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Statutory Instrument: The Merchant Shipping (Light Dues) (Amendment) Regulations 2009
A consultation document

1. Executive Summary

1.1. This consultation covers a proposed increase in non-periodical Light Dues, together with changes to the maximum charge per voyage (the ‘tonnage cap’) and to the number of voyages into ports on which Light Dues may be charged in a year (the ‘voyage cap’), to ensure that there are sufficient funds in the General Lighthouse Fund to meet the essential funding requirements of the three General Lighthouse Authorities (GLAs) operating in the UK and Republic of Ireland.  Above these tonnage and voyage caps (currently £12,250 – equivalent to 35,000 net registered tons (nrt) – and 7 voyages respectively) LDs are not leviable. This consultation seeks views on the proposed means of raising the required income.
1.2. Light dues are levied on vessels (other than tugs, fishing vessels and pleasure vessels subject to periodical charges) when they enter UK and Republic of Ireland ports, and are paid into the General Lighthouse Fund (GLF) which finances the activities of the three GLAs. GLAs provide essential navigation services, through the provision, maintenance and inspection of Aids to Navigation (AtoN), such as lighthouses, buoys, beacons, etc. around our coast and coastal waters. A background note on the work of the GLAs is contained at Annex 1. Non-periodical LDs are currently charged at a rate of 35p per net registered ton (nrt) (up to a maximum of £12,250:  the tonnage cap of 35,000 nrt), for up to 7 voyages per year. Above these caps (35,000 nrt and 7 voyages) vessels do not pay any further LD payments. 

1.3. GLF income to meet anticipated expenditure by the GLAs includes both light dues payments and returns from investments. The fund also needs to maintain a minimum reserve level to cover items such as staff pension contributions and working capital. After many years without any increase in light dues, and with currently low returns from its investments, the Fund is expected to start the financial year at around this minimum reserve level.  Taking into account both anticipated investment income and the likely number of ship calls during the year it is estimated that without changes to the current LD rate and formula there would be a shortfall of some £21m against the GLAs projected expenditure of  £89m in 2009/10. To increase income some LD rates will need to be increased either with or without adjustments to one or both caps. 

1.4. The DfT has already conducted a round of discussion with the GLAs and the Lights Advisory Committee (which advises Ministers on the light dues and includes representatives from the shipping industry) on the GLAs expenditure plans and the level of light dues to be set. A number of representations have also been received from the shipping sector. To maintain the  GLF on a sound footing, it is now proposed that: 

· the current cap on the number of voyages on which light dues may be charged in any year starting on April 1 should be raised from 7 to 9;  

· the tonnage cap against which charges are calculated should be raised from 35,000 nrt to 50,000 nrt, so that the maximum payment for any one voyage rises from £12,250 to £20,500; and,

·  the LD rate for payments made by reference to net registered tonnage should be increased from 35p to 41p.

1.5. The Department believes these amendments address the GLAs’ essential funding requirements, spread the increases as equitably as possible across non-periodic LD payers, and reflect the impact of structural changes in the sector, particularly the growth in larger vessels.  These amendments would be given effect, and come into force, on July 1st 2009, through Regulations amending the Merchant Shipping (Light Dues) Regulations 1997 (S.I. 1997/562). 
1.6. A draft Statutory Instrument is at Annex 2 to this consultation document and contains the following measures:

· Raising the LD rate from 35p per nrt to 41p per nrt (regulation 2(2)(b)), raising £10-11m extra income against current 35p rate 

· Raising the voyage cap from 7 to 9 voyages (regulation 2(3)), raising extra income of around £4m above current 7 voyages cap

· Raising the tonnage cap from £12,250 (equivalent to 35,000 nrt) to £20,500 (equivalent to 50,000 nrt) – regulation 2(2)(a) – raising extra income of around £6m above current 35,000 nrt cap

1.7. This consultation  invites views on these proposals, particularly as regards:
· Making no changes to the periodical light dues payable by tugs, fishing vessels and pleasure vessels;

· The balance of the proposals as between increasing the level of tonnage-related light dues, making changes to the tonnage cap, and changing the maximum number of voyages for which light dues may be charged;

· The impact of the changes to the tonnage cap on operators using larger vessels;

· The impact of the changes to the voyage cap on operators in different maritime sectors, including ferry operators. 
2. How to Respond

2.1. The consultation period began on 23 February 2009 and will run until 18 May 2009.   Please ensure that your response reaches us by that date.  If you would like further copies of this consultation document it can be found at:
http://www.dft.gov.uk/consultations
or you can contact the Department for Transport at the address below.

2.2. Please send consultation responses to:

Violet Lynch
Light Dues Consultation 
Zone 2/34
Great Minster House
76 Marsham Street
London
SW1P 4DR

Telephone:
020 7944 2912
Fax:

020 7944 2186
Email:

violet.lynch@dft.gsi.gov.uk
2.3.
When responding please state whether you are responding as an individual or representing the views of an organisation.  If responding on behalf of a larger organisation please make it clear who the organisation represents, and where applicable, how the views of members were assembled.

2.4.
A list of statutory organisations/stakeholders that we have sent this consultation to is included in this consultation document.  If you have any suggestions of others who may wish to be involved in the consultation process please let us know.

2.5.
This consultation has been produced in accordance with the principles of the Government's "Code of Practice on Consultation". The criteria are listed at Section 7 below, a full version of the Code of Practice on Consultation is available on the Better Regulation web site at
http://www.berr.gov.uk/files/file47158.pdf
· Information provided in response to this consultation, including personal information, may be subject to publication or disclosure in accordance with the access to information regimes (these are primarily the Freedom of Information Act 2000 (FOIA), the Data Protection Act 1998 (DPA) and the Environmental Regulations 2004).
· If you want information that you provide to be treated in confidence, please be aware that, under the FOIA, there is a statutory Code of Practice with which public authorities must comply and which deals, amongst other things, with obligations of confidence.
· In view of this it would be helpful if you could explain to us why you regard the information you have provided as confidential. If we receive a request for disclosure of the information we will take full account of your explanation but we cannot give an assurance that confidentiality can be maintained in all circumstances. An automatic confidentiality disclaimer generated by your IT system will not, of itself, be regarded as binding on the Department.

· The Department will process your personal data in accordance with the DPA and in the majority of circumstances this will mean that your personal data will not be disclosed to third parties.
2.6.
A summary of responses to this consultation will be published on our website:

http://dft.gov.uk 
after the consultation period has closed.  Paper copies will be available on request.  The Government will then announce its conclusions following the consultation.
3. The proposals in detail

3.1.   Proposed Amendments to Light Dues Rate and Formula (Voyage and Tonnage Caps)
3.1.1. Increasing the Light Dues Rate  

Increasing the LD rate will affect every vessel for which non-periodic LD are payable. The proposed increase from 35p to 41p per net registered ton reflects the general requirement to set a LD rate to meet the essential funding requirements of the GLAs. The proposed level is set at the minimum increase assessed as necessary when coupled with the adjustments to the voyage and tonnage caps described below, and would spread the cost of the increases amongst all vessels on which non-periodic light dues are payable. 

