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Licence Fees

Purpose of paper

1. The purpose of this paper is to seek the Authority’s agreement to the changes to the approach in setting fee levels. These changes are proposed in response to the feedback received from consultation with the sectors. 

Introduction

2. The consultation on a proposed new licence fee structure ran from 8 December 2008 to 5 March 2009. We wrote directly to Designated Individuals and Licence Holders in all five licensed sectors. The letters set out a rationale for the changes in each sector. The consultation was also flagged prominently in the HTA’s e-newsletters in December 2008 and February 2009, which reach 4500 subscribers; and also at HTA events. 
3. Responses have now been collated and analysed by sector, with the key points from each being summarised.

Response to the consultation 
4. In total, 62 responses were received, with some organisations sending responses relating to more than one sector.

5. The responses received from each of the sectors were as follows:

	Sector
	Responses
received by the HTA
	Total number of premises in the different  sectors
	% of actual  respondees to total number of bodies in sector 

	Research
	14
	236
	5.9 

	Post Mortem
	11
	298
	3.7

	Anatomy

	5
	45
	11.1

	Human Application 
	26
	257
	10.1

	Public Display
	6
	13
	46.2

	Total
	62
	849
	7.3


Summary of feedback from each of the five sectors 
6. Annex A summarises the typical responses we received from each of the sectors. We plan to publish a fuller summary and our responses to the main comments made. 
Action taken following consideration of feedback
7. In setting the proposed fees, the Treasury require that the cost of all activity associated with licensing is met by income from fees. Staffing forms the bulk of these costs. The Department of Health agreed a business case for an increase in overall headcount from 42 to 67 staff in order to cope with the significant growth in the volume and complexity of our regulatory remit. 13 of the 25 additional posts are dedicated entirely to regulatory activity, so must be wholly funded from licence fee income. 
8. Thus, in setting the fee structure for consultation, our approach was based on the assumption that we would have all additional staff in post by 1 April 2009. However, it has not proved possible to recruit all the Regulation Manager posts by this time; and our revised timetable indicates that we will not be able to do so until the middle of the 2009/10 financial year. 
9. In the light of this experience, we have reviewed the likely timescale for filling all the posts and have concluded that all the new staff will not be in post before the mid-year point. We have re-modelled our expenditure for 2009/10 on this basis and now propose the following changes which would apply for 2009-2010 only. Our room for manoeuvre is limited, so we have concentrated on making cuts where we believe there would be a significant reduction in pressure for certain establishments. The feedback we have received both in writing and anecdotally is that the cumulative pressures on establishments with Third Party Agreements (TPAs) and those with satellites would incur very substantial additional costs. Therefore, we propose the following changes     
(i) Satellites – the reduction for satellites in all sectors is as follows:
	Sector
	Original proposed fee (£)
	Revised proposed fee (£)
	% change following reduction

	Research
	1200
	900
	25

	Post Mortem
	2400
	2000
	16.7

	Anatomy
	1200
	975
	18.8

	Human Application
	4400
	3800
	13.6

	Public Display
	750
	560
	25.3


(ii) TPAs – the position in respect of these sites is in flux as the practical implications of implementing the Quality and Safety Regulations are only now becoming understood. The Executive has embarked on a project, to be completed in July, to examine how many TPAs there are likely to be, what kind of activities are carried out on these sites, what their relationships are with the main (licensed) sites and what order of regulatory oversight they will need. The Executive take the view that it would be best to await the outcome of the review of TPAs before deciding what fee to charge. This and the remaining scope within the revised budget for reducing fees led us to conclude that we should not make any charge for TPAs in 2009/10 (see also paragraph 11).
10. The Executive reviewed all the other proposed fee increases but concluded that these should remain the same for the time being because our room for manoeuvre is extremely limited at this juncture (but see paragraph 11). The full, revised, fee structure for 2009/10 is set out in annex B.
Fee structure beyond 2009/10 
11. In setting fees, we are required to adhere to the Treasury’s guidelines. These are that fees must cover the cost of licensing and that there can be no cross-subsidy between sectors. Our proposed fee structure meets these requirements, but there may be scope for looking again at how we assess fees within each sector. Three factors lead us to conclude that we should undertake a review of fee levels beyond 2009/10. These are:
· the feedback from the consultation
· the review of TPAs currently underway 
· possible changes to the Quality and Safety Regulations arising from new EU guidance 
12. We have, therefore, included in our business plan for 2009/10 a review of the fee structure. This will take into account the findings from our review of TPAs and the pros and cons of charging on an activity basis. 
Conclusion

