised version of the
method. This includes guidance on the scoring of multi-process sites, where it is
recommended that each process should be scored separately where they are covered by
separate authorisations.
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I mplications of Suggested Amendments

The implications of changes that have been suggested to the method were discussed in
Section 4 intermsof their impacts on the distribution of processes between theregulatory
effort categories. Table 5.1 summarises the implications of each of those possible
changes and combinations of changes, indicating the percentage that would fall into each
of the regulatory effort categories. Thefinal Scenario, acombination of F, E, D and B,
represents the recommended final version of the method. It can be seen that thisresults
in adistribution of scores broadly in line with the expectations of inspectors and other
experts.

Table5.1: Distribution of Scoresunder Scenariosfor Suggested Changesto the M ethod

Scenarios Low Medium High
A 55% 43% 3%

B 49% 47% 3%

C 44% 50% 6%
CandB 37% 56% 7%
D 34% 55% 11%
DandC 30% 51% 20%
DandB 31% 56% 13%
D,CandB 25% 52% 23%
Eand B 56% 37% 7%
E,Dand B 42% 47% 10%
F,E,DandB 41% 48% 11%

Scenario A relatesto the unchanged method; Scenario B excludes processes with PG Notes PG1/1 and
PGL/14; Scenario Cincludesrevised scoresfor Component 1 (10, 30 and 50 points, instead of 10,20 and
30); Scenario D includesrevised boundariesfor determining therisk category fromoverall scores (<40,
40-80 and >80 pointsfor high, mediumand low respectively); Scenario E includes an altered scorefor
appropriate management systems, whereby -5 isawarded where such a systemis present (rather than +5
if a system is not present); finally, Scenario F includes an increased maximum possible score for
Compliance Assessment to 50 points (instead of 40) and adding an element for “ breach of authorisation
not leading to formal action” (thishas been estimated assuming that 2% of processeswill movefromthe
low to the medium regulatory effort category and 1% will move from mediumto high).

Consideration was also given to testing the sensitivity of the impacts of suggested
changes to the Components ‘on monitoring, maintenance and records and on
‘management, training and responsibility’. However, the scoresfor these componentsare
generally low (see Figure 3.3) with processes scoring zero for several components,
indicating that performanceisgenerally good. Altering the scoresfor these components,
therefore, would have little effect upon the overall balance of scores.
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5.2.3 Application of the Method in Practice
Our recommendations on application of the method in practice are that:

the method should be rolled out to all local authorities responsible for LAPC to
provide a basis for planning of regulation;

scores should be reviewed by local authorities on aregular bas's;

both initial scores and revisions should be discussed with process operators;
DEFRA should review the distribution of risk categoriesamongst local authoritiesto
identify any apparent inconsi stencies and to check the appropriateness of boundaries;
local authorities should investigate opportunities for co-operation in application of
the method;

consideration should be given to maintaining a minimum inspection frequency
regardless of risk category; and

DEFRA should modify its methods for measuring the performance of local
authorities to take account of the method.

Rolling Out the Method to All Local Authorities

The tria of the risk-based method has indicated that it can be used readily by local
authoritieswith limited additional training or guidance. It istherefore recommended that
the method be rolled out to al authorities responsible for LAPC. Initialy, this would
involve local authorities applying the method to all process that they currently regulate
under LAPC in a desk-based exercise, drawing on information already available to
them. Thetrial confirmed that the time required to do thiswould be 15 minutes or less
per processin most cases. The scores derived would then be used asabasisfor planning
of regulation.

Initially, it will not be possibleto link the method to charging, asthiswill require primary
legislation. This matter is discussed further in Section 5.2.4 below.

Reviewing Scores Regularly and Discussing the with Operators

It isrecommend that risk categoriesfor charging purposes are assessed annually. More
frequent amendment of scoresislikely to provide an unacceptablelevel of uncertainty for
both operators and local authorities, aswell asincreasing administrative complexity. For
management purposes, however, scores should be reviewed asthe occasion demands and
certainly revisited when new sources of information arereceived, for examplefromvisits
or incidents.

Initial and revised scores should normally be discussed with operators during each visit,
asthetrial has shown that the scores provide auseful basisfor identifying key risk areas
and measures that can be taken to reduce risks. Such discussionswill aso maintain the
transparency of the method as a basis for charging in future.
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DEFRA Review of the Distribution of Risk Categories

A number of measureswere suggested in order to ensure consistency in application of the
method between different authorities. During initial application of the method, it is
recommended that DEFRA reviewsthe distribution of risk categories (i.e. the proportion
of processes assessed as posing low, medium and high risk) amongst local authoritiesto
identify any apparent inconsi stencies.

This could be done, for example, by requiring authorities as part of the annual LAPC
Statistical Survey to submit a breakdown of the percentage of processesfalling into the
high, medium and low categories and publish dataon this. Authoritieswith percentages
significantly different from the norm could then be asked to provide information on the
types of processes falling into each category. Thiswould enable account to be taken of
authoritieswith alarge number of processes with inherently high environmental impact
potential. Where risk categories still appeared to be anomalous, further investigation
could be carried out to determine whether the method was being applied incorrectly. The
distribution of risk categories would also provide DEFRA with the basis for evaluating
the appropriateness of the score boundaries.

Local Authority Co-operation

It is dso recommended that authorities investigate and pursue opportunities for co-
operation in application of the method, for example through joint training sessions,
scoring of each other’ s processes or other forms of peer reviews. Theregionad groupings
of local authoritiesthat operate successfully in some areas could provide abasisfor such
co-operation. There may aso be a potentia role for professional associations, which
should be examined by DEFRA and the associations.

Maintaining a Minimum I nspection Frequency

To ensure that there continues to be an adequate level of regulation for all processes,
regardless of risk category, we recommend that consideration be given to maintaining a
mi nimum inspection frequency regardless of risk category. Regulatory effort for eventhe
low risk category should be sufficient for at least one visit per process. During the
workshop, the importance of visitsin verifying desk-based scores was stressed. There
may also be aneed for additional guidance on the content of an effective inspection; we
understand that discussions on this matter are under way between DEFRA and the
professional association.

Linking the Method to Charging
Our recommendations on linking the method to charging are that:

the method should be linked to charging by increasing or reducing the current
subsistence charge for high and low risk processes respectively; and

application of the method should not be delayed until legislation linkingit to charging
can be adopted; the interim period should be used to monitor itsimpacts.
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Increasing or Reducing the Current Subsistence Charge for High and Low Risk
Processes

The report on Stage 1 of the study indicated that the most practical way to link risk
category to charging, in the absence of an accurate breakdown of local authority costs per
hour of regulatory effort, wasto maintain the current subsistence charge for medium risk
processes and apply increases or reductions for high and low risk processes
respectively. The Stage 1 report evaluated theimplications of a50% reduction in charges
for low risk processes, reflecting the 50% lower regulatory effort required and a 50%
increase for high risk processes, reflecting a 50% higher level of regulatory effort.
Table 5.2 examinestheimplications of such abreakdown for the proportion of processes
allocated to each risk category during the trial.

Table5.2: Implications of the Method for Total Subsistence Charge Income

Low Medium High PG1/1,1/14 Total
Number of processes 3,899 4,685 1,089 8,470 18,142
Current charges £3,103,254 £3,729,037 £866,621 £1,024,870 £8,723,782
Risk based-charges £1,551,627 £3,729,037 £1,299,932 £1,024,870 £7,605,466

Note: Numbers of processes are based upon the 2000/2001 Satistical Survey. A standard subsistence
charge of £791 per annumisassumed for processesto be covered by the method for the* current charges
with the chargefor petrol stationsand small waste oil burnersunchanged. It should be noted that these
figures should be seen asindicative because they do not include, for example, the implications of multi-
processsites. Actual subsistenceincomefor 2000/2001 was £8,413,160. Numbersof processesbased on
40.31%in ‘low' category, 48.42% medium and 11.26% high.

It can be seen that, based on this allocation of subsistence charges between the risk
categories, the total income derived from subsistence charges would be reduced by
14.5%. This may or may not be indicative of the overall impacts of such a charging
system for England and Wal es, depending on whether the processesincluded within the
trial are representative of all processes regulated under LAPC. It may, of course, bethe
case that the increased efficiency of inspection resulting from use of the method will
enable local authorities to regulate LAPC processes more cost-effectively. This may
become clearer once the method has been applied more widely by local authorities.

An alternative option would be to link risk category only to that proportion of the
subsistence charge that relates to activities influenced by process risk. As the Stage 1
report indicated, there are other activities not influenced by processrisk, such astraining,
administration, identifying processes operating without authorisation and checking the
publicregister. Travel to processes, which canvary significantly depending uponthesize
and level of industrialisation of authorities, is aso uninfluenced by processrisk. Under
this option, the proportion of total regulatory time associated with such activitieswould
be identified; a similar proportion of the subsistence fee would be alocated to these
activities. Risk-related reductions and increasesin subsi stence charges would then only
relate to the remaining proportion of the subsistence charge. In the absence of accurate
dataon the relative time spent on risk-related and non risk-related activities, however, it
is difficult to say what the overall impacts of this option would be.
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The need for primary legidation will inevitably result in a delay in the introduction of
charging based on risk ranking. We therefore recommend that DEFRA and local
authorities should:

apply the method to all their processesfor management purposes, notwithstanding the
initial absence of alink to charging;

monitor the resulting distribution of processes between the three risk categories
across authoritiesin England and Wales,

monitor the impacts of using the method on the cost-effectiveness of LAPC
regulation, to identify whether real resource savings are being made; and

investigate further the potential impacts on loca authority LAPC incomes of
increasing or reducing subsistence charges in proportion to regulatory effort.

Clearly, loca authorities that undertake cost accounting for time spent on LAPC
regulation will be best placed to provideinformation on theimpacts of the method onthe
time and resource implications of linking the method to charging.

Measuring the Performance of Local Authorities

Currently, the main measure of local authority performancein regulating LAPC processes
isthe number of visitsmade to each process each year, compared with the DEFRA target
of two visits per year. We recommend that DEFRA examines the options for a more
sophisticated performance measurement system, based on the method. Potential
measures that could be adopted include:

whether the method has been applied to all relevant processes regulated by the
authority;

whether rankings have been reviewed at least annually;

whether scores have been discussed with process operators; and

how many visits have been made to low, medium and high ranked processes.

Dataon the number of processes ranked, whether these have been reviewed annually and
whether scores have been discussed with operators will provideinformation on whether
the method is being applied as envisaged. These data could be collected through the
annual Statistical Survey. If DEFRA wished to verify the extent of discussion between
authorities and operators over scoresit would be possible, for example, to ask asample of
operators to compl ete the Operator Feedback Forms developed for the trial and return
them to DEFRA. There may aso be a role for trade associations, for example by
distributing the Operator Feedback formsto their members or otherwise canvassing their
members’ views.

Measuring thelink between the number of visitsand the rank awarded to processesisan
imperfect measure, as the number of visits provides only a partial proxy for regulatory
effort. However, in the absence of accurate time recording by many local authorities, it
will be difficult to link risk category to actua regulatory effort directly. Linking
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frequency of visits, which is already included within the Statistical Survey, to risk
category, which we have recommended should be included in future, at least provides a
crudeindication of whether risk category isbeing used asabasisfor regul atory planning.
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Al1.1 Introduction
A1.1.1 Overview of the Risk Assessment M ethod

Thisrisk assessment method is intended for use by local authoritiesin determining the relative
level of risk associated with processes regulated under the Local Air Pollution Control
regime. Themethod assignsalevel of proposed ‘ regulatory effort’ to individual processes (high,
medium or low) according to their relative risks. The method relates to effort expended in
regulating processes once they have been authorised (i.e. what is covered by the subsistence
element of the LAPC fees and charges).

Risk assessment using this method is based upon both the nature of the process and theway in
which it is managed; it is divided into two parts:

1. Environmental Impact Appraisal (EIA), which concerns the potential environmental
impacts of aprocess accordingto itstype, level of upgrading to meet regulatory requirements,
and itslocation.

2. Operator Performance Appraisal (OPA), which relatesto how well the operator manages
the potential environmental impact of the process.

Each of these aspects is evaluated by scoring the process against a number of different
components. These componentsare listed bel ow, together with guidance on how they should be
applied and their implications for regulatory planning. Where a component is not relevant, a
score of zero should be awarded. An example score sheet is provided to record the scores for
each process'.

Under the LAPC regime, small waste oil burners (PG1/1) and unloading of petrol at service
stations (PG1/14) are recognised to require significantly less regulatory effort than other
processes. This is due to the relative simplicity of these processes and because specimen
applications and authorisations are provided for authorities. DEFRA aready categorises these
processes in alower charging band and also expects that the frequency of inspection should be
lessthan for other processes. Therefore, the method should not be applied to these two process

types.
A1.1.2 Use of the Risk Assessment Method

Set out below is the proposed approach that local authorities should take in applying the risk
assessment method and utilising the results in determining regulatory effort.

