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Tolls Review 2008
Report by Chief Executive, Director of Waterways and Collector of Tolls

	Summary:

The Authority is mindful of the present economic climate and therefore when considering the level of navigation charges for the coming year the three options presented to the Navigation Committee for their consideration provide the same level of income, consistent with maintaining the current level of service, and in line with the previously forecast levels.  This takes account of the favourable settlement from Defra and the £200,000 being used for dredging for the improvement of Broads ecosystems.

At the recent workshop for members of the Broads Authority and Navigation Committee there was a consensus around three issues. The need to:
(i) adjust the starting point downwards for the payment of tolls to encourage young people in particular to take up boating;
(ii) increase the differential between the smaller and the larger craft which would both bring the Broads more in line with the relative charges on the other navigations and better reflect the value of different sized craft; and
(iii) decouple the relationship between private and hire craft to give greater flexibility in the future so that the Authority can separately take into account the financial performance of the industry and/or changes in fleet composition.
This report takes these three principles and sets out three series of options for navigation charges for 2009/10 for the Committee to consider.
For a small sailing dingy these options could result in a saving of between £13.65 and £23.00 and a small motor boat could receive a £0.65 increase or savings up to £18.05 in their annual toll. Under Option 1, 77% (944 out of 1,224) sailing boats would see a decrease in toll and under Option 3, 83% (1022 out of 1224) would receive a lower toll. To achieve this it would mean that motor boats in particular would be paying a larger contribution to the maintenance of the navigation. The most common larger motor boat of 38 m2 would pay an extra £37.96 to £72.06.
For the hire fleet a flat rate increase is in line with the previous forecast.
A number of other issues brought forward through the discussions are also noted in Section 8.


1
Background

1.1
At its last meeting, the Committee considered a paper setting out the proposed process to be adopted for the setting of tolls for 2009/10. It was agreed that the 2008 Tolls Review would be much more limited than that of 2005 and look at the two key issues identified i.e. the formula used for calculating the charges for different sized craft, focusing particularly on the implications for small craft, and the hire boat multiplier. A workshop for members was seen as an important first stage in establishing a common understanding of the issues and narrowing the options for officers to develop for consideration by the Navigation Committee in a further report.

2
Tolls Workshop 
2.1
A workshop was held on 30 September, to which all members of the Broads Authority and Navigation Committee were invited.

2.2 
Workshop Aim:
· To enable members to provide strategic direction (indicating desired scale and direction of change) so that officers can work up more detailed options for consideration and adoption by the Authority.
· As a minimum, to enable members to give a view on:

· the current/future balance between small/large craft; and
· the multiplier for hire boats for 2009/10 tolls.
2.3
Following the presentation of background information, including the size and composition of the current fleet of registered vessels, and their relative contributions to toll income, members worked with a series of scenarios designed to stimulate discussion in a number of topic areas.
2.4
Five scenarios were considered, and included the following:
1. Single rate - all vessels, irrespective of use or propulsion, pay a single rate - based on current motor toll.
2. No change - maintain existing system.
3. Adjust start point - seeks to address the perception that the cost of tolls for small craft is high.
4. Small/large boat differential - increase differential cost between small/large craft by increasing the rate of change.
5. Decoupling hire/private rates - to allow future flexibility/different treatment in responding to issues.
2.5
A lively debate quickly discounted the single rate scenario, members being fully supportive of the current system of discounts which supports sustainable boating in the Broads, is comparable to discount systems in other navigations and the income generated is seen to be of temporary effect, and so this option was discarded.
2.6
Early support also emerged for Scenario 5, with members recognising the potential benefits of discontinuing the current system of applying a standard multiplier to hire craft, in favour of separate arrangements. This was seen as a logical evolution, allowing more flexibility in responding to sector specific issues, but it was agreed that while the formula for calculating toll charges may be different, the level of income raised by private and hire craft would need to be jointly considered, to ensure minimum required income levels were achievable. The risk of driving a wedge between private and commercial sectors was noted, and agreed would need careful management in future discussions.
2.7
It was agreed that Scenario 3, which promotes a reduction in tolls at the bottom end to address concerns about the costs of tolls for entry level craft, was supported. This would help to promote boating for the young and new participants, where analysis of the trends of boat numbers shows a notable decline as well as anecdotal reports of the drop off in numbers involved in regattas. This is also seen as a tool to promote social inclusion and accessibility to the waterways. Additionally, it addresses the disparity between toll levels in the Broads and other inland waterways for the only sector where Broads tolls were more expensive.