Questions: Light Dues Rate Amendments

· Is the proposal to increase the LD Rate along with changes to the tonnage and voyage caps the best way to raise the additional income required to provide essential navigation aids?
· What impact would the increase in rates have on those affected by the change? 
3.1.2. Increasing the Tonnage Cap 
The growth in the size of vessels, particularly large tankers and container ships using UK ports has led to a reduction in the number of smaller vessels paying Light Dues and so to depressed Light Dues income.  Raising what is known as the tonnage cap (the figure in net registered tons (‘nrt’) on which the maximum amount payable per voyage becomes due) would address this structural change in the sector.  We therefore propose that the tonnage cap be raised from 35,000 nrt to 50,000 nrt.  Coupled with the LD rate increase described above, this would mean that non-periodic LD charges on vessels of 50,000 nrt and above calling at a port in the UK or RoI would rise from £12,250 at present to £20,500 for each call (subject to the voyage cap and the exemption for further voyages within a month of one for which a payment is due), with corresponding increases for vessels between 35,000 nrt and 50,000 nrt . We estimate that, across the sector, an extra 6% income would be derived from raising the tonnage cap. Many large vessels affected by the change are unlikely to make more than 7 calls at a UK port during a year so will be unaffected by the proposed changes to the voyage cap. 
Questions: Tonnage Cap Amendments 
· Is the proposal proportionate to the changes in the size of the largest vessels using UK and RoI ports and the decline in the number of smaller vessels paying Light Dues?
· What impact would the change have on the overall costs for shipping companies using vessels above 35,000 nrt and shippers?
3.1.3. Increasing the Voyage Cap
We propose that the Voyage Cap (the number of voyages into a UK or RoI port, during any year starting on April 1, on which LDs are payable) be raised from 7 to 9.  Multi-voyage vessels such as ferries would be particularly affected by this change, although the additional voyages for which Light Dues would be charged would represent a very small proportion of the total number of trips made by many  such vessels.   Vessels are only charged for one voyage per month – no further LD can be levied for any voyage made during the calendar month starting on the date of a voyage for which LD were payable – so to reach the new voyage cap a vessel would need to visit a port at least 9 times, rather than 7 as at present, with a gap of at least a month between each of those 9 voyages.  The effect of raising the voyage cap on 1st July, even though that is part-way through the year 2009-10, would be to alter from 7 to 9 the maximum number of voyages for which LD would be leviable during that year as a whole.  Voyages in April, May or June 2009 for which LD are payable will count towards this total, but LD payers will wish to consider the effect this change would have on expenditure forecasting.
Questions: Voyage Cap Amendments
· Is the proposal sensibly targeted? 
· Do frequent port users, such as ferry companies, have any special issues which should be considered?
· What impact would the change have on operators making more than 7 port calls per year, and on users of the services provided by those operators?

3.1.4. Periodic Light Dues (levied on tugs, fishing vessels and pleasure vessels) 

No changes to current periodical LDs are planned.  Introducing changes mid-year would raise a relatively small increase in income, and would be administratively difficult. However, the possibility of altering periodic light dues  will be considered again the next time LDs are reviewed.
Question: Periodic Light Dues

· Do you agree that there should be no mid-year change in periodic light dues? 

4. Devolution

Management of the General Lighthouse Fund is a reserved matter.  The Secretary of State for Transport is responsible for the management of the Fund which covers Trinity House in England and Wales, the Northern Lighthouse Board in Scotland and the Isle of Man and the Commissioners of Irish Lights in Ireland.  [Colleagues in the Wales Office, Scotland Office and Northern Ireland Office have been involved in the process leading up to the publication of this consultation document.]
5. Consultation Questions
Here follows a summary of the questions asked under each part of this consultation paper. Consultees may wish to use these pages as a response form, in which case the consultee details box below should also be completed.

Views are specifically invited on these questions but consultees are welcome to comment on any aspect of the proposals.
Consultee details

	Name
	

	Address
Postcode
	

	Organisation or
Business
	

	Number of members or employees
	

	Telephone number and
email address
	


Questions

5.1.

Light Dues Rate Amendments


[image: image1]
5.2.

Tonnage Cap Amendments
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5.3. 

Voyage Cap Amendments
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5.4. 

Periodic Light Dues

[image: image4]
5.5. 

Other Response Comments and Advice
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What will happen next?

A summary of responses, including the next steps will be published on www.dft.gov.uk.  Paper copies will be available on request.
The proposals will be reconsidered taking into account the comments received, and a final decision will be made about what to do.  If it is decided that there should indeed be changes to light dues the draft SI will be made by the Secretary of State, after any amendments required in the light of the reconsideration have been incorporated, and then laid before Parliament.
6. Impact Assessment

The Impact Assessment can be found at Annex 3.  When responding to the consultation, please comment on the analysis of costs and benefits, giving supporting evidence wherever possible. 

Please also suggest any alternative methods for reaching the objective. 

You should highlight any possible unintended consequences of the policy and any practical enforcement or implementation issues.

7.
Code of Practice on Consultation

Code of Practice on Consultation

The Government has adopted a Code of Practice on consultations. The Code sets out the approach Government will take to running a formal, written public consultation exercise.  While most UK Departments and Agencies have adopted the Code, it does not have legal force, and cannot prevail over statutory or other mandatory external requirements (e.g. under European Community Law).

The Code contains seven criteria. They should be reproduced in all consultation documents.  Deviation from the code will at times be unavoidable, but the Government aims to explain the reasons for deviations and what measures will be used to make the exercise as effective as possible in the circumstances.  

The Seven Consultation Criteria

1. When to consult:  Formal consultation should take place at a stage when there is scope to influence the policy outcome.

2. Duration of consultation exercises:  Consultations should normally last for at least 12 weeks with consideration given to longer timescales where feasible and sensible.

3. Clarity of scope and impact:  Consultation documents should be clear about the consultation process, what is being proposed, the scope to influence and the expected costs and benefits of the proposals.

4. Accessibility of consultation exercises:  Consultation exercises should be designed to be accessible to, and clearly targeted at, those people the exercise is intended to reach.

5. The burden of consultation:  Keeping the burden of consultation to a minimum is essential if consultations are to be effective and if consultees’ buy-in to the process is to be obtained.

6. Responsiveness of consultation exercises:  Consultation responses should be analysed carefully and clear feedback should be provided to participants following the consultation.

7. Capacity to consult:  Officials running consultations should seek guidance in how to run an effective consultation exercise and share what they have learned from the experience.

A full version of the code of practice is available on the Better Regulation Executive web-site at:     http://www.berr.gov.uk/files/file47158.pdf
If you consider that this consultation does not comply with the criteria or have comments about the consultation process please contact:

Lec Napal

Consultation Co-ordinator

Department for Transport

Zone 1/33 Great Minster House

76 Marsham Street

London, SW1P 4DR

email: consultation@dft.gsi.gov.uk
8.
List of those consulted 
The following principal consultees have been identified and have been included amongst those invited to respond:

Government and Parliament, Agencies, Regional, Other Political and Regulatory Bodies, and Representatives 
· Department for Transport – Maritime and Coastguard Agency

· Disabled Persons Transport Advisory Committee (DPTAC)

· Department of Transport – Republic of Ireland Government
· Northern Ireland Office
· Scottish Executive
· Welsh Office
· Welsh Assembly
Shipping Industry

· The Chamber of Shipping

· Irish Chamber of Shipping

· International Chamber of Shipping
· British Shippers Council

· The Lights Advisory Committee

· The Independent Light Dues Forum

· The Institute of Chartered Shipbrokers

· Passenger Shipping Association

· Ro-Ro Carriers’ Action Group

· National Federation of Fishermen’s Organisation

· Anglo Scottish Fishermen’s Association

General Lighthouse Authorities
· Trinity House
· The Northern Lighthouse Board

· Commissioners of Irish Lights

Regulators
· Health and Safety Executive

· IMO

· MAIB

· Marine Fisheries Agency

· Maritime and Coastguard Agency

· Northern Lighthouse Board
· Scottish Environment Protection Agency
· Trinity House

Press and Libraries
· The House of Lords Library

· The House of Commons Library

· Lloyds List

· Marine Sector Press 
9.
Glossary
AtoN

Aid to Navigation 
DfT

Department for Transport

EU

European Union

GLA

General Lighthouse Authority

GLF

General Lighthouse Fund 
nrt

net registered ton

RoI

Republic of Ireland

RPI

Retail Price Index
SI

Statutory Instrument

LD

Light Dues

Annexes: 

· Annex 1: Background note on General Lighthouse Authorities

· Annex 2: Draft Statutory Instrument: The Merchant Shipping (Light Dues) (Amendment) Regulations

· Annex 3: Impact Assessment

Annex 1

General Lighthouse Authorities

1.  Under the Merchant Shipping Act 1995, three General Lighthouse Authorities have responsibility for the provision and maintenance of aids to navigation (that is, lighthouses, buoys, and beacons) around the UK and Republic of Ireland coastline.  These are Trinity House, the Authority for England, Wales, the Channel Islands and Gibraltar, the Northern Lighthouse Board, the Authority for Scotland and the Isle of Man and the Commissioners of Irish Lights, the Authority for Ireland and Northern Ireland.  

