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Summary

The purpose of this report is to seek approval of the increase to be

applied to the Schedule of Charges in respect of services provided at the
Heathrow Animal Reception Centre (HARC), for the forthcoming financial
year 2020/21.

| propose a general inflationary increase to the fees of 2%. | also propose
to continue the split fee for dogs, cats and ferrets travelling under the Pet
Travel Scheme, with a standard charge if the consignment undergoes a
pre-check of its paperwork, and a surcharge of £68 for not having a pre-
check done. At present around 50% of consignments comply with the pre-
check, with the other 50% paying the surcharge.

The charge of £15 to cover the cost of maintaining and administering the
mandatory Customs approved electronic inventory system for the
declaration of goods will continue.

It is anticipated that the service will operate at a surplus in 2020/21 due to
the continued level of throughput, the modest overall increase in general
fees for 2020/21, the surcharge for failing to have Pet Travel Scheme
documentation pre-checked and the new administration fee to cover our
costs of being an Internal Temporary Storage Facility.

Recommendations

Members are asked to:

e Approve the charges included in the Appendix to this report with
effect from 1 April 2020, or as soon as practicable thereafter.

e Approve the proposed charges contained in the Appendix to this
report and recommend to the Court of Common Council that the
Byelaws be made, and that the Comptroller and City Solicitor be
instructed to seal the Byelaws accordingly.



Main Report

Background

1. The charges for holding animals and provision of other services at the Heathrow
Animal Reception Centre (HARC) are due to be reviewed towards the end of
the financial year to enable an appropriate variation to be applied with effect
from the following April. This advance consideration is necessary because the
major proportion of the charges is in respect of quarantine animals and allied
services and has to be introduced as an “additional byelaw” to the principal
byelaws for the Centre. This takes somewhat longer than a more simplistic,
discretionary fee increase. The second, smaller element of the charges is not
byelaw controlled and relates to non-quarantine (export and boarding) charges
but for practical and operational reasons the two are dealt with together.

2. The funding review in 2011 agreed that the facility should aim to achieve full
cost recovery within five years, and this was achieved in 2011/12 (with the
exception of one-off capital charges incurred in that year), with continuing
surpluses until 2016/17. The budgeted outturn for 2019/20 is a surplus of
£257,000, but the latest forecast is for a surplus of circa £928,000.

3. The main source of income at HARC, the Pet Travel Scheme, is a non-statutory
function and is thus open to competition from commercial enterprises (see
paragraph 17 below). Following a period of substantial fee increases to ensure
a move towards full cost recovery, annual increases from 2013 - 2015 were in
line with inflation, but in 2015/16 the overall increase was 1% above inflation,
returning to an inflationary increase for 2017 - 2019. However, 2019/20 saw a
fundamental change with the introduction of a two-tier charging regime for pet
movements. A pre-check fee, in line with previous fees, and a non pre-check
fee which was substantially increased by circa 20%. It is proposed that this two-
tier regime continues. The aim is to get all consignments on a pre-check regime
to improve both customer service, animal welfare and staff wellbeing. Currently,
pre-checking runs at around 50%. This has meant a substantial increase in the
expected income of around £1M, but as more consignments are pre-checked,
the income will drop back to levels nearer that before the introduction of the two-
tier regime.

4. From 1 January 2012 the UK harmonised its rules with the rest of the European
Union for the importation of dogs, cats and ferrets, as the previous derogation to
the rules expired on 31 December 2011. The new arrangements make it
extremely easy for people to bring their animals in from ‘listed countries’ (these
are the countries that were in the Pet Travel Scheme prior to 1 January 2012
and are those deemed rabies free, or with good rabies controls in place) and
allows the importation of animals from 'un-listed countries', (i.e. the rest of the
world) without having to undergo six months quarantine on arrival. The process
for the rest of the world is similar to the process for ‘listed’ countries’ prior to 1
January 2012.



Thus, there is now a dual set of requirements. For ‘listed countries’, all that is
required is a microchip, vaccination against rabies, a wait of 21 days, and then
the animal can travel. For un-listed countries, there is a requirement for a
microchip, vaccination, a blood test 30 days after vaccination and then a three
month wait before travel. This is similar to the former scheme, except that the
wait has come down from six months to three months. This consolidates the old
legislation and makes very few changes to the current regime. The changes
made since the introduction of the Pet Travel Scheme in 2003 have now been
consolidated into new EU regulations which have been enacted by an
amendment to the UK legislation, which came into force on December 2014.
The EU regulations covering pet movements will be incorporated into the new
‘Animal Health Law’ EU Regulation 2016/429, being introduced in April 2021,
but will not fundamentally change until at least 2026. However, the UK may
decide to change the rules post-Brexit.