Step 1 Desk-based scoring of processes. All of the Part B processes under an authority’s
control should be scored using the risk assessment method, based on information held on
file, together with officers’ knowledge of the processes concerned. The output will bea
series of scores for different attributes and allocation of the process to arisk category,
which islinked to the regulatory effort required by the process.

Each of the possible scoring optionsis given a unique scoring identifier. Thus, aprocessfalling into risk
rating ‘ category 2' under component 1 and with highly sensitive receptors less than 100m away can be
identified as 1-B, 3-A-x.
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Step 2 Use the score sheets during visits to selected processes. Where scheduled visits to
processes are undertaken, the scoring should be used as a basis for discussion with
operators. Where possible, a copy of the methodology and draft completed score sheet
should be provided to the operator prior to thevisit. The completed score sheet should be
shown to the operator and the scores discussed with them, together with any action that
could betaken to reducetheir scores and risk category. It isenvisaged that thisshould not
add significantly to the length of the visit but should provide afocus for discussion.

Step 3 Use the scoring to determineregulatory effort. Section A1.4 provides guidance on
how the results of therisk assessment method should normally be used in determining the
level of resources to be devoted to the subsistence activities of processes.

Step 4 Review scores on a regular basis. Scores for each process should be reviewed on a
regular basis, and at least annually. In particular, scores should be reviewed following
visits, any changesto the authorisation, receipt of complaints or when enforcement action
is taken.

In cases where an operator carries out activities requiring more than one authorisation at any
given location, a separate assessment should be carried out for each authorisation. However,
where a single authorisation covers more than one process type (Process Guidance Note), only
one assessment is required.
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Al.2 Environmental Impact Appraisal
A1.2.1 Component 1: Inherent Environmental | mpact Potential of Process

This component of the methodology reflects the fact that certain process types have inherently
greater potential environmental impacts than others and may thus require greater regulatory
effort.

The Advisory Panel on Risk Ranking (APRR) hasrated the various processes, as defined by the
relevant PG Note(s), into three categories according to their inherent environmental impact
potential. Therating is provided in the Appendix to this Annex.

Where more than one PG Noteisused in deriving asingle authorisation, authorities should base
the assessment on the PG Note that is the main one used for the purposes of determining
BAT/BATNEEC for the process. However, where there are combined processesas provided for
intherulesin Schedule 2 of the Environmental Protection (Prescribed Processes and Substances)
Regulations, the PG Note with the highest risk rating should be used.

Table Al1l.1: Scoring for Component 1 - Inherent Environmental Impact Potential
Risk Rating Score Awar ded
(A) Category 1 10
(B) Category 2 20
(C) Category 3 30
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A1.2.2 Component 2: Progresswith Upgrading

Thiscomponent of the methodol ogy assessesthe extent to which aprocess has been upgraded to
comply with the BATNEEC requirements set out in the process' s authorisation. Not only may
processesthat have not completed upgrading pose agreater potential risk; they areaso likely to
reguire moreregulatory effort in monitoring progress with the upgrading. Conversely, processes
that exceed current BATNEEC requirements will pose reduced risks and may require less
regulatory effort.

There are four possible classifications for scoring of processes:

upgrading to meet the requirements of the authorisation is not yet complete, due to the
Guidance Note deadline not yet having been reached;

upgrading is not yet complete for other reasons, such as variations to the process and the
Guidance Note deadline has passed;

upgrading is complete and the process meets all of the current applicable BATNEEC
regquirements; or

emissions control not only meets current BATNEEC requirements but goes beyond those
requirements, resulting in lower emissions (for example, where improved emissions
arrestment plant has been adopted voluntarily in plant already meeting BATNEEC
reguirements or where Process Guidance Note requirements are met over ayear before the
due date).

The nature and extent of upgrading required, or the degreeto which BATNEEC isexceeded, may
vary considerably amongst processes. However, to ensure objectivity and consi stency, the same
scores should be awarded on regardl ess of the magnitude these factors. Past failureto complete
upgrading within the required time should not be included in this Component.

Table A1.2: Scoring for Component 2 - Progresswith Upgrading

Status of Upgrading Score
(A) Upgrading not complete but PG Note deadline has yet to be reached 5
(B) Upgrading not yet complete and PG Note deadline has passed 10
(C) Upgrading complete and meets BATNEEC Requirements 0
(D) Emissions control exceeds BATNEEC Requirements -10
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A1.2.3 Component 3: Sensitivity and Proximity of Receptors

Thiscomponent assesses the extent to which any ‘receptors’ in the vicinity of aprocess could be
impacted by emissions from the process. This will be determined by the sensitivity of the
receptors in question (their number or the particular importance attached to them) and also by
their proximity to the process. Thiscomponent isnot intended to reflect the nuisance potential of
a process, and thus the potentia for complaints (this is included under the ‘Compliance
Assessment’ component below), but rather the potential for physical harm to the receptorsin
guestion.

The sensitivity of receptorsis classified as high, medium or low:

high - schools, residential areas, hospitals, designated environmental areas (e.g. SSSIs);

medium - offices, isolated residences, major roads, footpaths/cycle paths, agricultural land;
and

low - public open space, minor roads, industrial areas, car parks, derelict land.

The distances used to determine proximity are based upon the distances up to which statutory
consultation is required where SSSIs are near to Part B processes (based on General Guidance
Note GG3). Whilst in practice the distances at which different receptors are affected will vary
according to the receptor and the pollutant in question, these standard distances are used in order
to assure simplicity and consistency in application of the method.

Scores are awarded according to acombination of the sensitivity of receptorsand their proximity
to the emission source. The highest possible score is awarded, which may not necessarily bethe
score for the most sensitive receptor. For example, where there is a high sensitivity receptor
300m away and amedium sensitivity receptor 150m away, the respective scoresare’5 and 10 and
the latter is the score awarded.

Table A1.3: Scoring for Component 3 - Sensitivity and Proximity of Receptors

Sensitivity of Receptors
Proximity to Emission Source (x) High (y) Medium (2) Low
(A) < 100m’ 20 12 5
(B) 100 - 250m’ 12 10 3
(C) 250 - 500m’ 5 3 1
(D) >500m* 0 0 0

" Al distances should be multiplied by a factor of 2 for mineral and cement & lime processes and by a factor of 4
for combustion, incineration (not cremation), iron & steel and non-ferrous metal processes.
Note: Distances should be measured from the process itself, rather than the site boundary.
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A1.2.4 Component 4: Other Targets

An additional 10 points should be scored if thereare particular air pollution problemsintheloca
area to which the process is a potential contributor; for example, where an Air Quality
Management Area has been established for a pollutant that is emitted from the process in
question.

Table Al.4: Scoring for Component 4 - Other Targets

Score
(A) cher air pollution problems in the local area to which process is a potential 10
contributor
(B) No such air pollution problems 0
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Al1.3 Operator Performance Appraisal
A1.3.1 Component 5: Compliance Assessment

This section relates to any incidence of non-compliance that has occurred in the twelve months
immediately preceding the assessment or review of the assessment. Complianceisassessed in
terms of individual incidents, a single incident that led to a number of justified complaints
should be scored as being one incident. For each incident, a score is awarded according to the
level of regulatory action required®. If there has been no non-compliance, a score of zero is
awarded.

For example, ahypothetical cement processreceived threejustified complaintson three separate
occasions around eight months ago from local residents. The emissions leading to the justified
complaints were caused by repeated fail ures of abag filter, which was remedied by the operator
replacing the filter bags. The process also received an enforcement notice nine months ago in
relation to afailure to record emissionsin the log book. The score would be 15 points for the
justified complaints and 15 points for the enforcement notice, giving atota of 30 points.

The maximum possible score is 50 points; for example, ascore of 50 pointswill be awarded
even where there have been more than ten incidentsleading to justified complaints. Thisisto
ensure that scores for non-compliance do not distort the overall scores.

Only air pollution related incidents should be included under this component (i.e. general
nuisance or noise related incidents are not covered).

All incidents that have occurred within the twelve months immediately preceding the
assessment or review of the assessment should be included.

Where ajustified complaint has been received but no incident leading to non-compliance has
occurred, no score should be awarded. The process operator should not be penalised under
this component if they are in compliance with the authorisation and the general/residual
BATNEEC condition.

Table A1.5: Scoring for Component 5 - Compliance Assessment

Scale of Non-Compliance Score

(A) ngi dent leading tojustifiegl complaint but no breggh of any specific authorisation 0 points
condition or of the general/residual BATNEEC condition

(B) Incident leading to ajustified complaint’ 5 per incident
(C) Breach of authorisation not leading to formal action 10 per incident
(D) Incident leading to formal caution, Enforcement Notice or prosecution 15 per incident
(E) Incident leading to a Prohibition Notice 20 per incident
Total (Max. 50)

" Unjustified complaints may be e.g. those considered by the inspector to be unreasonable or which cannot
be clearly linked to an incident at the process.

For administrative purposes, processes may be identified using the number of incidents under each
category. For example, aprocess having two incidentsleading to ajustified complaint and oneleadingto a
formal caution would be identified as 5-B2,D1.
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A1.3.2 Component 6: Monitoring, Maintenance and Records

This component concerns the monitoring activity required to be undertaken by the process
operator, the maintenance programme for pollution control equipment (as specified in the
authorisation), and the record keeping undertaken by the operator

Where any of the elements is not applicable, a score of zero should be awarded. Where the
authority has chosen to undertake monitoring itself, operators should not be awarded an adverse
score (unless they have failed to meet their own obligations).

Table A1.6: Scoring for Component 6 - Assessment of Monitoring, M aintenance and Recor ds

o Score
Criterion
X)Yes | (y)No | (29 N/A

(A) All monitoring undertaken to the degree required in the authorisation? * 0 10 0
(B) Monitoring reguirements reduced because results over time show consistent 5 0 0
compliance?
(C) Process operation modified where any problemsindicated by monitoring? 0 5 0
(D) Fully documented and adhered to maintenance programme, in line with

N 0 5 0
authorisation?
(E) Full documented records as required in authorisation available on-site? 0 5 0
(F) All relevant documents forwarded to the authority by date required? * 0 5 0
Total score (-5t0 30)

! These aspects relate to the operator’s performance within the twelve months immediately preceding the
assessment or review of the assessment. Failureto monitor to the degreerequired or to forward documentsontime
mor e than twelve months ago should be excluded.
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A1.3.3 Component 7: Management, Training and Responsibility

This component assesses whether documented procedures for implementing all aspects of the
authorisation arein place, with respons bility allocated to particular staff members. Theextent of
documentation may vary, particularly for smaller processes.

Additional points are awarded where an ‘ appropriate’ environmental management systemisin
place. Guidance on what constitutes an ‘ appropriate’ management system is given below.

Interpretation of ‘appropriate’ management systems

“Itis... desirable that processes put in place some form of structured environmental management approach,
whether by adopting published standards (1SO 14001 or the EU Eco Management and Audit Scheme[ EMAS] ) or
by setting up an environmental management system (EMS) tailored to the nature and size of the particular
process. Process operators may also find that EMSwill help identify business savings.

Local enforcing authorities should use their discretion, in consultation with individual process operators, in
agreeing the appropriate level of environmental management. Smple systems which ensure that LAPC
considerations are taken account of in the day-to-day running of a process may well suffice, especially for small
and medium-sized enterprises. While authorities may wish to encourage wider adoption of EMS it isoutsidethe
legal scope of an LAPC authorisation/LAPPC permit to require an EMSfor purposes other than LAPC/LAPPC
compliance."

Source: Process Guidance Note Draft PG3/8(2001) - Quarry Processes. 02/11/2001. DEFRA website
(www.defra.gov.uk). (Thefull text included in the proposed amendmentsto the PG Notesisincluded in Annex 6 to
this report).

Table A1.7: Scoring for Component 7 - Assessment of M anagement, Training and Responsibility

Score
Criterion
xX) Yes | (y)No | (2) N/A
(A) Documented procedures in place for implementing all aspects of the 0 5 0
authorisation?
(B) Specific responsibilities assigned to individual staff for these procedures? 0 5 0
(C) Completion of individual responsibilities checked and recorded by the 0 5 0
company?
(D) Documented training records for all staff with air pollution control
o 0 5 0

responsibilities?
(E) Trained staff on site throughout periods where potentialy air-polluting

L 0 5 0
activities take place?
(F) Isan “appropriate’ environmental management system in place? -5 0 0
Total (-5t0 25)

Note: In relation to the last criterion, when the relevant PG Note has been updated to include guidance on
‘appropriate’ management systems, processes should be scored zero (0) if such asystemisin placeand five (+5)
if such a systemisnot in place. DEFRA and NAW envisage that guidance on appropriate management systems
be standard in all of the next generation PG Notes (these will have effect by the end of 12 months fromthe date
of publication of the relevant PG Note).
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A1.4 Overall Scoring and Deter mining Regulatory Effort
A1.4.1 Overall Scoring
The overall score for a process is obtained by summing the scores for each component. The

table bel ow summari ses the maximum possible scores under each of the components.  Thetota
maximum score is 175.