2.8
It was accepted that in principle Scenario 4 had some merit, but that members were keen to see further of the implications of its application. It was felt that the charge for small craft is disproportionate when considering environmental impact and discussion centred on whether number and/or size of engines should also be a factor to consider. It was noted however, that this is more complex to administer and that impact of boating can be more related to the operation of the vessel than its design/construction. The principle of increasing the differential between large and small craft was therefore accepted, and it was noted that the majority of private craft in the Broads fall below 30m2.
2.9 
Following further discussions it became apparent that members were attracted by a composite scenario, which allowed several elements of Scenarios 3/4/5 to be brought together. It was agreed that using the guidance provided by members, officers would prepare options for consideration by the Navigation Committee and stakeholders prior to a report to the Broads Authority in November. 
2.10
A full note of the flipchart record has been circulated separately for information.

3
Budget
3.1
In order to help set the context for members deliberations an indicative three year summary forecast budget was tabled, which identified the minimum income required in order to work towards a balanced budget, and reduce the current deficit (Appendix 1).
3.2
It should be noted that the proposed expenditure set out maintains services at existing levels, seeking to deliver priority actions identified following the toll payers survey 2005. This includes enhanced levels of dredging (now brought in-house, and therefore a fixed cost) delivery of the Mooring Strategy Action Plan through increased facilities and enhanced maintenance, and maximising the river works programme on tree clearance, weed cutting, etc. A budget to deliver the requirements of the Port Marine Safety Code is also included, previously funded through additional government grant.

3.3
The detailed proposed revised 2008/09 budget, and draft 2009/10 budget, is set out in a separate report on this agenda.

4
Options for Private Tolls
4.1
In accordance with the views of members, separate proposals have been identified for hire and private craft.
4.2
Taking the agreed principles into account, further work has been undertaken to develop three detailed options for private craft. The Authority is mindful of the present economic climate and therefore all options provide the same necessary level of income, consistent with maintaining the current level of service, and in line with that previously forecast. 

4.3
Each option seeks to reduce the impact of tolls for entry level craft, as supported by members. Having reviewed options, it is clear that setting the minimum rate for motor and sailing craft to 5m2 using an extrapolation from the existing tolls formula would allow savings to be achieved, without adversely affecting the relationship with short visit tolls. Therefore each option has taken this as the starting point and assumes the existing discount system applies (50% for sailing craft, 30% for electric propulsion and 25% for auxiliary yachts).  Each option is shown for Motor Tolls from which the others are derived.
4.4
Option 1 proposes an entry level toll for sailing craft at £43.45, and for motor craft at £86.90. Motor craft toll levels hold to 2008/09 levels and sailing toll levels reduce. Increasing the variable tolls element (increase per m2) to £7.40 would have the effect of achieving the minimum income required and altering the differential between small and large craft.
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4.5
Option 2 proposes an entry level toll for sailing craft at £40, and for motor craft at £80. The variable element is proposed at £8. These levels provide a greater saving for entry level and small craft, and would also achieve the minimum income required by further increasing the differential across the size classes.
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4.6
A final option 3 proposes an entry level toll for sailing craft at £34.10, and for motor craft at £68.20. The variable element is proposed at £9. These levels provide a significant saving for entry level and small craft, and would also achieve the minimum income required by further increasing the differential between small and large craft. This option uses the 2008 entry level point in the tolls system applied in the Environment Agency Thames region.
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 4.7
A summary of these options is set out in Table 1, with the impacts on example craft shown in Table 2.
Table 1

	
	Motor per m2 variable
	Entry Level Toll
	Change In Toll (£)

	Option 1

	£7.40
	Sail £43.45

Motor £86.90 


	Sail -£13.65 (5m2) to £16.85 (34m2)

Motor £0.65 (5m2) to £86.44 (86m2) 



	Option 2

	£8.00
	Sail £40.00

Motor £80.00 


	Sail -£17.10 (5m2) to £22.10 (34m2)

Motor -£6.25 (5m2) to £128.14 (86m2) 



	Option 3


	£9.00
	Sail £34.10

Motor £68.20 


	Sail -£23.00 (5m2) to £30.70 (34m2)

Motor -£18.05 (5m2) to £197.34 (86m2) 



	Note 1) Sailing craft toll reduces from 10m2 to 5m2 in line with motor tolls for all options, making all sailing craft tolls 50 percent of the equivalent motor rate 

	Note 2) All options generate the minimum private craft income required, £1.448 million (assumes 10% decline in Y3 BSS)

Table 2

	
	2008 Toll
	Option 1 2009 Toll
	Option 2
2009 Toll
	Option 3
2009 Toll

	Canoe
	£24.40
	£26.60
	£26.60
	£26.60

	5m2 Sail
	£57.10
	£43.45
	£40.00
	£34.10

	11m2 Sail
	£60.30
	£65.65
	£64.00
	£61.10

	18m2 Aux Yacht
	£123.16
	£137.33
	£138.00
	£138.90

	25m2 Aux Yacht
	£156.41
	£176.18
	£180.00
	£186.15

	5m2 Motor
	£86.25
	£86.90
	£80.00
	£68.20

	11m2 Motor
	£120.61
	£131.30
	£128.00
	£122.20

	14m2 Motor
	£139.78
	£153.50
	£152.00
	£158.20

	15m2 Motor
	£146.17
	£160.90
	£160.00
	£167.20

	25m2 Motor
	£210.07
	£234.90
	£240.00
	£248.20

	38m2 Motor
	£293.14
	£331.10
	£344.00
	£365.20

	48m2 Motor
	£357.40
	£405.10
	£424.00
	£455.20


5
Hire boat toll

5.1 
Analysis of these options and the potential impact on the hire fleet has demonstrated that changes to the differential between small and large craft would have a significant adverse impact, due to the composition of the fleet (Fig 4).
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Figure 4