Current Position

6.

The income for Animal Health during 2019/20 was originally projected as
£3.432M with the latest forecast being £4.678M and a surplus of £928k
Expenditure at the HARC has risen over the past two years to cover the
increased throughput, which has necessitated greater use of consumables
(food, bedding etc.) and recruitment of additional staff.

Current budgeted income for Animal Health in 2020/21, taking into account the
proposed increases in charges in this report, is £4.493M, and the overall
projected net outturn for 2020/21 is a surplus of £795k. This will contribute to
funding any expenditure on buildings, equipment etc. as part of set-up costs for
new services.

EU Exit should not have an impact on throughput at HARC in 2019/2020.
Government has been quite clear that the ‘rules’ will remain the same for import
consignments for the foreseeable future. It is likely however, that there will be a
dip in February 2020 whilst people wait to see what happens after 31 January,
should the UK leave the EU on that date. There is a longer-term risk that some
of the expats who travel to work in the UK may be diverted to other European
cities, depending on the outcome of any deal with the EU.

The City Corporation has had discussions with Heathrow Airport Limited
regarding a change of location for HARC. However, if a move does go ahead,
the timing of it will not impact on HARC during this financial period.

Proposals

10.

11.

Having regard to the continuing need to balance and maximise the HARC
income against the danger of reducing the customer base at the Centre, |
propose that the HARC Schedule of Charges is amended as shown in Appendix
1 and that this is introduced from 1 April 2020, or as soon as practicable
thereafter.

Generally, | propose that fees are increased by 2% in line with inflation, but to
promote more efficient use of resources | do not propose to increase the



minimum charge for each Pet Travel Scheme consignment. However, | do
intend to add 4% to the surcharge to each Pet Travel Scheme consignment that
has not been ‘pre-checked’, bringing this to £68.

12. Pre-checking paperwork has a three-fold benefit: firstly it allows the required
paperwork checks to be carried out during quieter periods; secondly it will
decrease the levels of non-compliance with the Regulations which are an
administrative burden and finally, it decreases the time the pets are with HARC,
therefore freeing up kennels for other pets and improving customer service and
animal welfare.

13. HARC is now an Internal Temporary Storage Facility (ITSF), which requires it to
have a Customs-approved electronic inventory system for the declaration of
goods. Historically, HARC has always been an extension to every other Storage
Facility on the airport and has thus benefitted from not being required to have
electronic systems in place for the declaration of goods. However, this came to
an end in May 2019.

14. There is a cost attached to operating the electronic inventory system of circa
£8,000 for its rental, and additional resources for the administration of data entry
into the system. It is not proposed to increase the charge set in 2019 — 2020 to
cover the cost of the systems as it has been found sufficient to ensure full cost
recovery of the software system and the extra administrative resource required.

15. The Comptroller and City Solicitor will prepare the necessary revised Byelaws
that reflect the proposed charges as contained in Appendix 1 for approval by the
Court of Common Council and sealed subsequently.

Implications

16. The Comptroller and City Solicitor and the Chamberlain have been consulted and
have agreed with the proposal to implement the surcharge on those Pet Travel
Scheme consignments that do not send through their documentation to be pre-
checked. The Comptroller and City Solicitor also comments:

“The statutory provision under which these charges are now made is Section 30
of the City of London (Various Powers) Act 1987 (which was an enactment
removing the need for Ministerial approval of the HARC Byelaws), which provides
... “the charges imposed by such Byelaws shall be such as to secure so far as is
possible, that taking one year with another, the aggregate amount raised by such
charges is equivalent to the reasonable costs incurred by the Corporation in
operating the Animal Reception Centre”. The need for increases to be
reasonable is especially important here, since, unusually, the Byelaws machinery
which implements the new charges is not subject to any public notification
procedure or to confirmation by the appropriate Minister”.

17. There is the potential for competition at Heathrow for the Pet Travel Scheme
(PETS) as this part of our business is not a statutory function. At Heathrow
Airport, the City Corporation has negotiated Service Level Agreements with all
the airlines that are currently in PETS, but this does not mean that a private



organisation could not enter this ‘market’ by undercutting HARC fees. There is,
therefore, a need to keep charges competitive.

Conclusion

18. Changes to fees in previous years have resulted in the Animal Health Service
increasing its income, and the fees that are proposed for 2020/21 should offset
recent and future increases in costs, and maintain the service at an operating
surplus.

Appendices: Appendix 1, Summary of Charges 2020/21.
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