Table A1.8: Overall Maximum Scores

Assessment Component Minimum Maximum
Score Score

Environmental Impact Appraisal

1. Inherent Environmental Impact Potentia of Process 10 30

2. Progress with Upgrading -10 10

3. Sengitivity and Proximity of Receptors 0 20

4. Other Targets 0 10

Operator Performance Appraisal

5. Compliance Assessment 0 50

6. Monitoring, Maintenance and Records -5 30

7. Management, Training and Responsibility -5 25

Total -10 175

A1.4.2 Determining the Level of Regulatory Effort

The result of the risk assessment can then be used to determine the appropriate level of
‘regulatory effort’ to be devoted to the subsistence aspects of aprocess. Thetotal scoreawarded
places the process in one of three regulatory effort categories, as follows:

1. A process scoring less than 40 pointsis categorised as ‘Low’.
2. A process scoring between 40 and 80 is‘Medium’.
3. One scoring over 80 pointsis ‘High'.

The table below gives an indication of the amount of regulatory effort that could be devoted to
the process in question, depending upon the regulatory effort category.

Page A1-10



Risk & Policy Analysts

Table A1.9: Determination of Regulatory Effort from Scores

Regulatory Effort
Overall Score
Category Hoursper Year*
Less than 40 Low 9to 15
40to 80 Medium 18t0 30
Over 80 High 27to 45

* Estimated average regulatory time per process varies from 18 to 30 hours per year

Regulatory effort refersto thetime taken to regulate a processthat i s dependent upon the process
characteristics. This includes both time spent on inspections and time spent at the office
preparing for inspections, writing reports and reviewing data supplied by operators. Theaverage
regulatory time spent per process varies from 18 to 30 hours per year.

Where a process requires ‘high' regulatory effort, this may imply longer and/or more frequent
visits; for example visits twice a year rather than annually. Where ‘low’ regulatory effort is
required, thismay imply shorter and/or lessfrequent visits. Inspectorswill need tojudgefor each
process how the estimated regulatory time can best be spent to maximise the efficiency of
regulation. Notethat itisnot intended that application of therisk-based method shouldleadtoa
significant reduction in overall regulatory effort; rather effort should be prioritised towards those
processes posing the greatest risk of environmental pollution.
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Appendix: Classification of Processes by Advisory Pand on Risk Ranking (APRR)

Table A1.10, below, provides a ranking of processes based on their inherent environmental
impact potential. Process categories are placed in one of the following three categories, taking
into account potential for contained and/or fugitive emissions, for heath impacts, for
environmental impacts and potential for ‘offensiveness’ impacts:

Category 1  Processeswith aninherent environmental impact potentia that waslower/bel ow
average when compared with other Part B processes.

Category 2  Processes with an inherent environmental impact potential that was
medium/average when compared with other Part B processes.

Category 3  Processeswith aninherent environmental impact potentia that was higher/above
average when compared with other Part B processes.

Table A1.10: Risk Rating of LAPC Processes According to APRR

Process guidance note Category
PG1/1(95)-waste oil burners, <0.4AMW 1
PG1/2(95)- waste recovered oil burners, lessthan MW 2
PG1/3(95)-boilers and furnaces, 20-50MW 21_ o ffelf' ,
PG1/4(95)-gas turbines, 20-50MW 1
PG1/5(95)-compression ignition engines, 20-50MW 1
PG1/10(92)-waste derived fuel combustion <3MW 3
PG1/11(96)-reheat, heat treatment furnaces, 20-50MW 2
PG1/12(95)-combustion of solid waste 0.4 to SMW 3-WID
2-non-WID
PG1/13(96) storage, loading, unloading petrol at terminals 3
PG1/14(96)-unloading petrol into storage at service stations 1
PG1/15(97)-odorising naturd gas, liquefied petroleum gas 1
PG2/1(96)-furnaces to extract non-ferrous metal from scrap 3
PG2/2(96)-hot dip galvanising 2

Reverberatory/Rotary - 3
Gag/electric fed - 1*
Crucible oil fed - 2
Crucible gasfed - 1

PG2/3(96)-€electrical and rotary furnaces

3 - core making, chemically bonded

PG2/4(96)-iron, steel, non-ferrous metal foundry processes moulds, thermally reclaimed sand
2* - all other processes
PG2/5(96)-hot and cold blast cupolas 3

2 - ingots and in house clean scrap used

PG2/6(96)-al uminium and aluminium alloy processes 3- other scrap used
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Table A1.10: Risk Rating of LAPC Processes According to APRR

Process guidance note

Category

PG2/7(96)-zinc and zinc aloy processes

2 - ingots and in house clean scrap used
3 - other scrap used

PG2/8(96)-copper and copper alloy processes

2 - ingots and in house clean scrap used
3 - other scrap used

PG2/9(96)-metal decontamination processes 3
PG3/1(95)-blending, packing, loading and use of bulk cement 1
PG3/2(95)-manufacture of heavy clay and refractory goods 3
PG3/3(95)-glass (exc. lead glass) manufacturing processes 3
PG3/4(95)-lead glass manufacturing processes 3
PG3/5(95)-coal, coke, coal product and petroleum coke 2 -lal-l %?r?grisngrg
PG3/6(95)-polishing, etching of glass etc using HF acid 3
PG3/7(95)-exfoliation of vermiculite and expansion of perlite 1
PG3/8(96)-quarry processes 1*
PG3/12(95)-plaster processes 1
PG3/13(95)-asbestos processes 3
PG3/14(95)-lime processes 1
3-WID
PG3/15(96)(a)- roadstone coating 2 - non-WID/non gas fed
1-gasfed

PG3/15(96)(b)-mineral drying 2 irlogagafse;ed
PG3/16(96)-mobile crushing and screening 1

1- spray dryers

PG3/17(95)-chinaand ball clay +spray drying of ceramics

2 - Bdll/Chinaclay processes

PG4/1(95)0- surface treatment of metals

PG4/2(96)o- manufacture of fibre reinforced plastics

PG5/1(95)-clinical waste incineration < 1 tonne/hour

PG5/2(95)- crematoria

PG5/3(95)-animal carcassincineration < 1 tonne an hour

PGb5/4(95)-general waste incineration < 1 tonne an hour

PG5/5(91)-sewage sludge incineration < 1 tonne an hour

PG6/1(00)-processing of animal remains and byproducts

PG6/2(95)-manufacture of timber and wood-based products

PG6/3(97)-chemical treatment, timber, wood-based products

PG6/4(95)- manufacture of particleboard and fibreboard

PG6/5(95)-maggot breeding

Wl WP |PIW W W Ww|wWw|w|w|N
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Table A1.10: Risk Rating of LAPC Processes According to APRR

Process guidance note

Category

PG6/7(97)-printing and coating of metal packaging

2

PG6/8(97)-textile and fabric coating and finishing

PG6/9(96)-manufacture of coating powder

PG6/10(97)-coating manufacturing

PG6/11(97)-manufacture of printing ink

PG6/12(91)-production of natural sausage casings, tripe, etc

PG6/13(97)-coil coating

PG6/14(97)-film coating

PG6/15(97)-coating in drum manufacture and reconditioning

NN [ININININ|IN|DN

PG6/16(97)-printworks

N
*

PG6/17(97)-printing of flexible packaging

PG6/18(97)-paper coating

PG6/19(97)-fish meal and fish oil

PG6/20(97)-paint application in vehicle manufacturing

PG6/21(96)-hide and skin

PG6/22(97)-leather finishing

NIN|IN|W|IN|DN

PG6/23(97)-coating of metal and plastic

2

PG6/24(96)-pet food manufacturing

2 - cooking involved in process
1 - no cooking involved in process

PG6/25(97)-vegetable oil extraction, fat and oil refining

2 - vegetable oil processes
3 - heat refining processes

PG6/26(96)-animal feed compounding

2

PG6/27(96)-vegetable matter drying

2

PG6/28(97)-rubber

3 - carbon black used in process
2 - dl others processes

PG6/29(97)-di-isocyanate

3

PG6/30(97-production of compost for mushrooms

PG6/31(96)-powder coating (including sheradizing)

PG6/32(97)-adhesive coating

PG6/33(97)-wood coating

N[N ]N

PG6/34(97)-respraying of road vehicles

AN
*

PG6/35(96)-metal and other thermal spraying

PG6/36(97)-tobacco processing

PG6/40(94)-coating, recoating of aircraft and components

PG6/41(94)0-coating and recoating of rail vehicles

N IN[INN
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Table A1.10: Risk Rating of LAPC Processes According to APRR

Process guidance note Category
3 - coal tar, oxidised bitumen and
PG6/42(94)0-bitumen and tar cutback bitumen processes
1 - asphalt processes
IPR 4/17 Chemical storage 3

WID - Process will come under the Waste Incineration Directive

Non WID - Process will not come under the Waste Incineration Directive

* - Where a particular process is large for the sector and, in the judgement of the EHO, this has significant
impacts for risk, the ranking should be increased by one category.
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Risk Assessment Method for Local Air Pollution Control

Scor e Sheet

Name of Process Operator

I nspector’s Name

Environmental | mpact Appraisal

PG Note

Date

Component 1 - Inherent Environmental |mpact Potential

APRR Risk Rating Category Possible Scores Score Awar ded
(A) Category 1 10

(B) Category 2 20

(C) Category 3 30

Component 2 - Progresswith Upgrading

Status of Upgrading Possible Scores Score Awar ded
(A) Upgrading not complete but PG Note deadline has yet to be reached 5

(B) Upgrading not yet complete and PG Note deadline has passed 10

(C) Upgrading complete and meets BATNEEC Requirements 0

(D) Emissions control exceeds BATNEEC Requirements -10

Component 3 - Sensitivity and Proximity of Receptors (circle appropriate scor€)

Sensitivity of Receptors

Proximity to Emission Source (x) High (y) Medium (z2) Low
(A) < 100m’ 20 12 5
(B) 100 - 250m" 12 10 3
(C) 250 - 500m’ 5 3 1
(D) >500m* 0 0 0

Al distances should be multiplied by a factor of 2 for mineral and cement & lime processes and by a factor of 4 for combustion, incineration (not

cremation), iron & steel and non-ferrous metal processes.

Note: Distances should be measured fromthe process itself, rather than the site boundary.

Component 4 - Other Targets

Possible Scores Score Awar ded
(A) Other air pollution problems in the local areato which processis apotential contributor 10
(B) No such air pollution problems 0
Total Scorefor Environmental Impact Appraisal Range0to 70

Page A1-17




Operator Performance Appraisal

Component 5 - Compliance Assessment

Scale of Non-Compliance Possible Scores Scores Awar ded
(A) Inci deqt leading to justified c_omplaint but no breach of specific authorisation condition or of 0 points

general/residual BATNEEC condition

(B) Incident leading to ajustified complaint’ 5 per incident

(C) Breach of authorisation not leading to formal action 10 per incident

(D) Incident leading to formal caution, Enforcement Notice or prosecution 15 per incident

(E) Incident leading to a Prohibition Notice 20 per incident

Total (Max. 50)

" Unjustified complaints may be e.g. those considered by the inspector to be unreasonable or which cannot be clearly linked to an incident at the process.

Scoring for Component 6 - Assessment of Monitoring, Maintenance and Recor ds

Possible Scores

Criterion Score Awar ded

(x) Yes (y) No (2) NIA
(A) All monitoring undertaken to the degree required in the authorisation? 0 10 0
(B) Monitoring requirements reduced because results over time show consistent compliance? -5 0 0
(C) Process operation modified where any problemsindicated by monitoring? 0 5 0
(D) Fully documented and adhered to maintenance programme, in line with authorisation? 0 5 0
(E) Full documented records as required in authorisation available on-site? 0 5 0
(F) All relevant documents forwarded to the authority by date required? 0 5 0
Total score (-5t030)
Component 7 - Assessment of Management, Training and Responsibility

Possible Scores

Criterion Scor es Awar ded

(x) Yes (y) No (2) NIA
(A) Documented proceduresin place for implementing all aspects of the authorisation? 0 5 0
(B) Specific responsibilities assigned to individual staff for these procedures? 0 5 0
(C) Completion of individua responsibilities checked and recorded by the company? 0 5 0
(D) Documented training records for all staff with air pollution control responsibilities? 0 5 0
(E) Trained staff on site throughout periods where potentially air-polluting activities take place? 0 5 0
(F) Isan ‘appropriate’ environmental management system in place? -5 0 0
Total (-5t025)

Total Scorefor Operator Performance Appraisal

Range-10to 105

OVERALL SCORE FOR THE PROECSS

Range-10to0 175

REGULATORY EFFORT CATEGORY

LOW, MED, HIGH
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D E F RA PAauL BARRETT

PoLicy ADVISOR

Department for AIR & ENVIRONMENTAL QUALITY DivISION
Environment,
Food & Rural Affairs DEPARTMENT FOR ENVIRONMENT,
FooD AND RURAL AFFAIRS
4/G9

ASHDOWN HOUSE
123 VICTORIA STREET

Head of Pollution Control Lonbon SWIE 6DE

DIRECT LINE: 020 7944 6333

Fax: 0207944 6329

GTN CobpE: 35336333

E-MAIL: paul .barrett@defra.gsi.gov.uk

OuRr Rer: AQ 1/1/142

20 JuNE 2001

Dear Head of Pollution Control,

Environmental Protection Act 1990, Part | —
Trial of risk based method for Local Air Pollution Control (LAPC)

This letter relates to the work of your air pollution team. | am seeking your authority’s
participation in a trial of a risk assessment method for LAPC, which is intended to target
regulatory effort where it is most needed. You will shortly be receiving a phone call from Risk
and Policy Analysts Ltd, consultants employed by the Department, to talk to you about the trial
and to explain what is involved.