2.  The GLAs are autonomous statutory bodies funded from the collection of light dues, a system of user charges levied on commercial shipping calling at UK and Republic of Ireland ports.  These dues are paid into the General Lighthouse Fund (GLF) and the Secretary of State for Transport acts as trustee for the management of the fund. The structure and level of light dues rates are determined by the SOS under the Act through regulations that are reviewed annually.  The Irish Government makes a contribution towards the costs of the provision of aids in the Republic. The SOS is not empowered to make appointments to the GLA Corporate Boards or direct the GLAs on the provision of aids or day-to-day operational matters but is answerable to Parliament for the resources allocated to the GLAs and is required to sanction GLA expenditure and any proposal to establish new aids. 

3.   The GLAs are ancient, long established institutions.  The origins of Trinity House date back from 1514, the Northern Lighthouse Board from 1786 and the Commissioners of Irish Lights also from 1786 

Light dues

4.  Light dues, including periodic LD charges, currently raise around £70 million per annum.  The Irish Government makes a contribution towards the costs of provision of aids to navigation in the Republic.  For vessels other than tugs, fishing vessels and pleasure vessels, the payment structure requires a payment when a voyage ends in the UK or Irish port.  The payment is determined by the net registered tonnage; currently at a rate of 35p per net registered ton up to a maximum of, currently, £12,250 corresponding to a tonnage of 35,000 nrt.  A certificate is issued, and no further dues are payable for any additional voyages into Irish and UK ports during the calendar month starting on the end-date of any voyage for which light dues were payable.  The maximum liability is currently for 7 voyages in the course of the year starting on each April 1. 

5.  Light dues rates were last increased in 1993 and were reduced in 1997, 2002, 2004 and 2006 (to 35p per net registered ton).  The system favours frequent callers.  The occasional visitor, such as a bulk carrier or a deep-sea container ship not operating a liner service, may not be able to benefit from the exemption for further voyages within a month, or the seven-voyage cap.
Annex 2

STATUTORY INSTRUMENTS

2009 No. XXXX

MERCHANT SHIPPING
The Merchant Shipping (Light Dues) (Amendment) Regulations 2009

Made
-
-
-
-
***

Laid before Parliament
***

Coming into force
-
-
1st July 2009

The Secretary of State, in exercise of the powers conferred by section 205(5) of the Merchant Shipping Act 1995(
), makes the following Regulation:
Citation and commencement

1. — LISTNUM "SEQ1" \l 2  These Regulations may be cited as the Merchant Shipping (Light Dues) (Amendment) Regulations 2009.

(1) They come into force on 1st July 2009.

Amendment of the Merchant Shipping (Light Dues) Regulations 1997

2. — LISTNUM "SEQ1" \l 2  Paragraph 3 in Part II of Schedule 2 to the Merchant Shipping (Light Dues) Regulations 1997(
) is amended as follows.

(1) In sub-paragraph (1A)(
)—

(a) for “£12,250” substitute “£20,500”;  and

(b) for “35 pence” substitute “41 pence”.

(2) In sub-paragraph (4), for “seven” substitute “nine”.

Signed by authority of the Secretary of State for Transport

Name

Parliamentary Under Secretary of State
Date
Department for Transport

EXPLANATORY NOTE

(This note is not part of the Regulations)

These Regulations make the following increases in the amount of light dues leviable by a general lighthouse authority in respect of aids to navigation under their management:

	Description
	Previous amount
	New amount

	Rate per ton for ships subject to payment per voyage
	35p
	41p

	Maximum charge per voyage
	£12,250
	£20,500

	Maximum number of voyages for which dues may be levied in any one year
	Seven
	Nine


A full impact assessment of the effect that the instrument will have on the costs of business and the voluntary sector is available from Ports Division, Department for Transport, Great Minster House, 76 Marsham Street, London SW1P 4DR and is annexed to the Explanatory Memorandum which is available alongside the instrument on the OPSI website (www.opsi.gov.uk).   A copy has been placed in the library of each House of Parliament.
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	Summary: Intervention & Options

	Department /Agency:

Department for Transport
	Title:

Impact Assessment of Changes to Light Dues Rates

	Stage: Consultation
	Version: 1
	Date: January 2009 

	Related Publications:      

	Available to view or download at:
http://www.     

	Contact for enquiries: Robert Anthony
	Telephone: 020 7944 5195 


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

In 2009/10 a significant shortfall is expected to arise in the General Lighthouse Fund (GLF) - made up of light dues (LD) receipts from shipowners, employees' pension contributions and commercial/investment income - which is used to fund General Lighthouse Authorities (GLAs). Intervention is required to address this shortfall in order to ensure that the GLAs can continue their work. Government intervention is necessary given the market failure which results from the public goods aspects of navigation aids. 


	What are the policy objectives and the intended effects?

The objective is to ensure that the GLF is sufficient to fund the GLAs and that it is able to maintain a minimum reserve level of £65m at the end of each financial year. In order to achieve this objective changes will need to be made to the current light dues rates (LDR) scheme in order to increase the amount of money coming into the GLF.


	 What policy options have been considered? Please justify any preferred option.

Option A would be to maintain the current LDR. However, this would not address the problem highlighted above. Option B involves an increase in the current LD rate, while Options C and D, involve an adjustment to both the LDR and the formula used to calculate LD. Option D has been identified as the prefered option given expected future trends in the shipping industry and the fact that it would not be practical to introduce a change as early as April 2009 (option D defers this change until July).  No changes are being proposed to periodical LD charges, as these would raise a very small additional income, and incur significant administration and costs by introducing mid year.


	When will the policy be reviewed to establish the actual costs and benefits and the achievement of the desired effects? The level of the GLF and LDR will be reviewed annually.  


	Ministerial Sign-off For   FORMDROPDOWN 
 Impact Assessments:
I have read the Impact Assessment and I am satisfied that (a) it represents a fair and reasonable view of the expected costs, benefits and impact of the policy, and (b) the benefits justify the costs.
Signed by the responsible Minister:

     

Date: 

	

	Summary: Analysis & Evidence

	Policy Option:  B
	Description:  Increase in LDR to 45p per nrt 


	COSTS
	ANNUAL COSTS
	Description and scale of key monetised costs by ‘main 
affected groups’ Increase in cost to shipping industry

	
	One-off (Transition)
	Yrs
	

	
	£ 0
	   
	

	
	Average Annual Cost
(excluding one-off)
	

	
	£ 19.3m
	
	Total Cost (PV)
	£ 55.96m

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


	BENEFITS
	ANNUAL BENEFITS
	Description and scale of key monetised benefits by ‘main 
affected groups’ Increase in revenue to fund continued GLA operations

	
	One-off
	Yrs
	

	
	£ 0
	   
	

	
	Average Annual Benefit
(excluding one-off)
	

	
	£ 19.3m
	
	Total Benefit (PV)
	£ 55.96m

	
	Other key non-monetised benefits by ‘main affected groups’ Safety benefits resulting from the safeguarding of the continued work of the GLAs. 


