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GENERAL OPTICAL COUNCIL

Registration Fees Proposal 2008/9

Background

Under its delegated powers, Council has the ability to set fees to be charged (section 10(1)(c)(i)).

Presently, fees are set at £169.00 p.a. inclusive of the CET and consumer complaints mediation service (the ccms) levies, and £239.00 for restoration with Student fees at £20.00 p.a.  The ‘core’ retention fee of £135.00 has been in place since 1 April 2004 however the aggregate fee increased effective 1 April 2005 to include the two levies as shown below:

	Year
	
	Core Fee
	
	CET Levy
	
	OCCS Levy
	
	Total Fee

	2004/5
	    
	£135.00
	
	0
	
	0
	
	£135.00

	2005/6
	    
	£135.00
	   
	£27.00
	
	£7.00
	
	£169.00

	2006/7
	    
	£135.00
	
	£27.00
	
	£7.00
	
	£169.00

	2007/8
	    
	£135.00
	   
	£27.00
	
	£7.00
	
	£169.00


Fees Recommendation for 2008/9

At it’s meeting in October, the Finance & Procedure Committee considered the makeup of the total fee, and whether the ‘core’ fee and the two separate levies were set at appropriate levels. 

(a) CET Levy
An analysis of the CET expenditure indicated that at the commencement of the program the GOC was in deficit due to upfront costs incurred in 2004/5 before the levy could be collected. However, since then the revenue from the levy has generated income in excess of actual expenditure (contract plus in-house costs) such that at the end of 2006/7 a surplus of approx. £5 per registrant had been generated. With a further surplus anticipated this financial year, F&P Committee agreed to recommend to Council a reduction in the levy for 2008/9 to £20.00 per registrant. 
It has also been suggested that the CET levy be incorporated into the core element of the fee since the CET programme is now a core function of Council.
(b) CCMS Levy
The position of the present OCCS levy is that it was first charged in 2005/6 and had a carried forward deficit due to some upfront costs incurred in the initial setup period. The following three years have generated a small surplus when all related costs are included. However, until Council has confirmed the costs of letting an agreement from 1 April 2008, F&P Committee agreed to recommend to Council that the levy remain unchanged.
(c) Core Fee
In order to decide whether any change to the ‘core’ fee is appropriate for 2008/9, it is necessary to:

(i)  consider whether the anticipated deficit for 2008/9 can adequately be met from reserves. The following table shows present and forecast reserves based on the current expenditure and fees levels:
	Financial

Year
	2008/9 

Forecast
	2007/8 

Estimate
	2006/7

Actual
	2005/6

Actual

	
	£
	£
	£
	£

	Expenditure
	3,577,000
	3,187,328
	2,958,567
	2,633,725

	Total Reserves
	2,512,181
	2,682,181
	2,370,509
	1,903,871

	% Reserves to expenditure
	70.2%
	84.2%
	80.1%
	72.3%


This level of GOC reserves was considered by the F&P Committee to be adequate at a level between 50% and 100% of planned annual expenditure.

However, the following table shows expenditure excluding planned expenditure in 2008/9 on CET and the ccms, and the forecast level of reserves excluding the income from CET and ccms levies, plus incorporating the proposed reduction in the CET levy:
	Financial

Year
	2008/9 

Forecast

	
	£

	Expenditure* less CET and ccms levies
	3,118,892

	Reserves less CET/ccms income
	2,020,781

	% Reserves to expenditure
	64.8%


* excludes in-house costs 

The reserves are still maintained within the limits of 50% to 100% of annual planned expenditure.
 (ii) calculate the level of estimated expenditure but exclude from the forecast the CET and ccms expenditure to determine what level of core fee is required :
Estimated total GOC expenditure in 2008/9 

£3,577,000

Less est. CET expenditure

     

   £330,608

Less est. (non GOC officer) ccms expenditure
   £127,500
Net expenditure





£3,118,892
Based on this level of net expenditure, the ‘core’ fee spread amongst 18,200 ‘active’ registrants would equate to £171.00 per registrant. This level of increase was considered too large an increase by the F&P Committee. Some more realistic options considered are shown below: 

Assumption: Core fee payable by 18,200 registrants (incl. corporate bodies who pay the same fee as individuals) to meet forecast expenditure excluding CET/ccms of £3,118,892 gives the following options:

£135.00    £139.00    £141.75      £145.13       £148.50
       £171.00
Core fee
%
   nil
         3.0%
    5.0%
 7.5%
         10.0%
         26.7%

Increase
£
   nil
        £4.00
    £6.75        £10.13
         £13.50
         £36.00

Overall
%
 -4.1%
        -1.8%
   -0.15%
1.85%

3.85%
          17.2%

Inc/Dec*
£’s
-£7.00
       -£3.00
  -£0.25p        £3.13
           £6.50
         £29.00

* assuming reduction in CET levy to £20.00
The proposal to the F&P Committee was that a small inflationary increase of 3.0% (£4.00) might be appropriate since there had been no increase to the core fee for the past four years. 
However, there were opposing views on either side for no increase and a higher than inflationary increase. The conclusion reached after extensive discussion was to recommend to Council a nil increase in the core fee but to refer this matter to Council since it should decide when it could draw from reserves to meet planned expenditure.
Therefore, the following proposal is made to Council:

1. That the CET levy be reduced for 2008/9 from £27.00 to £20.00 per registrant
2. That the ccms levy remain unchanged for 2008/9 at £7.00 per registrant

3. That Council consider the recommendation that the core fee remain unchanged for 2008/9 at £135.00 per registrant
4. that the CET levy be incorporated into the core income and expenditure accounting and as such cease to be regarded as a separate levy from 1 April 2008.
	Year
	
	Core Fee
	
	CET Levy
	
	OCCS Levy
	
	Total Fee

	2004/5
	    
	£135.00
	
	0
	
	0
	
	£135.00

	2005/6
	    
	£135.00
	   
	£27.00
	
	£7.00
	
	£169.00

	2006/7
	    
	£135.00
	
	£27.00
	
	£7.00
	
	£169.00

	2007/8
	    
	£135.00
	   
	£27.00
	
	£7.00
	
	£169.00

	2008/9
proposal
	
	£135.00
	
	£20.00
	
	£7.00
	
	£162.00


 Effect on Draft Financial Budget 2008/9
The effect that an overall fees reduction of £7.00 will have on the draft budget for 2008/9 is estimated at £127,400, which would increase the post tax deficit from £170,000 to £297,400.