The tria follows up work started last year to design a method for the risk assessment of LAPC
processes. An executive summary of this work is attached in Annex A. A full copy of the report
can be found at: http://www.environment.detr.gov.uk/consult/airg/lagm/lapcl/index.htm (a paper
copy can be provided upon request).

The report recommends a practical evaluation of Method 3, set out in the previous report, to be
done by a selected number of authorities. We raised the issue at the last IPLC meeting with local
authorities on 15 May 2001 who endorsed our proposal to seek 14 authorities to take part in the
trial.

Annex B briefly outlines what will be involved in the trial. Risk and Policy Analysts Ltd., will
send detailed information about the trial if you agree to take part.

The CIEH have confirmed that Core CPD points will be available for taking part in an end of tria
consultation with authorities to assess their experience with the method (see Annex B).

The information that you provide will be used for the above-mentioned purpose, and summaries of
the information provided from all 14 authorities may be publicly available. But we will at no stage
identify any of the information as connected with your authority except (unless you specifically
ask that we do not) we may share your data with the Local Government Association.
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We would be grateful if you were to agree to your LAPC officers being involved. The work is
important to the future of LAPC and would give your authority foresight and experience of the risk
based method we intend authorities to use to deliver their LAPC duties. Y our authority will have
the advantage of doing this work with full technical support from our consultants. The group of
authorities taking part will be called the Risk Based Method Trials Group. We will of course send
you a copy of the report, which ought to be helpful to you in terms of benchmarking against the
other authorities taking part.

Please contact me if you wish to clarify any of these details.

Y ours sincerely,

PAUL BARRETT
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Annex A
EXECUTIVE SUMMARY

1. Overview

This report provides the results of Stage 1 of a study conducted by Risk & Policy Analysts Ltd.
(RPA) for the Air and Environment Quality Division of the Department of the Environment,
Transport and the Regions (DETR) in partnership with the National Assembly for Wales and the
Department of Trade and Industry. The study is concerned with the development of arisk
assessment method for use by local authority inspectors under the local air pollution control
(LAPC) regime.

DETR wishes to consider options for changing the essentially standard current rates of fees and
charges for LAPC processes to a system whereby fees and charges are levied based on arisk
assessment system linked to regulatory effort. The advantages of such a risk-based scheme include
the following:

improved transparency and value for money for regul ated businesses, since regulatory effort and
fees would better reflect the risk to air pollution posed by individual processes or process
categories;

reduced regulatory burden on business through targeting of resources to those which pose most of
arisk (although proper environmental regulation would need to be retained);

areduced burden on local authorities, enabling more effective delivery of their obligations under
the best value regime; and

improved consistency in regulation.

2. Approach to the Study

Various risk assessment methods in use for environmental protection and in other fields have been
appraised in terms of their applicability to the LAPC regime. Criteriathat could be used for LAPC
processes were then considered, taking into account the many variables in the LAPC system and
differences between LAPC and other fields.

Four possible risk assessment methods have been devel oped which vary according to their
complexity and the length of time required to undertake the assessment. They also vary according
to the degree to which expert judgement is required. Furthermore, the methods vary according to
the relative importance given to two key attributes of process risk which are an operator’s
performance in managing environmental pollution and the inherent environmental impact potential
of aprocess. These four methods are as follows:

Method 1 involves a crude risk rating of process categories based upon avail able statistical
data. Therelative ratings of processes are not considered to be robust but are used as a basis for
illustration of the use of such an approach.

Method 2 is a simple screening approach, involving the use of the risk rating in Method 1 for
allocation of abaseline score for the various process categories. Individua processes are then
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further classified according to the number of complaints received and the degree of compliance
with the process authorisation.

Method 3 again employs Method 1'srisk rating for a baseline score. However, various further
attributes are used to address aspects of a process's potential environmental impact and the
performance of the operator. This method reflects the methodology of Operator and Pollution Risk
Appraisal (OPRA) for IPC (Integrated Pollution Control) processes but is based upon criteria that
are less open to subjective judgements, in line with the approach used in ‘ OPRA for Waste'.

Method 4 is essentially the same as OPRA for IPC processes, with modifications to take into
account the differences between |PC and LAPC processes.

A seminar was held to discuss the potential application of these methods and to consider which
might prove the most suitable. This was attended by representatives of industry, local enforcing
authorities and central government.

The output of each of the methods is an assessment of the level of ‘regulatory effort’ required by
each process or type of process. Thisisthen linked to the costs of regulation, in terms of inspector
time, which in turn can be used to determine the level of charges payable. The costs and benefits
of the different methods are assessed in terms of their potential impacts on regulator and industry
costs and the extent to which they provide an incentive for more efficient regulation and improved
environmental performance.

3. Conclusions and Recommendations

An overal analysis of each method has been carried out against various assessment criteria. On
the basis of this analysis, together with the findings of the seminar, it is recommended that further
practical evaluation of the use of arisk assessment method for LAPC is carried out. The most
appropriate method for further testing is Method 3.

The key change required to the method would be the development of an alternative approach to the
current risk rating of process categories (asin Method 1, which aso provides an input to Method
3). The suggested aternative is to draw together a panel of experts, including representatives of
local authorities with experience in LAPC enforcement, to agree aranking for process categories
based on their inherent environmental impact potential.

It is understood that amendments to primary legislation would be required in order to change the
basis of charges under LAPC to be risked-based. In the first instance, therefore, the emphasis of
the guidance should be on using the risk assessment method in resource allocation for regulatory
effort. Thiswill enable the accuracy of the method in linking risk assessment to regulatory effort
to be evaluated, before it is used to determine charge rates. It will also enable certain questions
regarding the applicability of the assessment method to be addressed, such as whether allocation of
scores between risk categories is appropriate and to determine the appropriate intervals for revision
of risk assessments.

It isclear from our analysis, and the seminar findings, that a range of factors may influence the

costs and benefits associated with use of arisk assessment method. One key factor is the number
and range of processes regulated by alocal authority (and, related to this, the number and
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experience of staff). Practical evaluation should therefore be designed to ensure that it includes a
range of authorities with different characteristics.

Because full testing of the method will require accurate accounting for time spent on inspection, it
may be simpler to focus practical evaluation on local authorities that have already introduced cost
accounting. This, however, might skew the testing towards the more efficient authorities. Whilst
this could be helpful in demonstrating best practice in use of the method, it would limit the
potential to judge whether use of the method could help improve inspection efficiency.

It has so far only been possible to test the methodol ogy on a small number of (fictional)

processes. The practical evaluation should aso aim to cover as full arange of process types as
possible. It should also cover both ‘good’” and ‘poor’ operatorsin terms of environmental
performance; this can best be achieved by applying the method to all of the processes regulated by
selected local authorities.

The applicability of the method to the full range of inspector activities, including new applications
as well as existing processes, should also be tested as far as possible.
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Annex B

Outline of trial

Fourteen authorities have been selected today (chosen as a random stratified sample), including
yourselves, to ask for your help in the trials of arisk based method for LAPC. Thistrial provides
the opportunity for your authority to help develop LAPC policy and the final risk based method.

Our selected consultants, Risk and Policy Analysts Limited, will carry out the trial. The trial will
take place over a period of five months from July, and will involve local authorities using the risk
based method on up to 50 of their authorised Part B processes, depending upon the number your
authority has. Authorities will then report back to the consultants using a simple questionnaire for
each process. Where visits are due to made during the trial period to processes on which the risk
based methods have been used, local authorities will be asked to use the method as a basis for
discussion with the operator. Both the operator and the authority will then complete a simple
guestionnaire.

There will be initial consultation between the consultants and each authority to outline the method
and to explain the record keeping procedures that will be required during the assessment. The
consultants will be available to answer any queries you have concerning the method during the
trial. There will also be an end of trial consultation with authorities to assess their experience with
the method. This may include a one-day meeting in London to provide an opportunity to share
experiences.

Consultants contact details:

Risk & Policy Analysts Ltd
Farthing Green House

1 Beccles Road, Loddon

Norfolk, NR14 6L T, UK
Telephone: 01508 528465

Fax: 01508 520758

Email: caspar@rpaltd.demon.co.uk
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Risk & Policy Analysts Risk Based Method Trial Protocol

1.

11

1.2

TRIAL OBJECTIVESAND SCOPE
Objectives

In November 2000, Risk & Policy Analysts Ltd (RPA) reported to the Department for
Environment, Food and Rural Affairs (DEFRA, then DETR) on theresults of astudy’ to
develop a risk based method for Local Air Pollution Control (LAPC). The report
recommended that further practical evaluation of the use of arisk assessment method for
LAPC should be carried out.

The objective of the risk based method trial is to establish whether the method
recommended by the report provides a practical basis for work planning and eventual
charging for LAPC and to establish its benefits and disadvantages in comparison with
current practice. In particular, it will test whether the method provides:

a reduced burden on local authorities, enabling more effective delivery of their
obligations under the best value regime, without loss of environmental protection;

reduced regul atory burden on business through targeting of resourcesto those which
pose most of arisk (whilst retaining proper environmental regulation), without | oss of
environmental protection;

an incentive for improved environmental performance;

improved transparency and value for money for regul ated businesses, since regulatory
effort and fees would better reflect the risk to air pollution posed by individual
processes or process categories, and

improved consistency in regulation.

Thereport also highlighted aneed to test the sensitivity of the method to numerical scores
and cut-off points.

Scope

The tria is planned to last until 30 November 2001. The Risk Based Method Trials
Group membership will comprise up to 15 authorities with responsibility for LAPC
enforcement, with a range in the number and type of processes regulated and covering
different geographical locationsin England and Wales.

Thetrial will be managed by RPA on behaf of DEFRA, with support from the National
Assembly for Wales and the Department of Tradeand Industry. Contact detailsfor RPA
and DEFRA are given at the end of this document.

At the end of the trial, RPA will collect and analyse the results of the tria, including
feedback from Risk Based Method Trials Group members and process operators, and
prepare areport for DEFRA setting out our conclusions and recommendationsfor use of

Risk & Policy AnalystsLtd (2000): Risk Assessment Method for Local Air Pollution Control: Final Report,
prepared for the Department of the Environment, Transport and the Regions with the National Assembly
for Wales and the Department of Trade and Industry.

(Available at http://www.defra.gov.uk/environment/consult/airg/lagm/lapcl/index.htm)
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Risk &

Policy Analysts Risk Based Method Trial Protocol

2.1

Step 1:

Step 2:

Step 3:

the risk based method. This report will then be the subject of public consultation by
DEFRA but will not identify the individual participating authorities.

Risk BASED METHOD TRIAL ACTIVITIES

Actionsfor Trials Group Members

| dentify processes to be included within the trial

Identify up to 50 processes, depending upon the number of processes you regul ate under
LAPC, to which the risk based method can be applied. It isimportant that a range of
processesis covered and thusit is suggested that no more than 20% of these should be of
the same process type (RPA may suggest particular types of processes that should be
included in your selection if possible).

Y ou should also identify which of these processes you are scheduled to visit during the
trial period.

Once the processes have been selected, please inform RPA of your selection so that we
can be aware of any overlaps or gaps.

Score each selected process using the method

This stage of thetrial isintended to be desk-based only. Each of the selected processes
should be scored using the method, based on information held in your filestogether with
officers’ knowledge of the process. The output will be a series of scores for different
attributes and all ocation of the processto arisk category, whichislinked to the regulatory
effort required by that process.

Scoring does not need to be carried out on all selected processes at once; instead, it can
be carried out when files are being reviewed, in anticipation of visits or for other
purposes.

A score sheet (copy attached) should be completed for each process scored; the score
sheet includes basi ¢ information on the process so that we can link score sheetsto other
information on the process. Where appropriate, processes should be divided amongst
different officerswithin the pollution team, to check ease of use of the method by officers
with different levels of experience and its consistency between different users. It is,
therefore, important that you complete the sections concerning your name, level and
length of experience.

Scoring should take approximately 15 minutes per process.

Complete a scoring feedback form

After the score sheet has been completed, please complete ascoring feedback form. This
asksasmall number of simple questions about the scoring processand itsresults. It also
repeats the basic information on the process that is contained on the score sheet.

Please return the score sheet and the scoring feedback form to RPA as soon as
possible. Do not wait until all the selected processes have been scored.
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Risk & Policy Analysts Risk Based Method Trial Protocol

Step 4: Use the score sheets during visits to selected processes

Step 5:

Step 6:

Where you have scheduled visits to selected processes during the trial period, use the
score sheet as abasisfor discussion with operatorsduring thevisit. The completed score
sheet should be shown to the operator and the scores discussed with them, together with
any action that could be taken to reducetheir scoresand risk category (you may also want
to show the operator a copy of the guidance for scoring of processes).