	Key Assumptions/Sensitivities/Risks The model has assumed that the volume of shipping traffic entering UK and Irish ports remains at 2007 levels. This is considered reasonable given that research evidence suggests that changes to LD has little impact on the routing of cargo. 


	Price Base
Year 2009
	Time Period
Years  3  
	Net Benefit Range (NPV)
£ 0
	NET BENEFIT (NPV Best estimate)
£ 0


	What is the geographic coverage of the policy/option?
	UK and Ireland 

	On what date will the policy be implemented?
	1st April 2009

	Which organisation(s) will enforce the policy?
	DfT

	What is the total annual cost of enforcement for these organisations?
	£ unchanged

	Does enforcement comply with Hampton principles?
	 FORMDROPDOWN 


	Will implementation go beyond minimum EU requirements?
	 FORMDROPDOWN 


	What is the value of the proposed offsetting measure per year?
	£ 0

	What is the value of changes in greenhouse gas emissions?
	£ 0

	Will the proposal have a significant impact on competition?
	 FORMDROPDOWN 


	Annual cost (£-£) per organisation
(excluding one-off)
	Micro
+10p/nrt
	Small
+10p/nrt
	Medium
+10p/nrt
	Large
10p/nrt

	Are any of these organisations exempt?
	 FORMDROPDOWN 

	 FORMDROPDOWN 

	N/A
	N/A


	Impact on Admin Burdens Baseline (2005 Prices)
	(Increase - Decrease)

	Increase of
	£ 0
	Decrease of
	£ 0
	Net Impact
	£ 0


	Key:
	Annual costs and benefits: Constant Prices
	
	(Net) Present Value

	Summary: Analysis & Evidence

	Policy Option:  C
	Description:  Adjust current LDR and formula - increasing journey cap to 9, tonnage cap to 50,000 nrt and LDR to 40p per nrt.


	COSTS
	ANNUAL COSTS
	Description and scale of key monetised costs by ‘main 
affected groups’ Increase in cost to shipping industry

	
	One-off (Transition)
	Yrs
	

	
	£ 0
	   
	

	
	Average Annual Cost
(excluding one-off)
	

	
	£ 20.2m
	
	Total Cost (PV)
	£ 58.57m

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


	BENEFITS
	ANNUAL BENEFITS
	Description and scale of key monetised benefits by ‘main 
affected groups’ Increase in revenue to fund continued GLA operations

	
	One-off
	Yrs
	

	
	£ 0
	   
	

	
	Average Annual Benefit
(excluding one-off)
	

	
	£ 20.2m
	
	Total Benefit (PV)
	£ 58.57m

	
	Other key non-monetised benefits by ‘main affected groups’ Safety benefits resulting from the safeguarding of the continued work of the GLAs. 


	Key Assumptions/Sensitivities/Risks The model has assumed that the volume of shipping traffic entering UK and Irish ports remains at 2007 levels. This is considered reasonable given that research evidence suggests that changes to LD has little impact on the routing of cargo. 


	Price Base
Year 2009
	Time Period
Years 3
	Net Benefit Range (NPV)
£ 0
	NET BENEFIT (NPV Best estimate)
£ 0


	What is the geographic coverage of the policy/option?
	UK and Ireland 

	On what date will the policy be implemented?
	1st April 2009

	Which organisation(s) will enforce the policy?
	DfT

	What is the total annual cost of enforcement for these organisations?
	£ unchanged

	Does enforcement comply with Hampton principles?
	 FORMDROPDOWN 


	Will implementation go beyond minimum EU requirements?
	 FORMDROPDOWN 


	What is the value of the proposed offsetting measure per year?
	£ 0

	What is the value of changes in greenhouse gas emissions?
	£ 0

	Will the proposal have a significant impact on competition?
	 FORMDROPDOWN 


	Annual cost (£-£) per organisation
(excluding one-off)
	Micro
n/a
	Small
n/a
	Medium
n/a
	Large
n/a

	Are any of these organisations exempt?
	 FORMDROPDOWN 

	 FORMDROPDOWN 

	N/A
	N/A


	Impact on Admin Burdens Baseline (2005 Prices)
	(Increase - Decrease)

	Increase of
	£ 0
	Decrease of
	£ 0
	Net Impact
	£ 0


	Key:
	Annual costs and benefits: Constant Prices
	
	(Net) Present Value

	Summary: Analysis & Evidence

	Policy Option:  D
	Description:  Adjust current LDR and forumula - increasing journey cap to 9, tonnage cap to 50,000 nrt and LDR to 41p per nrt


	COSTS
	ANNUAL COSTS
	Description and scale of key monetised costs by ‘main 
affected groups’ Increase in cost to shipping industry

	
	One-off (Transition)
	Yrs
	

	
	£ 0
	   
	

	
	Average Annual Cost
(excluding one-off)
	

	
	£ 20.2m
	
	Total Cost (PV)
	£ 58.57m

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


	BENEFITS
	ANNUAL BENEFITS
	Description and scale of key monetised benefits by ‘main 
affected groups’ Increase in revenue to fund continued GLA operations

	
	One-off
	Yrs
	

	
	£ 0
	   
	

	
	Average Annual Benefit
(excluding one-off)
	

	
	£ 20.2m
	
	Total Benefit (PV)
	£ 58.57

	
	Other key non-monetised benefits by ‘main affected groups’ Safety benefits resulting from the safeguarding of the continued work of the GLAs. 


	Key Assumptions/Sensitivities/Risks The model has assumed that the volume of shipping traffic entering UK and Irish ports remains at 2007 levels. This is considered reasonable given that research evidence suggests that changes to LD has little impact on the routing of cargo. 


	Price Base
Year 2009
	Time Period
Years 3
	Net Benefit Range (NPV)
£ 0
	NET BENEFIT (NPV Best estimate)
£ 0


	What is the geographic coverage of the policy/option?
	UK and Ireland 

	On what date will the policy be implemented?
	1st July 2009

	Which organisation(s) will enforce the policy?
	DfT

	What is the total annual cost of enforcement for these organisations?
	£ unchanged

	Does enforcement comply with Hampton principles?
	 FORMDROPDOWN 


	Will implementation go beyond minimum EU requirements?
	 FORMDROPDOWN 


	What is the value of the proposed offsetting measure per year?
	£ 0

	What is the value of changes in greenhouse gas emissions?
	£ 0

	Will the proposal have a significant impact on competition?
	 FORMDROPDOWN 


	Annual cost (£-£) per organisation
(excluding one-off)
	Micro
n/a
	Small
n/a
	Medium
n/a
	Large
n/a

	Are any of these organisations exempt?
	 FORMDROPDOWN 

	 FORMDROPDOWN 

	N/A
	N/A


	Impact on Admin Burdens Baseline (2005 Prices)
	(Increase - Decrease)

	Increase of
	£ 0
	Decrease of
	£ 0
	Net Impact
	£ 0


	Key:
	Annual costs and benefits: Constant Prices
	
	(Net) Present Value

	Evidence Base (for summary sheets)


[Use this space (with a recommended maximum of 30 pages) to set out the evidence, analysis and detailed narrative from which you have generated your policy options or proposal.  Ensure that the information is organised in such a way as to explain clearly the summary information on the preceding pages of this form.]

Background

This Impact Assessment (IA) relates to the setting of light dues rates (LDR) for 2009/10. 