5.2
It is therefore proposed that the relationship between toll charges for hire and private craft is decoupled, in line with the conclusion from the workshop, and that a different formula be applied to hire craft. Taking the agreed principles from both 2005 Review and 2008 workshop it is proposed that the toll charges for hire craft needs to achieve the minimum budgeted income for 2009/10. The entry level point should also be adjusted to provide a consistent and simple approach to the calculation of tolls, and that the 2008/09 charges be used as a base rate to calculate from. Application of an across the board percentage increase would achieve these aims. 
5.3
Members views are sought on the above options for both private and hire.
6
Proposed toll system
6.1
The important attributes of a tolls system were identified by the 2005 Working Group and developed into a set of criteria. These are summarised for member’s information in Table 3, and the proposed system tested against each one.
Table 3
	Attributes
	Criteria 
	Thresholds
	2008 Proposal

	Cost effective to administer
	Cost of implementation

Number of times toll application handled
	No more costly than present system.

Application handled only once.
	·    

	Easily understood by customer
	Plainness of English

Simplicity of design

Transparent rationale


	
	

	Easily used by customer 
	Length of Schedule of Tolls

Complexity of Schedule of Tolls 
	No longer (3 sides of A4) or more complex than present Schedule. 
	2 separate schedules required for private/hire

· 

	Value for money 
	Cost per unit length/beam of boat

Income generated
	Compares favourably with other waterways.

Maintain current income plus inflation as a minimum.
	· 

	Readily accessible
	Application and payment available on-line
	Application and payment via BA office and visitor centres.
	On –line system in development, current payment system applies

	Charge is linked to usage 
	Multiplier between private and hire boats
	Multiplier is sensitive to economic status of hire boat industry.
	Proposal to discontinue multiplier, but charge hire boats on existing formula plus % increase 

	Charge is linked to environmental impact
	Maintenance of traditional uses 

Recognition of means of power
	Toll favours non-powered over powered.

Toll favours electric/solar over diesel/petrol craft.
	· 

	Acceptable, in terms of toll structure and level of charge
	Cost of toll reflects:

· boat size

· toll period

· “fairness”


	Toll based on boat size. 

Toll provides options for length of period of use.

Toll encourages potential users (e.g. young, socially disadvantaged).
	· 

	Enforceable
	Cost of enforcement

Number of non-payers identified
	No more difficult to enforce than at present.
	· 

	Robust
	Flexibility of structure

Life span of structure

Brings all users of waterways into the scheme
	No less robust than at present.

Structure lasts ≥ 5 years.

No users fall outside scheme.


	· 


7
Process and timetable
7.1
Members were keen that consultation should be carried out with stakeholders on the options developed, and copies of the report have been sent in advance to relevant bodies including non – boating groups such as RSPB as suggested, for their views.
8
Other issues
8.1
Members were keen to ensure that officers also took full note of opportunities to look for external funding, and sought to maximise toll income by the promotion of boating in the Broads by other means such as marketing to encourage more visitors to the area.

8.2
The current refund policy was discussed, following a small number of enquiries received earlier this year. Following debate, members agreed that there should be no change to the existing policy given that the annual toll has no residual value following the first 28 days, and that the additional administration would create additional costs.

8.3
Minor amendments to the Broads Authority Sailing Scheme (BASS) were discussed and welcomed. 

8.4
There was considerable support for the idea that further data collection be required to allow narrow boats to be properly identified on the tolls database, and that amendment to the registration form should be actioned, if supported by the Navigation Committee.
9
Conclusions

9.1
Three options for private tolls for next year are put forward for the Committee to consider.  They have been developed in line with both the criteria developed by the fundamental review of the tolls system carried out in 2005 and the principles which emerged from the recent members’ workshop.
9.2
The Authority is very conscious of the current economic conditions and the options are therefore all based on generating the same level of income, 
£2.34 million from tolls for 2009/10, £1,448 million from private craft, £850,000 from the hire fleet and £40,600 from short visit tolls.  That is the level of income which is needed to maintain services at their present level and is in line with that forecast when the Committee and the Authority were considering the transfer of the May Gurney operation.
9.3
Some further detailed work is still required to confirm the proposals for the BASS, workboats, rowing craft, etc and it is proposed that this be brought back to the next meeting of the Navigation Committee in December. 
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