The purpose of the trial can be explained to the Process Operator using the following
description:

“ The Department for Environment, Food and Rural Affairs (DEFRA, formerly DETR)
and the National Assembly for Wales are carrying out a trial of a Risk Based Approach
for LAPC with 14 randomly selected authorities.

The aim of a risk based approach isto:

reduce the regulatory burden on operators where necessary;

in the long-termreduce financial burden on operatorsin linewith regulatory effort;
target local authority resources where they are most needed; and

provide an open and transparent approach to regulation in line with the Best Value
principles.

The Department would be grateful for your co-operation in this exercise, which will
require you to complete a simple, short feedback form.”

Using the score sheet should not add to the length of the visit but should provide afocus
for discussion.

Ask the Process Operator to complete a feedback form

Ask a each operator visited to complete a Process Operator feedback form (copy
enclosed). Y ou should complete the basic information on the process at the top of the
form.

Thefeedback form asksafew simple questions about the Process Operator’ sviews of the
risk based method. It is self-explanatory.

The feedback form should be returned to RPA directly by the Process Operator.

Complete a post-visit feedback form

After each visit, complete a post-visit feedback form. Thisasksafew simple questions
about use of the score sheet during the visit and about whether your views on the results
of the method have changed following the visit.

Once again, the form repeats the basic information about the process, so that it can be
matched to the score sheet and scoring feedback form.
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Step 7:

2.2

Following the visit, you may wish to amend the scores you initially awarded to the
process. If so, please amend theinitial score sheet and return it to RPA together with the
post-visit feedback form.

Pleasereturn the post-visit feedback form(and revised score shest, if appropriate) to RPA
as soon as possible.

Provide feedback to RPA at the end of thetrial

RPA will contact you at the end of thetrial period to ask for general feedback about:

your general views on suitability of the seven componentsthat comprise the method;
their relative weighting and subjectivity;

the treatment of processes at the margins of scoring bands;

the advantages and disadvantages of therisk based method compared to the approach
you used previoudly;

the implications of the method for costs and resources; and

any comments on the method that you have received from Process Operatorsor other
stakehol ders.

We will develop a detail ed approach to seeking such feedback during thetrial, to reflect
theinformation that you and other Risk Based Method Trials Group Members send to us.

Resour ces and Assistance

Enclosed with thisdocument are copies of thefollowing (copiesare aso availableonline
at http://www.rpaltd.co.uk/lapc.htm):

A description of the risk based method and guidance on how to apply it;

A score sheet to record the results of applying the method to each process covered;
A scoring feedback form to be completed by officers after each processis scored;
An operator feedback form to be handed to operators of scored processes during
visits; and

A post visit feedback form to be completed by officers after each visit to a scored
process.

Compl eted score sheets and feedback forms can be returned to RPA either electronically
or by post.

RPA will provide a helpline throughout thetrial, to assist with any queries arising from
thetrial. Contact detailsfor RPA are given below.

Caspar Corden Telephone: 01508 528465

Risk & Policy Analysts Ltd Fax: 01508 520758

Farthing Green House Email: caspar @rpaltd.demon.co.uk
1 Beccles Road, Loddon Internet: www.rpaltd.co.uk/lapc

Norfolk, NR14 6L T, UK

If you wish to contact DEFRA regarding any aspect of the trial, please contact:
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Paul Barrett Telephone: 020 7944 6333
4/G9 Ashdown House

123 Victoria Street

London, SW1E 6DE
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Risk & Poalicy Analysts Description of Risk Assessment Method

RISK ASSESSMENT METHOD FOR LAPC

I ntroduction

The risk assessment method determines the relative level of risk (high, medium or low)
associated with each LAPC process and thus the effort required to regulate the process. The
overall risk is evaluated by:

+ determining the potential environmental impact of the process; that is, the degree of risk
that the process poses and the sensitivity of its location; and

+ Operator performance appraisal; that is, how well does the operator manage the
potential environmental impact of the proposal.

Each of these aspects is judged by scoring the process against a number of different
components. These components are listed below, together with an explanation of how they
were derived, guidance on how they should be applied and the implications for regulatory
planning. A separate score sheet is provided to record the scores for each process.
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Risk & Poalicy Analysts Description of Risk Assessment Method

Stage 1. Environmental | mpact Appraisal
The components for appraising the potential environmental impact of processes are:

+ inherent environmenta impact potential (component 1);

« progress with upgrading (component 2);

« sensitivity and proximity of receptors (component 3); and
+ other targets (component 4).

Component 1: Inherent Environmental I mpact Potential of Process

This component of the methodology reflects the fact that certain process types have inherently
greater potential environmental impacts than others and may thus require greater regulatory
effort.

The DETR Advisory Panel on Risk Ranking (APRR) has rated the various processes , as
defined by the relevant PG Note(s), into three categories according to their inherent
environmental impact potential. Therating is provided in Annex 1 to this document.

Scoring for Component 1: Inherent Environmental | mpact
Risk Rating Score Awar ded
Category 1 10
Category 2 20
Category 3 30
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Risk & Poalicy Analysts Description of Risk Assessment Method

Component 2: Progresswith Upgrading

This second component of the methodology assesses the extent to which a process has been
upgraded to comply with the BATNEEC requirements set out in their authorisation. Not only
may processes that have not completed upgrading pose a greater potential risk; they are also
likely to require more regulatory effort in monitoring progress with the upgrading.
Conversely, processes that exceed BATNEEC requirements will pose reduced risks and may
require less regulatory effort.

There are three possible classifications for scoring of processes:

upgrading to meet the requirements of the authorisation is not yet complete, due either to
updating of the guidance note or variations to the process;

upgrading is complete and the process meets all of the current applicable BATNEEC
requirements; and

emissions control technology not only meets current BATNEEC requirements but goes
beyond those requirements, resulting in lower emissions (for example, where improved
emissions arrestment plant has been adopted voluntarily in plant already meeting
BATNEEC requirements or where process guidance note requirements are met over a
year before the due date).

The nature and extent of upgrading required, or the degree to which BATNEEC is
exceeded, may vary considerably amongst processes. However, to ensure objectivity and
consistency, the same scores should be awarded on regardless of the magnitude these
factors

Scoring for Component 2: Progresswith Upgrading

Status of Upgrading Score
Upgrading not compl ete because Guidance Note deadline has yet to be reached 5
Upgrading not yet complete for other reasons 10
Upgrading compl ete and meets BATNEEC Requirements 0
Emissions control exceeds BATNEEC Requirements -10
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Component 3: Sensitivity and Proximity of Receptors

This component assesses the extent to which any receptors in the vicinity of a process could
be impacted by emissions from the process. This will be determined by the sensitivity of the
receptors in question (their number or the particular importance attached to them) and also by
their proximity to the process. This criterion is not intended to reflect the nuisance potential of
a process, and thus the potential for complaints (this is included under the ‘Compliance
Assessment’ section below), but rather the potential for physical harm to the receptors in
guestion.

The sensitivity of receptorsis classified as high, medium or low:

high - schools, residentia areas, hospitals, designated environmental areas (e.g. SSSIs);

medium - offices, isolated residences, major roads, footpaths/cycle paths, agricultural
land; and

low - public open space, minor roads, industrial areas, car parks, derelict land.

The distances used to determine proximity are based upon the distances up to which statutory
consultation is required where SSSIs are near to Part B processes (based on DETR’s General
Guidance Note GG3). Whilst in practice the distances at which different receptors are
affected will vary according to the receptor and the pollutant in question, these standard
distances are used in order to assure simplicity and consistency in application of the method.

Scores are awarded according to a combination of the sensitivity of receptors and their
proximity to the emission source. The highest possible score is awarded, which may not
necessarily be the score for the most sensitive receptor. For example, where thereisa high
sensitivity receptor 300m away and a medium sensitivity receptor 150m away, the
respective scores are 5 and 10 and the latter is the score awarded.

Scoring for Component 3: Sensitivity and Proximity of Receptors

Sensitivity of Receptors
Proximity to Emission High Medium Low
<100m’ 20 12 5
100 - 250m’ 12 10 3
250 - 500m’ 5 3 1
>500m* 0 0 0

" All distances should be multiplied by afactor of 2 for mineral and cement & lime processes and by a factor
of 4 for combustion, incineration (not cremation), iron & steel and non-ferrous metal processes.
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Component 4. Other Targets
An additional 10 points should be scored if there are particular air pollution problems in the

local area to which the process is a potentia contributor; for example, where an Air Quality
Management Area has been established for a pollutant emitted from the process.
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Stage 2. Operator Performance Appraisal
The components for operator appraisal are:

monitoring, maintenance and records (component 5);
compliance assessment (component 6); and
management, training and responsibility (component 7).

Component 5: Monitoring, Maintenance and Recor ds
Scores are awarded on the basis of:

whether an operator has undertaken any monitoring specified in the authorisation;
whether the operator responds to remedy the causes of problemsindicated by monitoring;

whether there is a documented maintenance programme, that has been adhered to and that
has been adjusted to take account of any signs of deterioration with potential adverse
effects upon emissions,

whether fully-documented records are available on-site; and

whether these records have been submitted to the local enforcing authority within the
required timescales.

| Where any of the elementsiis not applicable, a score of zero should be awar ded.

Scoring for Component 5: Assessment of Monitoring, Maintenance and Records

Criterion Score

Yes No

All monitoring undertaken to the degree required in the authorisation?

Monitoring requirements reduced because results over time show consistent compliance?

Process operation modified where any problemsindicated by monitoring?

Fully documented and adhered to maintenance programme, in line with authorisation?

Full documented records as required in authorisation available on-site?

o|lo|lo|o| kx| o
o|la|lalo|o

All relevant documents forwarded to the authority by date required?

Total score (-5to0 30)
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Component 6 Compliance Assessment

This section relates to any incidence of non-compliance that has occurred in the past
year. Compliance is assessed in terms of individua incidents, such as those where a
complaint has been received which can be identified as being linked to the process but which
may or may not have breached a specific condition. A single incident that led to a number of
complaints should be scored as being one incident. For each incident, a score is awarded
according to the level of action required. If there has been no non-compliance, a score of zero
is awarded. For example, a hypothetica cement process received three complaints on three
separate occasions around eight months ago from loca residents. The emissions leading to
the complaints were caused by repeated failures of a bag filter, which was remedied by the
operator replacing the filter bags. The process also received an enforcement notice nine
months ago in relation to afailure to record emissions in the log book. The score would be 15
points for the complaints and 15 points for the enforcement notice, giving atotal of 30 points.

The maximum possible score is 40 points; for example, a score of 40 points will be awarded
even where there have been more than eight incidents leading to complaints This is to
ensur e that scores for non-compliance do not distort the overall scores

Scoring for Component 6: Compliance Assessment

Scale of Non-Compliance Score
Incident leading to a complaint’ 5 per incident
Incident leading to formal caution, Enforcement Notice or prosecution 15 per incident
Incident leading to a Prohibition Notice 20 per incident
Total (Max. 40)

" This should not include, for example, complaints that are considered by the inspector to be unreasonable or
which cannot be clearly linked to an incident at the process.
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Component 7: Management, Training and Responsibility

This component assesses whether documented procedures for implementing all aspects of the
authorisation are in place, with responsibility alocated to particular staff members. It also
assesses whether completion of these responsibilities is checked and that staff with pollution
control responsihilities are on site when polluting activities take place, have been given the
degree of training specified in the authorisation and that there are documented and
implemented programmes for staff training. The extent of documentation may vary,
particularly for small processes. Any element that is not applicable to a process should be
scored as zero.

The standard paragraphs for authorisations being introduced through the latest revisions of
process guidance notes require operators to have in place ‘appropriate’ environmental
management systems, tailored to the nature and size of the particular process. The key
elements of an environmental management system, identified in 1SO 14001, include:

« anenvironmental policy, issued to all employees;

+ objectives for improvement of environmental performance, with specific targets where
relevant;

+ aprogramme to ensure compliance with the policy and to meet the objectives,

« allocation of responsibility to staff, with provision of appropriate training;

+ measures to control the environmental impacts of operations;

+ ways to track progress, check compliance and take corrective actions where necessary;
and

« regular review of the effectiveness of the management system.

Scoring for Component 7: Assessment of Management, Training and Responsibility

Criterion Score

Yes No

Documented proceduresin place for implementing all aspects of the authorisation?

Are specific responsibilities assigned to individua staff for these procedures?

Is completion of individua responsibilities checked and recorded by the company?

Are there documented training records for all staff with pollution control responsibilities?

Trained staff on site throughout periods where potentially-polluting activities take place?

o|lo|OoOo|O|O | O
gagjlafo|jlo|oa| o

Isthere an ‘appropriate’ environmental management system in place

Total (0to 30)

Any element that is not applicable to a process should be scored as zero
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Overall Scoring and Deter mining Regulatory Effort

The overall score for a process is obtained by summing the score for each component. The
table below summarises the maximum possible scores under each of the components. The
total maximum scoreis 170.