In 2009/10 a significant shortfall is expected to arise in the General Lighthouse Fund (GLF), which is made up of light dues (LD) receipts from ship owners, employees' pension contributions and commercial/investment income. The GLF is used to fund the three General Lighthouse Authorities (GLAs):

- Trinity House (the GLA for England, Wales, the Channel Islands and Gibraltar);

- Northern Lighthouse Board (the GLA for Scotland and the Isle of Man); and 

- Commissioners of Irish Lights (the GLA for the whole island of Ireland). 
Intervention is required to address this shortfall in order to ensure that the GLAs can continue their work to provide navigation aids which make an essential contribution to maritime safety (helping to avoid both loss of life/injury and damage to the marine environment). Government intervention is necessary given the market failure which results from the public good aspects of navigation aids, i.e. the provision of navigation aids such as lighthouses are [[non-rival in consumption]] as use by a given ship does not detract from that of other vessels. It is also difficult to exclude ships from using these services (since although most of the benefits of lighthouses accrue to ships using particular ports, a charge for users can be made via port user fees as is the case with light dues). However, these public good aspects mean that the socially optimal quantity of navigation aids would be unlikely to be provided by the market and so government intervention is required in order to maintain maritime safety.  

The objective of intervention is to to ensure that the GLF is sufficient to fund the GLAs and that it is able to maintain a minimum reserve level. In order to achieve this objective changes will need to be made to the current light dues rates (LDR) scheme in order to increase the level of receipts being paid into the GLF.

The GLF aims to start each financial year with an opening balance which is at least equal to the Minimum Reserve Fund Level (MRFL). The MRFL is set at around £65m in order to make provision for staff pension contributions (around £44m), uninsured losses (£5m) and working capital (£16m – equivalent to operating costs for around two months). However, it is expected that the opening GLF balance for 2009/10 will be at this level of £65.m. In addition, net operating expenditure for the three GLAs in 2009/10 is anticipated to be £89.1m. Taking account of other factors which impact on the fund suggests that the total required LD income is £89.1m. 

LD are paid by vessels calling at ports in the UK and Ireland. Tugs, fishing vessels and pleasure vessels pay a simple periodic charge, but all other vessels pay LDs calculated by reference to their net registered tonnage (nrt). The current rate for non-periodical LDs is 35p per nrt (or 52c per nrt for vessels calling at ports in the Republic of Ireland) up to a maximum of £12,250 per vessel (equivalent to 35,000nrt – the ‘tonnage cap’ – so tonnage above this level does not incur a charge) for a maximum of 7 voyages per year (the ‘voyage cap’ – so further voyages above this level LD do not incur a charge). LD have been set at this level since 2006/07 and have fallen in real terms over the past 15 years. If rates remain at the current level then by March 2010 there will be a shortfall in the fund of around £21m (taking account of the expected opening balance, operating costs and the need to maintain the MRFL). To cover this shortfall a change to the current structure of LDR is proposed. 

Preparation of the IA

This IA has been prepared to highlight the costs and benefits which would be expected to result from the introduction of changes to the LDR for 2009/10. It draws upon available statistics and research relating to the shipping industry and the impact of LD. 

Options

Option A: Do Nothing – this would involve maintaining the current status quo. There would be no additional costs to industry as a result of this option but there are likely to be disbenefits in terms of the possibility of a negative impact on the activity of the GLAs in future years as a result of the reduction in available resources. This is not considered to be a realistic policy option given that it would lead to a shortfall in the GLF, creating an unsustainable position with regard to the funding of the three GLAs going forward – modelling work suggests that maintaining the current LDR would generate revenue of just over £62m, significantly below the target of £89m. However, for the purposes of this IA, all 'do something' options are assessed against this baseline. 

Option B: Increase the LDR – modelling work (summarised in an annex to this evidence base) indicates that an increase of 10p per nrt would address the projected shortfall in the GLF, generating £89m. This change would have a proportionate impact on all users of ports in the UK and Ireland subject to LD.  

Option C: Make adjustments to the LD rate and formula – modelling work (again summarised in the annex – note this option is labelled C3) suggests that in order to raise the required revenue, adjustments would be required - increasing the voyage cap to 9 voyages, the tonnage cap to 50,000 nrt and the LDR to 40p per nrt. This change is estimated to generate revenue of £89.3m. Although this change would impact on some sectors of the shipping industry more than on others, this combination of rate rise and adjustment is preferred to a more extensive rate rise alone, as it limits the impact on smaller vessels/operators. 

Option D: Make adjustments to the LD rate and formula – modelling work suggests that in order to raise the required revenue, adjustments would be required as detailed in option C. However, this assumes that the changes will be in operation for a 12 month period. If the changes are not implemented until July 2009, then the LD rate needs to increase to 41p per nrt, along with the shift to a voyage cap of 9 and a tonnage cap of 50,000 nrt. 
Further options which were considered at an earlier stage but subsequently rejected are as follows: 

- Reduction of the MRFL – the advantage of this option is that it would defer part of the increase in LDR but it would also result in an unacceptable level of risk, particularly because the majority of the minimum reserve is made up of employee pension contributions and the associated investment growth, and allowing the fund to drop below this level would conflict with the need for responsible stewardship of pensioners' interests. 

- Removal of the voyage cap – complete removal of the cap on voyages would have potential to generate significant additional income which is many times in excess of the projected shortfall. However, such a drastic change cannot be justified, particuarly as it would impact disproportionately on multi-voyage operators, many of which are small businesses.   
Sectors and Groups Affected

The proposals will impact upon the following groups:

Shipping industry

There were around 21,200 revenue generated calls to UK ports in 2007, with net registered tonnage of 198m tonnes, generating light dues of £63m. Between 2002 and 2007, average income per ship fell as the capacity of ships increased (with average nrt per ship rising from 7,900 in 2002 to 9,400 in 2007) and charges for LD fell from 40p per nrt to 39p in 2004, and then 35p in 2006. As a consequence, overall LD revenue declined from £68m in 2002 to £63m in 2007. Ports in Ireland have seen similar drop in the overall levels of LD paid, driven by similar factors, and revenue raised reached €4.7m in 2007, from a total of 1,900 vessel calls. 

UK port traffic is dominated by containerships, tankers, and general cargo vessels. Large containerships account for the greatest quantities of light dues paid by ships calling at UK ports (£25m in 2007), although accounting for a relatively small proportion of calls to Irish ports. These ships tend to make less calls and are less likely to reach the seven voyage cap, although as vessels have increased in capacity, a higher proportion exceed the 35,000 nrt tonnage cap, enabling the handling of greater tonnage of goods at similar levels of light dues. The capacity of the containership is projected to continue to rise. Tanker ships (liquid bulk) are an important source of dues for both UK and Irish ports, exporting and importing crude oil and liquefied natural gas. General cargo ships are important both for Irish markets as feeder ships from the larger ports in North West Europe, and for smaller ports in the UK. Dry Bulk carriers account for a substantial proportion of dues to Irish ports. 

Revenue and vessel call projections produced for Trinity House by Raven Trading Limited indicate that shipping trends are expected to be relatively constant in the period to 2020, allowing for a decline in activity as a consequence of the anticipated economic downturn in 2008 and 2009. Although overall tonnage handled by UK and Irish ports is expected to increase in the medium term, as containerships increase in size above the 35,000 nrt tonnage cap, no additional light dues are expected. Declines in the production of crude oil (resulting in fewer Tanker calls to UK ports) is expected to be offset by increased imports of liquefied natural gas, resulting in an overall flat revenue projection from Liquid Bulk carriers. 

GLAs

The three GLAs of the United Kingdom and Ireland have statutory responsibility for the provision of marine aids to navigation around the British Isles.  

Government 

The Government is ultimately responsible for administration and management of LD and the GLF. The Secretary of State for Transport sets the level of LD to be charged. 

Option B - Analysis of Impacts

Costs 

This section sets out the expected costs of the proposal for each of the affected groups in turn followed by an analysis of net costs from the point of view of society as a whole. 

Shipping industry

If the LDR is increased by 10p per nrt, then the shipping industry would be expected to pay a total of £89.0m in LD during 2009/10. 

There will be no change to the administration burdens placed on businesses as there are no proposed changes to the information obligations associated with the LDR. 

GLAs

There are no cost implications for GLAs as there will be no change to the provision of marine aids to navigation. 