13. The full year effect of the various proposed fee increases (after allowing for the  adjustments described in paragraph 9) has been included in the income targets for the budgets for 2009/10 and beyond. Further changes to the proposed fees would have significant financial implications for the 2009-2010 budget that has been submitted in a separate paper for the Authority’s approval this afternoon. 
14. The Authority is therefore asked to:
· note the summary of responses to the consultation (annex A)
· agree the changes to the fees for satellites and TPAs (paragraph 9)
· agree the revised fee structure (annex B)

· note the proposal to review the fee structure in 2009/10 and to propose a new structure for 2010 and beyond (paragraph 12).












Annex A

Summary of key responses by sector
	Sector
	Comments

	Research
	General non-support for the increase in fees. 

	
	The increased fee restricts scope/productivity of research.

	
	The proposed fee is disproportionately high compared to other regulatory bodies.

	
	Sectors governed by other bodies should not be included in the fee calculations.

	
	Charges should be proportionate to the level of risk within an organisation.

	
	A fixed fee should be charged to smaller organisations that carry out less research.

	Post Mortem
	The main response was that the increase in fees acts as an additional cost pressure.

	
	The increase in the fee is unjustified.

	
	The model needs to be changed to reflect charging by transaction.

	
	More information of the weightings in the model is needed especially in relation to organisations that require more inspections.

	
	More transparency in how the fees are calculated is needed.

	
	HTA makes inspections more complex and thereby justifies higher fees. More rationalisation is needed

	
	Fees should be graded according to the complexity of an organisation. 

	
	Most organisations have little flexibility in their budgets to cope with the proposed increase.

	
	Licences should be given to main trusts or foundations i.e. organisations that can affect change.

	Anatomy
	The increase in fees will bring more financial pressure.

	
	The increase in fees cannot be covered by the costs of teaching. The overall impact will be to take funds away from students.

	
	One establishment believed that the fee increase might result in HTA being perceived by the pubic as damaging medical teaching.

	Human Application
	Many organisations required more clarification on Third Party Agreements (TPAs) and noted that the fee increases (which, for some establishments with many TPAs) could cumulatively result in substantial increases.

	
	The fee increase cannot be passed on and is unacceptable particularly in the current economic climate.

	
	Small clinics undertaking just one activity are being charged the main fee which, in those circumstances, is too high.

	
	TPA costs are prohibitive and disproportionate to the number of times they are required to be entered into.

	
	TPA fees are a concern. There is no justification for them as they are already regulated within the licensing/inspection process.

	
	The HTA gave no prior warning about charging for TPAs.

	
	TPAs need to be more clearly defined

	
	More clarity requested as to who should pay for TPA fees and why this is not part of the main licence fee.

	
	One establishment believed that the fee imposed meant a subsidisation of the cost of regulating/inspecting larger organisations.

	
	HTA’s proposed increase in fees are much higher than comparable other organisations such as the MHRA.

	
	The proposed increase for small non-profit making bone banks providing voluntary service could close these establishments down.

	Public Display
	In general, the proposed increase in fees was regarded as too high.

	
	The fee model only fits the larger museums and is disproportionate for others.

	
	The current economic climate should have been taken more into account.

	
	High fees may promote under-reporting or the dismantling of collections.

	
	Greater transparency of the fee model would be very useful.

	
	The need to set individual fees for temporary exhibitions is understood but this shouldn’t include organisations holding less than 20 items.













Annex B

Proposed fee structure – 2009/10
	Sector
	Research
	Public Display
	Post Mortem
	Anatomy
	Human Application

	
	£ 
	£
	£
	£
	£

	Main Site

(2008/09 fee)
	6,000

(5,200)
	3,750

(3,600)
	8,000

(5,300)
	6,500

(5,200)
	11,000

(7,600)

	Satellite

(2008/09 fee)
	900

(800)
	560

(500)
	2,000

(2,100)
	975

(700)
	3,800

(1,000)

	Third Party agreement    (see note below)
	
	
	
	
	Nil 

(Nil)

	Procurement organisations
(2008/09 interim fee)
	
	
	
	
	6,000

(2,900)

	Simple skin & bone establishments

	
	
	
	
	5,500

	PD: less than 20 items
(2008/09 fee)
	
	1,000

(250)
	
	
	


� Which we define as storage of very few samples, mainly (if not wholly) for autologous use and


  often in a single stand-alone freezer.
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