Overall Maximum Scores

Assessment Component Maximum Score

Environmental Impact Appraisal

Inherent Impact of Process 30

Progress with Upgrading 10

Sensitivity and Proximity of Receptors 20

Other Targets 10

Operator Performance Appraisal

Monitoring, Maintenance and Records 30

Compliance Assessment 40

Management, Training and Responsibility 30

Maximum Total 170

The total score awarded can then be used to determine the appropriate level of ‘regulatory
effort’ to be devoted to the subsistence aspects of a process, as shown in the table below.

Deter mination of Regulatory Effort from Scores

Regulatory Effort
Overall Score
Category Hours per Y ear*
Lessthan 50 Low 9 (15)
50 to 100 Medium 18 (30)
Over 100 High 27 (45)

* Estimated average regulatory time per process varies from 18 to 30 hours per year

Regulatory effort refers to the time taken to regulate a process that is dependent upon the
process characteristics. This includes both time spent on inspections and time spent at the
office preparing for inspections, writing reports and reviewing data supplied by operators.
The average regulatory time spent per process varies from 18 to 30 hours per year; your
evaluation of the regulatory effort required per process should be based upon your own
average regulatory time.

Where a process requires ‘high’ regulatory effort, this may imply longer and/or more frequent
visits; for example visits twice a year rather than annually. Where ‘low’ regulatory effort is
required, this may imply shorter and/or less frequent visits. Inspectors will need to judge for
each process how the estimated regulatory time can best be spent to maximise the efficiency
of regulation.
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Annex 1. Classification of Processes by Advisory Panel on Risk Ranking (APRR)

Table A1, below, provides a ranking of processes according to their based on their inherent
environmental impact potential. Process categories are placed in one of the following three
categories, taking into account potential for contained and/or fugitive emissions, for health
impacts, for environmental impacts and potentia for ‘ offensiveness' impacts:

Category 1 processes with an inherent environmental impact potential which was
lower/below average when compared with other Part B processes.

Category 2 processes with an inherent environmental impact potential which was
medium/average when compared with other Part B processes.

Category 3 processes with an inherent environmental impact potential which was
higher/above average when compared with other Part B processes.

Table Al: Risk Rating of LAPC Processes Accordingto APRR

Process guidance note Category
PG1/1(95)-waste oil burners, <0.4AMW 1
PG1/2(95)- waste recovered oil burners, lessthan MW 2
PG1/3(95)-boilers and furnaces, 20-50MW i ffelf' ’
PG1/4(95)-gas turbines, 20-50MW 1
PG1/5(95)-compression ignition engines, 20-50MW 1
PG1/10(92)-waste derived fuel combustion <3MW 3
PG1/11(96)-rehest, heat treatment furnaces, 20-50MW 2
PG1/12(95)-combustion of solid waste 0.4 to 3MW 3-WID
2-non-WID
PG1/13(96) storage, |oading, unloading petrol at terminals 3
PG1/14(96)-unl cading petrol into storage at service stations 1
PG1/15(97)-odorising natural gas, liquefied petroleum gas 1
PG2/1(96)-furnaces to extract non-ferrous metal from scrap 3
PG2/2(96)-hot dip galvanising 2

Reverberatory/Rotary - 3
Gas/electric fed - 1*
Crucibleoil fed - 2
Cruciblegasfed - 1

PG2/3(96)-electrica and rotary furnaces

3 - core making, chemically bonded

PG2/4(96)-iron, steel, non-ferrous metal foundry processes moulds, thermally reclaimed sand
2* - dl other processes
PG2/5(96)-hot and cold blast cupolas 3

2 - ingots and in house clean scrap used

PG2/6(96)-al uminium and aluminium alloy processes 3 - other scrap used

2 - ingots and in house clean scrap used

PG2/7(96)-zinc and zinc aloy processes 3- other scrap used

2 - ingots and in house clean scrap used

PG2/8(96)-copper and copper alloy processes 3 - other scrap used
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Table Al: Risk Rating of LAPC Processes According to APRR

Process guidance note Category
PG2/9(96)-meta decontamination processes 3
PG3/1(95)-blending, packing, loading and use of bulk cement 1
PG3/2(95)-manufacture of heavy clay and refractory goods 3
PG3/3(95)-glass (exc. lead glass) manufacturing processes 3
PG3/4(95)-lead glass manufacturing processes 3
PG3/5(95)-coal, coke, coal product and petroleum coke 2 _1 aI-I %?ggggﬂfgs%
PG3/6(95)-polishing, etching of glass etc using HF acid 3
PG3/7(95)-exfoliation of vermiculite and expansion of perlite 1
PG3/8(96)-quarry processes 1*
PG3/12(95)-plaster processes 1
PG3/13(95)-ashestos processes 3
PG3/14(95)-lime processes 1
3-WID
PG3/15(96)(a)- roadstone coating 2 - non-WID/non gas fed
1- gasfed

PG3/15(96)(b)-mineral drying 2 '1”_°gagafse;ed
PG3/16(96)-mobile crushing and screening 1

1 - spray dryers

PG3/17(95)-chinaand ball clay +spray drying of ceramics 2 - Ball/Chinadlay proc

PG4/1(95)0- surface treatment of metals

PG4/2(96)0- manufacture of fibre reinforced plastics

PG5/1(95)-clinical waste incineration < 1 tonne/hour

PG5/2(95)- crematoria

PG5/3(95)-animal carcass incineration < 1 tonne an hour

PG5/4(95)-general waste incineration < 1 tonne an hour

PG5/5(91)-sewage sludge incineration < 1 tonne an hour

PG6/1(00)-processing of animal remains and byproducts

PG6/2(95)-manufacture of timber and wood-based products

PG6/3(97)-chemica treatment, timber, wood-based products

PG6/4(95)- manufacture of particleboard and fibreboard

PG6/5(95)-maggot breeding

PG6/7(97)-printing and coating of metal packaging

PG6/8(97)-textile and fabric coating and finishing

PG6/9(96)-manufacture of coating powder

PG6/10(97)-coating manufacturing

NINININDNINWOWIWRP[PIWW[W|W|W[W|W[DN

PG6/11(97)-manufacture of printing ink
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Risk & Poalicy Analysts Description of Risk Assessment Method

Table Al: Risk Rating of LAPC Processes According to APRR

Process guidance note Category
PG6/12(91)-production of natural sausage casings, tripe, etc 2
PG6/13(97)-coail coating 2
PG6/14(97)-film coating 2
PG6/15(97)-coating in drum manufacture and reconditioning 2
PG6/16(97)-printworks 2%
PG6/17(97)-printing of flexible packaging 2
PG6/18(97)-paper coating 2
PG6/19(97)-fish meal and fish oil 3
PG6/20(97)-paint application in vehicle manufacturing 2
PG6/21(96)-hide and skin 2
PG6/22(97)-leather finishing 2
PG6/23(97)-coating of metal and plastic 2

PG6/24(96)-pet food manufacturing

2 - cooking involved in process
1 - no cooking involved in process

PG6/25(97)-vegetable il extraction, fat and oil refining

2 - vegetable oil processes
3 - heat refining processes

PG6/26(96)-animal feed compounding

2

PG6/27(96)-vegetabl e matter drying

2

PG6/28(97)-rubber

3 - carbon black used in process
2 - dl others processes

PG6/29(97)-di-isocyanate 3
PG6/30(97-production of compost for mushrooms 2
PG6/31(96)-powder coating (including sheradizing) 1
PG6/32(97)-adhesive coating 2
PG6/33(97)-wood coating 2
PG6/34(97)-respraying of road vehicles 1*
PG6/35(96)-meta and other thermal spraying 2
PG6/36(97)-tobacco processing 2
PG6/40(94)-coating, recoating of aircraft and components 2
PG6/41(94)0-coating and recoating of rail vehicles 2

PG6/42(94)0-bitumen and tar

3 - codl tar, oxidised bitumen and
cutback bitumen processes
1 - asphalt processes

IPR 4/17 Chemical storage

3

WID - Processwill come under the Waste Incineration Directive

Non WID - Process will not come under the Waste Incineration Directive
* - Where a particular process is large for the sector and, in the judgement of the EHO, this has significant

impacts for risk, the ranking should be increased by 1 category.
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Risk Based Method Trial Group Score Sheet

Your Details
Name: Authority:
Grade: No of years Experience:

Details of the Process

Process type (main PG Note): Date scoring undertaken:

Operator name;

Operator address:

Guidance on completing this score sheet is provided in the paper entitled ‘Description of Risk Assessment
Method'.

Environmental Impact Appraisal

1. What isthe APRR Category? Score
2. What is the status of upgrading Score
3. What is the most sensitive/close-by receptor (highest score)? Score
4. Arethere any other relevant air quality targets? Score
Total Scorefor Environmental |mpact Appraisal (Out of 70) Score

Please turn over ...
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Risk Based Method Trial Group

Score Sheet

Operator Performance Appraisal

5. Monitoring, Maintenance and Records

Monitoring to degree required in authorisation? (10if no) Score
Monitoring requirements reduced if consistent compliance over time? (-5if yes) Score
Process operation modified where any problems indicated by monitoring? (5if no) Score
Fully documented and adhered to maintenance prog, in line with authorisation? (5if no) Score
Full documented records as required in authorisation avail able on-site? (5if no) Score
All relevant documents forwarded to the authority by date required? (5if no) Score
SUBTOTAL (MAX =30) SCORE
6. Compliance Assessment Score
Number of incidentsleading to a complaint? (5 each) Score
No. leading to formal caution, Enforcement Notice or prosecution (15 each) Score
No. of incidents leading to a Prohibition Notice (20 each) Score
SUBTOTAL (MAX = 40) SCORE
7. Management, Training and Responsibility

Documented procedures for implementing all aspects of the authorisation? (5if no) Score
Specific responsihilities assigned to individual staff for these procedures? (5if no) Score
Compl etion of responsibilities checked and recorded by company? (5if no) Score
Documented training records for staff with pollution control responsibilities? (5if no) Score
Trained staff on site whenever potentially-polluting activities take place? (5if no) Score
'‘Appropriate’ environmental management system in place? (5if no) Score
SUBTOTAL (MAX =30) SCORE
Total Scorefor Operator Performance Appraisal (Out of 100) Score
OVERALL SCORE FOR THE PROCESS (OUT OF 170)

REGULATORY EFFORT CATEGORY (HIGH, MEDIUM, L OW)

Please return the compl eted score sheet to:

Cagspar Corden Telephone: 01508 528465

Risk & Policy Analysts Ltd Fax: 01508 520758

Farthing Green House Email: caspar @rpaltd.demon.co.uk
1 Beccles Road, Loddon Further copies.  www.rpaltd.co.uk/lapc.htm

Norfolk, NR14 6L T, UK
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Risk Based Method Trial Group Scoring Feedback Form

This form should be completed following scoring of a process. Inspectors should complete details about
themselves and the process scored.

Your Details
Name: Authority:
Grade: No of years Experience:

Details of the Process

Process type (main PG Note): Date scoring undertaken:
Operator name;

Operator address:

Overall score: Risk category:

1. How long did it take you to apply the risk based method to this process?
U Below 15 minutes O About 15 minutes
U Morethan 15 minutes (please specify)

2. Was al the information needed to complete the risk based method readily available in the files or in your
personal experience?

U Yes pleasegoto Question 3 d No:
If no, what information was missing? (please describe briefly)

Where did you find the missing information?

3. Do you think that the risk category indicated by the risk based method isin line with your knowledge of the
risks posed by this process?

U Yes pleasegoto Question 4
U No: pleasegive brief reasons for your answer

4. Do you think that the regulatory effort suggested by the risk based method is the same, less than or more
than that which is currently spent on this process?

4 Thesame U  Morethan current regul atory effort
U Lessthan current regulatory effort
Please give brief reasons for your answer:

Thank you very much for completing the feedback form. Please tell us if you think that the above
guestions miss something important, or if you have any other comments on the Risk Based Method.

Please return the questionnaire to:

Cagspar Corden Telephone: 01508 528465
Risk & Policy Analysts Ltd Fax: 01508 520758
Farthing Green House Email: caspar @rpa td.demon.co.uk
1 Beccles Road, Loddon Further copies.  www.rpaltd.co.uk/lapc.htm

Norfolk, NR14 6LT
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Risk Based Method Trial Group Post-Visit Feedback Form

This form should be completed following visiting asite included in the trial. Inspectors should complete details
about themsel ves and the process.

Your Details
Name: Authority:
Grade: No of years Experience:

Details of the Process

Process type (main PG Note): Date site visit undertaken:

Operator name;

Operator address:

Overall score: Risk category:

1. Didtherisk based method score sheet form a useful basis for discussion with the operator?
U Yes U No
Please give brief reasons for your answer:

2. Didtherisk based method omit any significant areas affecting regul ation of the process?
4 No: please goto Question 3
U Yes what areas were omitted (please describe briefly)

3. Following the visit, do you wish to amend the scores you initially awarded to the process?
U No: please goto Question 4
U Yes please amend score sheet and return to RPA together with this feedback form

4. Following the visit, do you think that the risk category indicated by the risk based method is in line with
your knowledge of the risks posed by the process?