Government 

There are no cost implications for Government as there will be no change to the administration and management of LD and the GLF. 

Society 

In 2009/10, the shipping industry would be expected to pay an additional £19.3m in LD to the Government. As this is a direct transfer of money from the shipping industry to the GLF, the value of which will be used to fund the GLAs, there will be no net cost to the economy as a whole.

Benefits

This section sets out the expected benefits of the proposal for each of the affected groups in turn followed by an analysis of net benefits from the point of view of society as a whole. 

Shipping industry

Users of ports in the UK and Ireland will benefit from the continued provision of aids to navigation which will be supported by the creation of a more sustainable funding position for the GLAs going forward. 

GLAs

The GLAs will benefit from the change as it will provide a more sustainable funding position by ensuring that the fund is at the MRFL at the beginning of 2010/11. 

Government 

The Government will benefit from being able to maintain the GLF at the MRFL as this will facilitate responsible stewardship of pensioners' interests. 

Society 

It would be expected that there would be a net safety benefit to society as a whole as a result of the steps being taken to safeguard the continued operation of the GLAs. However, we are not aware of any evidence which would allow estimation of the value of this impact in monetary terms. 

Environmental and Social Impacts

No social impacts are expected to result from the proposed changes to LDR. The work of the GLAs helps to prevent incidents which have potential to cause damage to the marine environment therefore continued operation of the GLAs would maintain this level of environmental protection. 

Option C - Analysis of Impacts

Costs 

This section sets out the expected costs of the proposal for each of the affected groups in turn followed by an analysis of net costs from the point of view of society as a whole.  

Shipping industry

If the LDR is adjusted to 40p per nrt, in combination with an increase in the voyage cap (from 7 to 9) and increase in the tonnage cap (from 35,000 nrt to 50,000nrt), then the shipping industry would be expected to pay a total of £89.3m in LD during 2009/10. 

There will be no significant change to the administration burdens placed on businesses as there are no proposed changes to the information obligations associated with the LDR. 

GLAs

There are no cost implications for GLAs as there will be no change to the provision of marine aids to navigation. 

Government 

There are no cost implications for Government as there will be no change to the administration and management of LD and the GLF. 

Society 

In 2009/10, the shipping industry would be expected to pay an additional £20.2m in LD to the Government. As this is a direct transfer of money from the shipping industry to the GLF, the value of which will be used to fund the GLAs, there will be no net cost to the economy as a whole.

Benefits

This section sets out the expected benefits of the proposal for each of the affected groups in turn followed by an analysis of net benefits from the point of view of society as a whole. 

Shipping industry

Users of ports in the UK and Ireland will benefit from the continued provision of aids to navigation which will be supported by the creation of a more sustainable funding position for the GLAs going forward. 

GLAs

The GLAs will benefit from the change as it will provide a more sustainable funding position by ensuring that the fund is at the MRFL at the beginning of 2010/11. 

Government 

The Government will benefit from being able to maintain the GLF at the MRFL as this will facilitate responsible stewardship of pensioners' interests. 

Society 

It would be expected that there would be a net safety benefit to society as a whole as a result of the steps being taken to safeguard the continued operation of the GLAs. However, we are not aware of any evidence which would allow estimation of the value of this impact in monetary terms. 

Environmental and Social Impacts

No social impacts are expected to result from the proposed changes to LDR. The work of the GLAs helps to prevent incidents which have potential to cause damage to the marine environment therefore continued operation of the GLAs would maintain this level of environmental protection. 

Option D - Analysis of Impacts

Costs 

This section sets out the expected costs of the proposal for each of the affected groups in turn followed by an analysis of net costs from the point of view of society as a whole.  

Shipping industry

If the LDR remains at current levels for the three month period 1st April – 30th June 2009, industry would be expected to pay £17.3m in LD during this time. If LD is then adjusted to 41p per nrt, in combination with an increase in the voyage cap (from 7 to 9) and increase in the tonnage cap (from 35,000 nrt to 50,000nrt) – from 1st July 2009, then the shipping industry would be estimated to pay a further £71.3m during the final 9 months of 2009/10. A total of £88.6m. 

There will be no significant change to the administration burdens placed on businesses as there are no proposed changes to the information obligations associated with the LDR. 

GLAs

There are no cost implications for GLAs as there will be no change to the provision of marine aids to navigation. 

Government 

There are no cost implications for Government as there will be no change to the administration and management of LD and the GLF. 

Society 

In 2009/10, the shipping industry would be expected to pay an additional £20.2m in LD to the Government. As this is a direct transfer of money from the shipping industry to the GLF, the value of which will be used to fund the GLAs, there will be no net cost to the economy as a whole.

Benefits

This section sets out the expected benefits of the proposal for each of the affected groups in turn followed by an analysis of net benefits from the point of view of society as a whole. 

Shipping industry

Users of ports in the UK and Ireland will benefit from the continued provision of aids to navigation which will be supported by the creation of a more sustainable funding position for the GLAs going forward. 

GLAs

The GLAs will benefit from the change as it will provide a more sustainable funding position by ensuring that the fund is at the MRFL at the beginning of 2010/11. 

Government 

The Government will benefit from being able to maintain the GLF at the MRFL as this will facilitate responsible stewardship of pensioners' interests. 

Society 

It would be expected that there would be a net safety benefit to society as a whole as a result of the steps being taken to safeguard the continued operation of the GLAs. However, we are not aware of any evidence which would allow estimation of the value of this impact in monetary terms. 

Environmental and Social Impacts

No social impacts are expected to result from the proposed changes to LDR. The work of the GLAs helps to prevent incidents which have potential to cause damage to the marine environment therefore continued operation of the GLAs would maintain this level of environmental protection. 

Risks and Uncertainty

The key area of uncertainty in the model relates to the potential for the changes to LDR and/or the current economic downturn to impact on the behaviour of shipping companies in terms of the number of journeys which are made to UK and Irish ports in 2009/10. Any change would impact on the level of revenue generated by LDR. Further uncertainty is caused by the possibility of exchange rate fluctuations which will impact on the equivalent value in GBP of revenue received as a result of vessels entering Irish ports (where payment is made in EUR).  

However, as noted, research evidence suggests that the volume of shipping traffic entering UK and Irish ports, and liable to pay LD, is expected to remain relatively static in the coming years. Data on calls to ports suggests a shift towards the use of larger vessels which only pay LD up to the level of the tonnage cap. This type of restructuring also has the potential to result in larger vessels being used to displace a number of journeys which would have been made by smaller vessels thereby impacting on LD income. However, increasing the tonnage cap would help to mitigate this risk by increasing the maximum charge per voyage (under the changes outlined in option C and D, the maximum voyage charge would increase to £20,000-20,500 respectively, from a current maximum of £12,250). Given that LD are currently estimated to form less than 1 percent of the costs of an average shipping company, such a change would still be expected to have no significant impact on shipping patterns.

In addition, sensitivity analysis suggests that minor fluctuations in exchange rates will have a relatively small impact on the value of revenue generated in Sterling terms. 

Impact Tests
Competition Assessment

The preferred option would not place anti-competitive restrictions on the number or range of suppliers within the shipping industry and would not reduce incentives to compete as it would impact on all vessels which call at ports in the UK and Ireland. Therefore the proposal is unlikely to raise any significant competition concerns. 

Small Firms Impact Test

The proposal would impose costs on all ship owners via changes to the current system of LDR. As noted, the receipts are required to fund the work of GLAs in order to maintain maritime safety which benefits all types and sizes of shipping business so an exemption would be impractical. However, under the preferred option, the cost impact is related to the scale of operations and so would be expected to be proportional to the size of the business, meaning that it would not be expected to impose a disproportionate burden on small firms.

Race, Gender and Disability Equality
There are no race, gender or disability impacts to these proposals.

Legal Aid

There are no legal aid implications. 

Sustainable Development

The proposal des not conflict with any of the five principles of sustainable development. 

Carbon Assessment

It is considered that there would be no significant impact on carbon emissions. As noted above, we have assumed that the changes to the scheme would not impact significantly on shipping patterns, and resulting carbon emissions. 
Other Environment

It is considered that there would be no significant other environmental implications. 

Health Impact Assessment

It is considered that the proposals would not impact on health and wellbeing, or health inequalities, as defined by the screening criteria for this test; therefore a full assessment is not necessary.

Human Rights

There are no human rights implications.

Rural Proofing

There are no rural proofing implications. 

Summary 

Changes to LDR for 2009/10 are required to ensure that the GLF is maintained at a sustainable level, thereby safeguarding the operations of the GLAs for the UK and Ireland. 

The preferred option for changes to LDR for 2009/10 is to increase the rate to 41p per nrt and amend the formula for calculating liability to include a tonnage cap of 50,000nrt (resulting in a maximum charge per voyage of £20,500) and a voyage cap of 9, with all these changes taking effect on 1st July (and chargeable voyages already made in April, May and June 2009 counting towards the new total of 9 for 2009-10).  This option is felt to be most appropriate given the trend towards the increasing use of larger vessels. 

The proposed changes would increase the amount of LD to be paid by the shipping industry but also generate a corresponding increase in the resources available to the GLAs to be spent on aids to navigation, therefore resulting in a zero net cost to society. Safeguarding the continuing operation of the GLAs will generate continued safety, and environmental, benefits. It has not been possible to attach a direct value to these positive impacts.  However, available data on the estimated costs associated with a major incident (ranging from Sea Empress $62m (1996) to Amoco Cadiz $282m (1978)) clearly highlights the significant benefit in terms of potential costs avoided which results from the work of the GLAs. 

	Specific Impact Tests: Checklist


Use the table below to demonstrate how broadly you have considered the potential impacts of your policy options.  

Ensure that the results of any tests that impact on the cost-benefit analysis are contained within the main evidence base; other results may be annexed.

	Type of testing undertaken 
	Results in Evidence Base?
	Results annexed?

	Competition Assessment
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Small Firms Impact Test
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Legal Aid
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Sustainable Development
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Carbon Assessment
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Other Environment
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Health Impact Assessment
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Race Equality
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Disability Equality
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Gender Equality
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Human Rights
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Rural Proofing
	 FORMDROPDOWN 

	 FORMDROPDOWN 



	Annexes


Setting the LDR for 2009/10

Option B: Increase Light Dues

One method to increase overall light dues would be to increase the rate paid by vessels calling at UK ports per net registered tonne (nrt) while retaining the tonnage cap of 35,000 nrt, and the voyage cap of seven vessel calls. The rate of light dues is currently £0.35 per nrt (€0.52 in Ireland). The table below sets out the estimated effects on revenues of a price increase of 14%, 29% and 42% (£0.40, £0.45, and £0.50 in Sterling respectively). 

Table 1  Effects of an Increase in Light Dues Rates on Revenues (based on 2009 revenue projections)
	Vessel Type
	Chargeable nrt
	Current Revenue
	14% increase
	29% increase
	42% increase

	UK Ports (Light Dues £s)
	0.35
	0.40
	0.45
	0.50

	Container
	75883529
	26559235
	30353411
	34147588
	37941764

	Dry Bulk Carrier
	22679754
	7937914
	9071902
	10205889
	11339877

	General Cargo
	17991240
	6296934
	7196496
	8096058
	8995620

	Other
	15917406
	5571092
	6366962
	7162833
	7958703

	Passenger
	4745657
	1660980
	1898263
	2135546
	2372829

	Ro Ro Ferry
	9591686
	3357090
	3836674
	4316259
	4795843

	Tanker
	42396931
	14838926
	16958773
	19078619
	21198466

	Total
	189206203
	66222171
	75682481
	85142791
	94603101

	Irish Ports (Light Dues, €s)
	0.52
	0.59
	0.64
	0.74

	Container
	650612
	338318
	383861
	416391
	481453

	Dry Bulk Carrier
	2955583
	1536903
	1743794
	1891573
	2187131

	General Cargo
	2143169
	1114448
	1264470
	1371628
	1585945

	Other
	626867
	325971
	369852
	401195
	463882

	Passenger
	362198
	188343
	213697
	231807
	268027

	Ro Ro Ferry
	672000
	349440
	396480
	430080
	497280

	Tanker
	1246475
	648167
	735420
	797744
	922392

	Total
	8656904
	4501591
	5107574
	5540419
	6406110

	Total Revenue
	-
	69973496
	79938793
	89759807
	99941526

	Revenue Gain
	-
	0
	9965296
	19786311
	29968030

	Exchange Rate Sensitivity with Revenue Gains

	£1:€1.1
	
	-288563
	9637888
	19431156
	29557382

	£1:€1.3
	
	341030
	10352234
	20206039
	30453341


Source: Trinity House / Raven Trading Limited, Dec 2008 – based 2009 revenue projections, exchange rates assumed to be £1 to €1.2

•
An increase of light dues by 14 percent generates total revenue of £79m, 29 percent to £89.7m, and 42% to almost £100m.

•
This is equivalent to revenue growth of £10.0m, £19.8m and £30.0m respectively.

•
To achieve target revenue growth of £19-20m, an increase in light dues to £0.45 per nrt (€0.64 in Ireland) is required. 

•
Overall revenues are sensitive to exchange rate fluctuations between Sterling and the Euro. If exchange rates in 2009 average £1:€1.1 then overall light dues will rise by £340,000, while if they rise to £1:€1.3 then overall revenues fall by £289,000. 

•
Exchange rate fluctuations (across the ranges outlined above) are unlikely to have a substantial impact on revenue growth as a result of changing light dues, as Euro denominated charges make up a small component of overall revenues. With a 29% increase in light dues and an exchange rate of £1:€1.3 then revenue growth will fall from £19.7m to £19.4m.

Option C1: Increase Tonnage  Cap

Light dues are charged per call, per nrt up to a current maximum of 35,000 nrt for any one vessel. Increasing this tonnage cap would increase the overall chargeable net registered tonnage of vessels entering UK and Irish ports and increase revenue from light dues. The table below shows the effects of the increase in the tonnage cap to 40,000, 50,000 and 60,000 nrt. 

Table 2  Effects of an Increase in the Tonnage Cap on Total Chargeable nrt
	Tonnage Cap
	35000
	40000
	50000
	60000

	UK Ports

	Container
	75883529
	79904357
	85164326
	86863666

	Dry Bulk Carrier
	22679754
	23608909
	25366209
	26353569

	General Cargo
	17991240
	17982466
	18115029
	18195629

	Other
	15917406
	16077983
	16390234
	16630060

	Passenger
	4745657
	5063143
	5508077
	5717417

	Ro Ro Ferry
	9591686
	9599214
	9614269
	9619726

	Tanker
	42396931
	43174031
	43929331
	44038580

	Irish Ports

	Container
	650612
	650612
	650612
	650612

	Dry Bulk Carrier
	2955583
	3031317
	3175660
	3255192

	General Cargo
	2143169
	2143169
	2143169
	2143169

	Other
	626867
	626867
	626867
	626867

	Passenger
	362198
	381710
	409581
	419448

	Ro Ro Ferry
	672000
	672000
	672000
	672000

	Tanker
	1246475
	1246475
	1246475
	1246475


Source: Trinity House / Raven Trading Limited, Dec 2008

The table below shows the effects on light dues of increasing the tonnage cap to 40,000 nrt, 50,000 nrt, and 60,000 nrt (assuming that an increase in the cap has no impact on the number of vessel calls, and based on projected revenues for 2009). 