U Yes pleasegoto Question 5
U No: pleasegive brief reasons for your answer

5. Following the visit, do you think that the regul atory effort suggested by the risk based method is the same,
less than or more than that which is currently spent on this process?

U Thesame U  Morethan current regul atory effort
U Lessthan current regulatory effort
Please give brief reasons for your answer:

Thank you very much for completing the feedback form. Please tell us if you think that the above
guestions miss something important, or if you have any other comments on the Risk Based Method.

Please return the questionnaire to:

Caspar Corden Telephone: 01508 528465
Risk & Policy Analysts Ltd Fax: 01508 520758
Farthing Green House Email: caspar@rpa td.demon.co.uk
1 Beccles Road, Loddon Further copies:  www.rpaltd.co.uk/lapc.htm

Norfolk, NR14 6L T, UK
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Risk Based Method Trial Group Operator Feedback Form

The Department for Environment, Food and Rura Affairs (DEFRA, formerly DETR) and the Nationd
Assembly for Wales are carrying out a trial of a Risk Based Approach for LAPC with 14 randomly selected
authorities. The aim of the risk-based approach isto:

«  reducethe regulatory burden on operators where necessary;

» inthelong-term reduce financia burden on operatorsin line with regulatory effort;

«  target local authority resources where they are most needed; and

«  provide an open and transparent approach to regulation in line with the Best Vaue principles.

The Department would be grateful for your co-operation in this exercise, which will require you to complete this
simple, short feedback form.

Details of the Process

Company name:

Company address:

Name of person completing the form

Process type (main PG Note): Date site visited by inspector:

1. Didtherisk based method score sheet form a useful basis for discussion with the inspector?

O Yes O No
Please give brief reasons for your answer:

2. Do you believe that the risk category to which your process is allocated reflects the resources required to
regul ate your process?

O Yes d No
Please give brief reasons for your answer:

3. Arethere actions that you could take that would alocate your processto alower risk category?

d No U Yes
If yes, please describe briefly

What would be the approximate costs of these actions? £

Thank you very much for completing the feedback form. Please tell us if you think that the above questions
mi ss something important, or if you have any other comments on the Risk Based Method.

Please return the questionnaire to:

Caspar Corden, Risk & Policy Analysts Ltd Telephone: 01508 528465
Farthing Green House Fax: 01508 520758
1 Beccles Road, Loddon Email: caspar @rpaltd.demon.co.uk
Norfolk, NR14 6L T Further copies:  www.rpaltd.co.uk/lapc.htm

Your Trade Association is aware that this tria is taking place and may appreciate receiving a copy of the
completed questionnaire.
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Risk & Policy Analysts

Table A3.1 presents the range of process types included in the trial, broken down according to

the number in each authority. Details of the processes to which these refer are provided

below.

Table A3.1: List of PG NotesIncluded in the Trial

Authority | PGU | PG2 PG3/ PG4 PG5/ PG6/ No of
Processes
21,161, 232, 26°1
* * % 1 1 ) ’
1 1%2,16°1 Z1 271, 291, 34*2, 41*1 1
*
2 e 171 21 34%2, 40%1 8
3 13 173,81 2¢2 34+3 12
21, 21,82, 11°1, 17°1,
4 42 21 28%1, 201, 31+1, 32*1, 15
i 12,81, o
5 21 | 1ot Jea 1#1, 26¢1 6
*
6 e | o1 1+4, 21 2¢1 1#1, 21, 343 19
7 141 | 31 g1 2¢2, 23¢2, 33+2, 34+2 11
R I o 172, 231,
8 14+2 81, 15b*1 rL21 | i 10
*
9 el 172 2+1, 3454 8
2, | 351,81, R 22,161, 23°3, 29°1,
10 w2 | Y2 | g 15 21 31*1, 331, 34*5 28
11 1 | 61 171,83 341,231 8
71, 21,
12 91 11 St 1. 2374, 10
232, 341, 40°1
3 * % ] ] ]
13 21 172, 2¢1 e 9
* *
14 13 | 21 | LS5 21 2+1, 231 15
Total 173

Key: Thefiguresin the cells indicate the sub-category of the PG Note and the number of processes of that type within the
authority that wereincluded inthetrial. For example, Authority 1 included two processes covered by PG3/1 and one covered by
PG3/16. Wherenumbersare suffixed by “ b”, thisrelatesto a multi-process site, where the processin question isal so present at
a site with one of the other processesin the authority.

PG1/1(95)
PG1/12(95)
PG1/14(96)
PG2/2(96)
PG2/3(96)
PG2/4(96)
PG2/6(96)
PG2/9(96)
PG3/1(95)
PG3/2(95)

waste oil burners, <0.4AMW
combustion of solid waste 0.4 to SMW
unloading petrol into storage at service stations
hot dip galvanising
electrical and rotary furnaces
iron, steel, non-ferrous metal foundry processes
aluminium and aluminium alloy processes
metal decontamination processes

blending, packing, loading and use of bulk cement

manufacture of heavy clay and refractory goods
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Trial of a Risk Assessment Method for LAPC

PG3/5(95)
PG3/8(96)

cod, coke, coa product and petroleum coke
quarry processes

PG3/15(96)(b) mineral drying

PG3/16(96)
PG4/1(95)
PG4/2(96)
PG5/1(95)
PG5/2(95)
PG5/3(95)
PG6/1(00)
PG6/2(95)
PG6/3(97)
PG6/8(97)
PG6/11(97)
PG6/16(97)
PG6/17(97)
PG6/23(97)
PG6/24(96)
PG6/26(96)
PG6/27(96)
PG6/28(97)
PG6/29(97)
PG6/31(96)
PG6/32(97)
PG6/33(97)
PG6/34(97)
PG6/40(94)
PG6/41(94)

mobile crushing and screening

surface treatment of metals

manufacture of fibre reinforced plastics
clinical waste incineration < 1 tonne/hour
crematoria

animal carcassincineration < 1 tonne an hour
processing of animal remains and byproducts
manufacture of timber and wood-based products
chemical treatment, timber, wood-based products
textile and fabric coating and finishing
manufacture of printing ink

printworks

printing of flexible packaging

coating of metal and plastic

pet food manufacturing

animal feed compounding

vegetable matter drying

rubber

di-isocyanate

powder coating (including sheradizing)
adhesive coating

wood coating

respraying of road vehicles

coating, recoating of aircraft and components
coating and recoating of rail vehicles

Page A3-2



Risk & Policy Analysts

ANNEX 4

CoPY OF CONTRACT SPECIFICATION



Annex 4




CONTRACT SPECIFICATION

1. ASSESSMENT OF THE OPTIONS FOR A RISK ASSESSMENT METHOD
FOR LOCAL AIR POLLUTION CONTROL

2. SURVEY OF THE OPERATION OF THE RISK ASSESSMENT METHOD
AND ASSESSMENT OF ITSEFFICACY

Background
The Current Regulatory Framework

1.1  TheLoca Air Pollution Control regime (LAPC) was established under Part 1
of the Environmental Protection Act 1990.

1.2  Under LAPC, operators of “prescribed” processes (commonly referred to as
“Part B” processes) must have an authorisation to operate. The authorisation must
contain conditions aimed at securing BATNEEC (Best Available Techniques Not
Entailing Excessive Cost) to prevent, minimise and render harmless air emissions.
The objectiveis set out in section 7 of the 1990 Act.

1.3  Regulatory responsibility for LAPC rests with the appropriate district, borough
or unitary authority, or port health authority, in England and Wales and with the
Scottish Environmental Protection Agency (SEPA) in Scotland. Because SEPA
regulates in Scotland, GB regulators are now referred to generally as local enforcing
authorities.

1.4  Background information on LAPC is provided by the LAPC briefing note, the
latest version of which may be found on the Internet at:

http://www.aeat.co.uk/netcen/airqual/info/labrief.html

Further background can be found in “Local Air Pollution Control in England and
Wales, Five Year Report 1991-96”, Department of the Environment, December 1996
(Annex A). The Environment Agency and SEPA in Scotland regulate a separate set of
prescribed (“Part A™) processes under the Integrated Pollution Control (1PC) regime.

The Future Regulatory Framework

15 Pat 1 of the Environmental Protection Act 1990 will be replaced by
regulations under the Pollution Prevention and Control (PPC) Act 1999. The PPC
Regulations, to be made later this year, will transpose into domestic law the European
Union Directive 96/91 on integrated pollution prevention and control (IPPC). The
new legidation will repeal Part | of the Environmental Protection Act 1990 and
provide asingle regulatory framework to replace the IPC and LAPC regimes.

1.6  The new legislation will extend integrated control - covering releases to air,
water and land - to approximately 1,000 of the 21,000 processes currently regulated
under the LAPC regime. The regulations will provide for transitional arrangements
with processes phased into the new regime over a period of six or seven years. Local
authorities will retain regulatory responsibilities for the bulk of these processes, which
are known as “A2 Processes’; with the Environment Agency having a key role in
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setting the conditions relating to releases into water. Since a bespoke charging scheme
will need practical experience before being developed, A2 Processes will be subject to
an interim charging scheme, options for which will be published shortly. A copy of
the [Fifth] Consultation Paper on the Implementation of the IPPC Directive can be
found on the DETR website at [www.environment.detr.gov.uk//consult/ippc4.]

1.7  The remaining 20,000 processes that will not be subject to integrated control
will also transfer to the new regulatory regime, probably starting in 2002. There will
be some minor procedural changes to the way that these processes are regulated but
will not require any significant changes to regulatory activities.

Fees and charges

1.8  Under section 8(6) of the 1990 Act the Secretary of State is required to set fees
and charges to “so far as practicable, secure that the fees and charges payable under
the scheme are sufficient, taking one financial year with another, to cover the relevant
expenditure attributable to authorisations.” “Relevant expenditure’ is defined in
section 8(7) as being “the expenditure incurred by the local enforcing authorities in
exercising their functions under this part in relation to authorisations.” This
regquirement will be continued under the new PPC legislation.

19 The current LAPC charging structure is largely unchanged from that
established at the inception of LAPC: aflat rate with lower fees for some categories of
process that require much less effort to regulate. A copy of the most recent charging
scheme is enclosed (Annex B) together with the consultation letter on the proposed
charging levels for next year (Annex C). This letter explains the reasons for our
proposals and how they relate to the findings of a study on LAPC costs that the
DETR, DTI and the National Assembly for Wales commissioned KPMG to carry out
in 1999 (Annex D). The principal aims of this study were (i) to reach view on the
level of service necessary for alocal authority to discharge its LAPC responsibilities;
and (ii) to establish the level of fees and charges necessary to deliver the necessary
level of service.

LAPC Functions

1.10 The Secretary of State has issued a series of General Guidance Notes to local
enforcing authorities on the operation of the LAPC system. These include guidance on
procedure for applications for an authorisation, variations and appeals, as well as the
establishment, content and access to the public registers. General Guidance Number 1
(ISBN 0-11-752423-9) which introduces Part 1 of the Act will be of particular
relevance to this study. Details of where to obtain this and other notes can be found in
the LAPC briefing note on the Internet at the address given in paragraph 1.4

1.11 Ad hoc additional guidance on performance of local authority functions is aso
issued by the Air and Environment Quality Division. The enclosed additional
guidance note AQ11(98) provides information on the 4-year review of authorisations,
file management, and consistency of inspections (Annex E). Also enclosed is AQ3/99
which lists all the additional guidance notes published up to the end of 1998 (Annex
F).
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Pur pose the Review

2.1 A number of alternative charging structures have been considered since LAPC
was established and these are summarised in the enclosed 1998 DETR paper at Annex
G. The response to this paper and previous consultations by the IPLC and Industry
Forum showed a consensus to retain the current system on the grounds that it was
simple and cheap to administer. Since then, however, there has been increasing
pressure from industry to improve the transparency of the charging system and the
value for money for the regulated businesses. Government, meanwhile, has been
seeking to reduce the regulatory burden for businesses by ensuring that resources are
targeted most effectively while maintaining proper environmental regulation.

2.2  Having considered the aternatives, we have concluded that the charging
structure most likely to meet the above aims is one based on a risk assessment system
linked to inspection frequency. Such a system could offer the additional advantages of
reducing the burdens on local authorities and providing a tool for the more effective
delivery of their obligations under the Best Value regime.

2.3  Should the Departments decide to proceed with the introduction of a risk
assessment system, local authorities will be invited to use risk assessment to prioritise
regulatory effort before it is linked to the charging system. We believe it is important
to run any proposed system before linking it to charges to give regulatory authorities
and process operators experience of the system and to iron out any flaws in it. This
will minimise future conflicts between individual process operators and local
authorities over the level of fees and charges applied. (SEPA and EA currently use
risk assessment systems not linked to charging).

24  Thereview of the charging system will potentially be conducted in two stages;
an initial option assessment and design stage and a second assessment stage. The
conduct of the second stage may be dependent on the outcome of the first stage
and tenderersareinvited to submit tendersfor each stage separ ately.