Table 3  Effects of Increasing Tonnage Cap on Light Dues
	Tonnage Cap
	35000
	40000
	50000
	60000

	UK Ports (Light Dues = £0.35 per nrt up to Tonnage cap, up to 7 vessel calls)

	Container
	26559235
	27966525
	29807514
	30402283

	Dry Bulk Carrier
	7937914
	8263118
	8878173
	9223749

	General Cargo
	6296934
	6293863
	6340260
	6368470

	Other
	5571092
	5627294
	5736582
	5820521

	Passenger
	1660980
	1772100
	1927827
	2001096

	Ro Ro Ferry
	3357090
	3359725
	3364994
	3366904

	Tanker
	14838926
	15110911
	15375266
	15413503

	Total
	66222171
	68393536
	71430616
	72596526

	Irish Ports (Light Dues = €0.52 per nrt up to Tonnage cap, up to 7 vessel calls)

	Container
	338318
	338318
	338318
	338318

	Dry Bulk Carrier
	1536903
	1576285
	1651343
	1692700

	General Cargo
	1114448
	1114448
	1114448
	1114448

	Other
	325971
	325971
	325971
	325971

	Passenger
	188343
	198489
	212982
	218113

	Ro Ro Ferry
	349440
	349440
	349440
	349440

	Tanker
	648167
	648167
	648167
	648167

	Total
	4501590
	4551118
	4640669
	4687157

	Total Revenue (£s)
	69973496
	72186134
	75297840
	76502490

	Revenue gain
	0
	2212638
	5324344
	6528994


Source: Trinity House / Raven Trading Limited, Dec 2008 – based 2009 revenue projections, exchange rates assumed to be £1 to €1.2

•
Increasing the Tonnage cap to 40,000 nrt would increase overall light dues to £72m, 50,000 nrt to £75m, and 60,000 nrt to £77m.

•
This would result in revenue gains of £2.2m, £5.3m, and £6.5m respectively. It is clear that raising the Tonnage cap (at least to the levels under consideration here) would be insufficient to meet the target for revenue growth of £19-20m.

Option C2: Increase Voyage Cap

Vessels are charged light dues for up to seven calls to UK and Irish ports. It would also be possible to increase overall revenue from light dues by increasing this voyage cap. The table below sets out overall impact on anticipated revenues in 2009 (based on forecast revenues for 2009, and assuming that an increase in the voyage cap has no impact on overall chargeable vessel calls) if the voyage cap was increased to nine and twelve. 

Table 4  Effects of an Increase on the Voyage Cap on Light Dues 
	Type of ship
	Chargeable nrt
	Revenue (Voyage Cap = 7)
	Additional Chargeable nrt (Voyage Cap = 9)
	Revenue (Voyage Cap = 9)
	Additional Chargeable nrt (Voyage Cap = 9)
	Revenue (Voyage Cap = 12)

	UK Ports (Light Dues = £0.35 per nrt up to 35,000 nrt)

	Container
	75883529
	26559235
	3318586
	27720740
	4318949
	28070867

	Dry Bulk Carrier
	22679754
	7937914
	312331
	8047230
	496497
	8111688

	General Cargo
	17991240
	6296934
	1009489
	6650255
	1649263
	6874176

	Other
	15917406
	5571092
	1188460
	5987053
	2197683
	6340281

	Passenger
	4745657
	1660980
	81251
	1689418
	203129
	1732075

	Ro Ro Ferry
	9591686
	3357090
	2142243
	4106875
	4878034
	5064402

	Tanker
	42396931
	14838926
	1623786
	15407251
	2075549
	15565368

	Total
	189206203
	66222171
	9676146
	69608822
	15819103
	71758857

	Irish Ports (Light Dues = €0.52 up to 35,000 nrt)

	Container
	650612
	338318
	92310
	386319
	177152
	430437

	Dry Bulk Carrier
	2955583
	1536903
	0
	1536903
	0
	1536903

	General Cargo
	2143169
	1114448
	248577
	1243708
	402192
	1323588

	Other
	626867
	325971
	11321
	331858
	24771
	338852

	Passenger
	362198
	188343
	35869
	206995
	89675
	234974

	Ro Ro Ferry
	672000
	349440
	181631
	443888
	451033
	583977

	Tanker
	1246475
	648167
	12379
	654604
	19396
	658253

	Total
	8656904
	4501590
	582087
	4804275
	1164219
	5106984

	Total Revenue (£s)
	-
	69973496
	-
	73612385
	-
	76014677

	Total Revenue Gain
	-
	0
	-
	3638889
	-
	6041181


Source: Trinity House / Raven Trading Limited, Dec 2008 – based 2009 revenue projections, exchange rates assumed to be £1 to €1.2

The table shows:

•
An increase of the voyage cap to 9 journeys would secure light dues of £73m, while an increase to 12 journeys would secure light dues of £76m.

•
This equates to a revenue gain of £3.6m and £6.0m, some way short of target revenues of £19-20m. 

Option C3: Combination Adjustment 

The table below shows the effects on light dues of combining the options set out in Option B, C1 and C2 (effects on UK and Ireland have been combined in the table, adopting an exchange rate of £1:€1.2). 

Table 5  Change in Overall Revenue as a Result of Changing Light Dues Rates, Tonnage Cap, and Voyage Cap
	nrt Cap / Voyage Cap
	Voyage Cap = 7
	Voyage Cap = 9
	Voyage Cap = 12

	Total Chargeable nrt (UK and Ireland Combined)

	35000
	197863107
	208121339
	214846429

	40000
	204162253
	214420485
	221145575

	50000
	213011838
	223270070
	229995160

	60000
	216432409
	226690641
	233415731

	Light dues = (£0.35 / €0.52)

	35000
	0
	3638889
	6041181

	40000
	2212638
	5851527
	8253819

	50000
	5324344
	8963233
	11365525

	60000
	6528994
	10167882
	12570175

	Light dues = (£0.40 / €0.59)

	35000
	9965296
	14121947
	16865345

	40000
	12493686
	16650336
	19393734

	50000
	16049306
	20205957
	22949355

	60000
	17425729
	21582380
	24325778

	Light dues = (£0.45 / €0.64)

	35000
	19786311
	24451022
	27525824

	40000
	22628864
	27293575
	30368377

	50000
	26625528
	31290240
	34365041

	60000
	28172235
	32836947
	35911748


In summary:

•
No acceptable combination of increases to the voyage cap and tonnage cap alone would raise the target revenue growth of £19-20m. Raising the tonnage cap to 60,000 nrt and the voyage cap to 12 journeys would raise an additional £12m. An increase in light dues rates would therefore be required as well. 

•
The only combination that delivers the required revenue growth is raising light dues to £0.40 per nrt, and either increasing the voyage cap to 9 and the tonnage cap to 50,000 nrt or increasing the journey cap to 12 and the tonnage cap 40,000 nrt. However, this assumes that the charge will be in operation for a full 12 month period.

· If the current charge remained in operation for the first 3 months of the year that would generate an estimated 49 million chargeable voyages, and associated income of £17.3m. 

· If from 1st July the voyage cap were increased to 9 and the tonnage cap to 50,000 nrt then LD rates would need to be increased to a level which generated approaching £72m in income over the remaining 9 months. The estimated number of chargeable journeys after this formula adjustment would be 223m per annum, or 173.8m remaining after subtracting the number of voyages which have been charged for in the preceding 3 months. Therefore the formula adjustment would need to be coupled with a LD rate of 41p per nrt – generating a further estimated £71.3m (£88.6m in total for the year). 
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(�)	1995 c.21.


(�)	S.I. 1997/562;  relevant amendments are in S.I. 2002/504 and 2006/649.


(�)	Sub-paragraph (1A) of paragraph 3 was inserted by S.I. 2006/649, regulation 2(1) and (2)(b).
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