25  Themain objectives of Stage 1 of the study are to:

a) establish options for arisk assessment method that could be used to determine the
relative levels of fees and charges for individua industrial processes or industrial
sectors according the time spent on inspection and other variable costs

b) assess costs and benefits of each option

c) establish which option islikely to provide the best balance of costs and benefits
and to draw up aworkable assessment method.

2.6  The Departments decision to undertake Stage 2 will depend on the outcome

of Stage 1, the recommendations of the contractor and the results of subsequent
consultations with industry and local authorities.
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2.7

a)

b)

The purpose of Stage 2 isto:

test the efficacy of the selected risk assessment method for deciding how local
authority resources should be targetted and to assess, on the basis of practical
experience, the method’ s suitability for use as a basis on which to decide the level
of feesfor individual processes or industrial sectors

establish the final design of arisk assessment based charging system.

Previous Studies and Other Risk Assessment Systems

3

Various commissioned studies or papers of relevance to this study include:
two sounding board meetings with selected local authority environmental health
officers. A copy of the report by the DETR to the Industrial Pollution Liaison
Committee (IPLC) is enclosed (Annex H).

Cardina Environment Ltd audit of local authority performance covering all
aspects of progress in implementing LAPC (Annex 1).

an Action Plan and Response to the auditors recommendations with regular
progress reports. This is enclosed together with the latest progress report (Annex

J.

Paper for the IPLC and Industry Forum reviewing options for amending the
structure of the LAPC charging structure (Annex G).

KPMG Investigation of Local Air Pollution Control Regime Costs in England and
Wales (Annex D)

“OPRA for Waste” — A DETR consultation paper on risk assessment inspection
frequencies for Waste Management Licensing (on the DETR website at
www.environment.detr.gov.uk/opra/index.htm.

the 1998 L GA Report to the IPLC on the LAAPC Enforcement Code

Council of the European Union Proposal for a Council Recommendation
Providing for Minimum Inspection Criteriain the Member States.

Operator and Pollution Risk Appraisal Version 2 — Environment Agency (Annex
K)

1997 Code of Practice No.9: Food Hygiene Inspections: Annex 1 Inspection
Rating — The Priority Classification of Food Premises

Operator Performance Appraisal Workshop Handbook — Scottish Environment
Protection Agency (Annex L)

HM Treasury’ s Fees and Charges guide

(see also list on Annexes for these and other documents)
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Detailed Specification
STAGE 1: THE STUDY

Objective A

4.1  The contractor will design a number of viable options for a risk based
assessment method, having regard to their use in determining the level of fees and
charges for individual industrial processes or industrial sectors. For each option the
contractor will establish a mechanism for assessing risk and propose how regulatory
effort could be adjusted to reflect the results of risk assessment for individual
processes or industrial sectors .

Objective B

4.2  Appraisal of the options should include the following:

* an estimation of the financial costs and savings to regulators based on the
additional time expended and time saved

* an estimation of the financial costs and savings to industry and whether costs
would disproportionately fall on SMEs

* an assessment of the incentive to businesses to improve their environmental
management

» an assessment of extent that options would improve consistency of enforcement
between LAPC regulators

* an assessment of any other costs and benefits which the contractors identify

In all cases cost assessments should include one-off or start-up costs as well as on
going costs.

Objective C

4.3  Toconsider al options assessed in Stage 2 together with a*“do nothing” option
to establish which is likely to provide the best balance of costs and benefits and meet
the overall purpose of the review bearing in mind the need to maintain proper
environmental control.

44  The contractor will be required to conduct this stage of the study in
consultation with stakeholder organisations. Tenderers are asked to include
information about how they would undertake this in their bid.

STAGE 2: SURVEY AND ASSESSMENT OF THE SCHEME
45 If Ministers decide to issue guidance on arisk assessment method, Stage 2 will

be carried out between six months and a year after it has been introduced. The
contractor will be required to:

" Under the current system DETR recommends that most standard processes should normally be
inspected twice a year and that petrol stations and waste oil burners should be inspected once a year.
However, DETR statistics show that the average inspection frequency is falling and is now marginally
under one per process annually, and that nearly one quarter of inspections are less than 30 minutes
long.
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a) report on the experiences of the participating authorities and a representative
sample of the businesses assessed using the method.

b) recommend afinal design for the risk assessment based charging structure, drawing
on experiences of local authorities and process operators.

Payment

5

Payment will be on completion of each stage as agreed by the DETR project

officer.

Output

Stage 1:

6.1

Fifty hard copies of areport and an electronic copy which will include:

asummary of the study methodology

options for a risk assessment method that could be used to determine the relative
levels of fees and charges for individual industrial processes or industrial sectors
according the time spent on inspection and other variable costs

an appraisal of the options

arecommended design for aworkable system for introduction

a summary of consultees views (these may not identify any organisation or
individual without their permission)

Stage 2:

6.2

Fifty hard copies of areport and an electronic copy which, subject to a more

detailed specification following Stage 1, will include:

6.3

areport on the results of the survey including a summary of responses (these may
not identify any organisation or individual)

an assessment of the effectiveness of the system

a fina recommendation for the design of the risk assessment based charging
structure based on the above assessment.

The names of individua organisations involved in the study shall at all times

remain confidential, other than to the Departments.

Information Required in the Tender

7.1

Contractors are expected to include the following for initial contract (Stage 1):

a detailed work plan showing projected phases of work and approximate dates of
meetings with the project officer

an outline method, including arrangements to be made for consulting stakeholders
a programme of work and costs broken down for key staff by tasks and showing

costs under specific headings including staff costs, overheads travel and
subsistence etc.
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» anindication of the quality assurance procedures used by the contractor

» the members of staff who will carry out the work, with details of each person’s
experience and expertise for the relevant tasks and including experience of work
related to IPC or LAPC

» confirmation that the contractor has read and understood the Department’s
standard conditions of contract.

7.2  For the possible additional work — Stage 2, contractors should include:
» and indicative work plan showing projected phases of work
* anoutline method

» aprogramme of work and costs broken down for key staff by tasks and showing
costs under specific headings including staff costs, overheads travel and
subsistence etc.

» the members of staff who are likely to carry out the work and, for staff not
included in the information for Stage 2, details of each person’s experience and
expertise for the relevant tasks

Timetable

81  Tenders must be submitted by 11.00am on Tuesday 23 May and the
Department may hold interviews with some or all of the tenderers during the week
commencing 30 May. Tenderers will be informed of the tender results on or before 7
June. Dates for two steering meetings will be agreed at the inception meeting which
will be held on or before 9 June.

Stagel
8.2  The draft fina report will be submitted to the Departments by 8 September
2000 and the final report submitted by 22 September.

Stage 2

8.3  The Departments aim to inform the successful tenderer on whether it intends
to proceed with the second stage by 12 January 2001. The assessment will take place
at an agreed date between six months and one year after local authorities are invited to
run the scheme, which islikely to be from 1 April 2001.
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A51

A5.2

Background

The Stage 1 report on a risk assessment method for local air pollution control
recommended that an improved method of ranking the inherent environmental risk of
processes should be developed. The Department therefore established an Advisory Panel
on Risk Ranking (APRR) to carry out this task. The panel consisted, on the
recommendations of the Stage 1 report, of six inspectors with experiencein regulating a
wide range of processes, drawn from different authorities to provide a balance of views
and avoid any appearance of bias. The panel aso involved the Department’s local
authority unit. The panel’s task was to agree a ranking for LAPC process categories,
based on their inherent environmental impact.

Findings

The panel concluded that a ranking based on inherent environmental impact needed to
take account of:

+ potentia for contained and/or fugitive emissions;
+ potentia for health impacts,

« potentia for environmental impacts; and

+ potentia for ‘offensiveness impacts.

The panel decided that it should allocate arating to each process guidance note sector and
that there should be three categories:

Category 1. processes with an inherent environmental impact potential that
was lower/below average when compared with other Part B
processes

Category 2: processes with an inherent environmental impact that was
medium/average when compared with other Part B processes

Category 3. processes with an inherent environmental impact that was
higher/above average when compared with other Part B
processes

The classification was therefore in terms of comparison with other Part B processes; it
was not an absoluterating of aprocess sector as ahigh, medium or low polluter. A table
set out the findings of the APRR.

The APRR aso made a number of specific proposals:

+ some processesinvolvethe application of morethan one Process Guidance Note. In
these circumstances, the APRR proposes that the highest risk ranking should apply;
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+ processes that are caught under the EU Waste Incineration Directive should, as a
matter of course, be allocated to Category 3;

+  processesthat invol ve degreasing using chlorinated sol vents should all bein Category
3, but comments on this were specificaly invited;

« processes under PG 2/6, 2/7 and 2/8 that use ingots and in-house clean scrap should
be in Category 2, those that use other types of scrap should be in Category 3, again
comments were invited on this;

+ for those processes marked with an asterisk in the table, the ranking should be
increased by one category where the processis particularly large for the sector and ,
in the judgement of the inspector, this has significant impacts for risk.

A further consultation was then held with trade associati ons representing LAPC process
operators and other interested parties. Following this consultation, the APRR took
account of the commentsreceived infinalising itsrating. Thefinal ratingisincluded in
the description of the risk assessment method described in Annex 1 of this report.
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A6.1 Background

The following section provides details of the proposed Guidance on appropriate
management systems that has been included in the recent draft revisions to Process
Guidance Notes.

DEFRA and NAW advise that they envisage these paragraphs being standard in all the
next generation of PG notes and that they will have effect by the end of 12 months from
the date of the publication of the relevant revised guidance note.

A6.2 Proposed Wording on Appropriate Management Systems
A6.2.1 Guidancein Main Text

Management techniques

Important elements for effective control of emissions include:

proper management, supervision and training for process operations;

proper use of equipment;

effective preventative maintenance on al plant and equipment concerned with the
control of emissionsto the air; and

it isgood practice to ensure that spares and consumabl es are availabl e at short notice
in order to rectify breakdowns rapidly. Thisis important with respect to arrestment
plant and other necessary environmental controls. It isuseful to have an audited list of
essential items.

Appropriate management systems

Effective management is central to environmental performance; it is an important
component of BAT and of achieving compliance with permit conditions. It requires a
commitment to establishing objectives, setting targets, measuring progress and revising
the objectives according to results. Thisincludes managing risksunder normal operating
conditionsand in accidents and emergencies. It isthereforedesirable that processesputin
place someform of structured environmental management approach, whether by adopting
published standards (SO 14001 or the EU Eco Management and Audit Scheme[EMAS])
or by setting up an environmental management system (EMS) tailored to the nature and
size of the particular process. Process operators may also find that EMS will help
identify business savings.

Regulators should usetheir discretion, in consultation with individual process operators,
in agreeing the appropriate level of environmental management. Simple systems which
ensure that LAPC considerations are taken account of in the day-to-day running of a
process may well suffice, especially for small and medium-sized enterprises. While
authorities may wish to encourage wider adoption of EMS, it isoutsidethelegal scope of
an LAPC authorisation/LAPPC permit to require an EMS for purposes other than
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LAPC/LAPPC compliance. For further information/advice on EMS refer to EMS
Additional Information in Section 9.

Training

Staff at all levels need the necessary training and instruction in their duties relating to
control of the process and emissions to air. In order to minimise risk of emissions,
particular emphasis should be given to control procedures during start-up, shut down and
abnormal conditions.

« Training of all staff with responsibility for operating the process should include:

awareness of their responsibilities under the authorisation / permit;
minimising emissions on start up and shut down;
action to minimise emissions during abnormal conditions.

¢ The operator should maintain a statement of training requirements for each
operational post and keep a record of the training received by each person whose
actions may have an impact on the environment. These documents should be made
available to the regulator on request.

Maintenance

Effective preventative maintenance should be employed on all plant and the equipment
concerned with the control of emissionsto air. In particular:

+ A written maintenance programme should be provided to the regul ator with respect to
pollution control equipment; and

+ A record of such maintenance should be made available for inspection.

A6.2.2 EM S Additional Information
Further information/advice on EMS may be found from the following:

Envirowise at www.envirowise.gov.uk and www.energy-efficiency.gov.uk and
Environment and Energy Helpline freephone 0800 585794.

SO 14001 www.bsi.org.uk or telephone BSI information centre (020 8966 7022).
EU Eco Management and Audit Scheme (EMAS) www.emas.uk or telephone the
Institute of Environmental Management and A ssessment (01522 540069).

Regulators and process operators may also like to be aware of:

Proj ect Acor n has been devel oped by the British Standards Institution and the DT1 with
assistance from a range of partners in business to help SMEs implement an EMS by
offering a five-stage approach which can lead to accreditation to one of the formal
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standards. The aim is to achieve an EM S standard specifically for SMEs. Contact the
Project Co-ordinator at the British Standards Institution on tel ephone 0208 996 7665 or
the web site www.bsi.org.uk.

Some of the High Street banks, such as NatWest and the Coop now offer preferential
loan rates to organisations that can demonstrate they are committed to improving their
environmental performance. The NatWest aso produce aself help guidefor SMEs, “The
Better business Pack”, focusing on waste, utilities, transport and supply chain issues. It
givestools, guidance and examples. Contact: WWF-UK on 01483 426444.
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