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ThisReport has been prepared by two independent consultants specialising in the field of moorings and
marinas, with combined knowledge of mooring development, management, pricing and valuation, knowlec

of the UK and London moorings market and national paleselopment.

This report is the culmination of an ¥@onth review. A Steering Group was established to advise on the
direction of the review, identify issues and provide a forum for debdtiee Steering Group agreed the terms
of reference and also jointly sought an independent legal opinlonomprisedhree representativedrom the
Port of London Authority and four representativessresidential river works licenseesdresidential bogers

(two of whomwithdrew before the last Steering Group meeting where the recommendations were discusse

Informal consultation was conducted at the outset of the review among licensees, residentboatsrs and
other interested parties. Attheer®d@ ¥ (G KS NBGASS>S (GKS O2yadzZ il yidaQ

formal public consultationthe results of which helped to inform this Recommendations Report

We are very gratefub the Steering Group membeendbroad range of licensees and hodseatersfor their
input throughout the course of this reviewAll of the issues have been thoroughly debated, although some

were understandablycontentious.

CKAA wSLERNI O2yidlAya GKS O2yadzZ Gl yiaQ NBKORENKSY R
for residential use, phasing of payments (where increases are significant) and a process for dispute resoly

It receivedunanimousendorsementfrom the Steering Groupt their last meeting

We now advise th@LAto consider this Repond make golicystatement about charging, phasing and

dispute resolution.

Further copies of this Report and related documents can be downloadedviom pla.co.ukhouseboats

While every effort has beanade to ensure the accuracy of information contained herein, the authors do not accept responsibility for any errors or
omissions or duty of care or liability to any party who uses or relies on the contents of this lepmntains recommendations wiii@re not the

adopted policy of the Port of London Authority.

Front cover photograph: Thistleworth Marine, Isleworth
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EXECUTIVE SUMMARY

CKA& A& | NBLRNI 2y (GKS t2NI 2F [2yR2y !l dzZiK2NAG@QaltidkdeblASa 7
recommendations for a charging method, a payment phasing plan and a dispute resolution process.

This Report has begrepared by two independent consultants specialising in the field of moorings and marinas. A Steering Group
comprising representatives of river works licensees, residential boaters and the PLA agreed the scope and terng&nodititie 1

long review, identifying issues and providing a forum for debate. The consultants also engaged with many of the ilicivideas

and resident boaters, along with interested parties such as navigation and port authorities, mooring operastesagents and
surveyors.Informal consultation was conducted at the outset of the reviel S O2y adz G yGiaQ t NRLR2A&lIf&a wS
formal public consultatiomt the end of the review.

To be able to moor a houseboat on the tidal Thamesnettiee PLA owns the riverb&dn addition to a PLA River Works Licence, the
licensee needs access from dry land, consents such as planning permission, and needs to install and maintain the river works.

The current River Works Licences and residential nings on the tidal Thames

There are 41 River Works Licences for residential use, accommodating c. 280 houseboats, clustered in 11 areas ondheesdal Th
The earliest licence dates back to 1972. There are very different arrangements for mooringf thtalfcensees have just one or

two boats on the river works, many of which are owsoecupied or the houseboat is rented out; only five licences are for large sites,
some of which are commercially operated, charging annual mooring fees. Some mooeipgs\éded on a long term sdlicence; a

few are occupied by large muténanted houseboats. Access from dry land varies significantly between licensees, along with the
cost. In some cases access is owned by the licensee, in others it is licensedtieasthe riparian lanebwner.

The Port of London Act 1968 in relation to charging for River Works Licences
The PLA grants licences for works placed in the River under the terms of s.66 of the Port of London Act 1968 (as aféoelecd.
is valuedn accordance with the terms of s.@7 the Act, which alsprovides for arbitration by the Royal Institution of Chartered
{ dzNBSe82NB AF GKS t[! YR ANy MRESSEDHNEZ/P®s outIhRERSs fd tfie corisiferar SS 6 ( |
as follows:
¢tKS O2yaARSNIGAZ2Y akKlff 6S (GKS 06Said O2yaARSNIGAZY AYy Y2y
reasonably be obtained having regard to all the circumstances of the case, including the value of any rights inpuader or
land of the Port Authority, deemed to be conferred by the licence, but excluding any element of monopoly value

FGGNARGdzi I 6t S (2 GKS SEGSYd 2F (GKS t2NI !dziK2NRAG&Qa 26y SN

The problem

¢CKS t[!Qa aSiday3a 22nentidukisshEbéndeerksonie licerSdeariebfiLA. UDuntil the early 199¢he level

of interest in, and value of living afloat was low, so the PLA adopted a policy of RPI adjustments. However the laekafl@pen
reviews whilst houseboat mooring s were risingluringthis periodled to the charges slipping behind what it believed to be

LR GSYyGAlt Wo SthéPLA sy bedaits dhkeivd sigyifiRaht sales and rental values of houseboats on moorings with
River Works Licences. The Phdved away from RPI addpya more commercial approach from 19@5ingchartered surveyors

and marketbased valuations.

Understandably, markebased reviews met with resistance from some licensees, although over half of the current licences were

granted afer 1995 and mostrefertoasubT NBY GAYS G2 GAYS INBSR 2N aasSaasSR Ay | (
{2YS tA0SyasSsSa [dSadAazy GKS t[! Q& I LIINRIOK:E 6SAy3a 02y OSNYySR
Licences, the usef rates settled at existing or new sites as comparables (which are known by the PLA but not the licensee) for other
reviews and insufficient rationale. Many are unfamiliar with commercial negotiations and resent arbitration which catlybantbs

perceved as unfair in terms of the limited resources and ability of an individual versus an organisation to represent itself.

All parties want a charging method which is more predictable and transpgreance this review.

! Where the PLA does not own the riverbed, it charges a Navigation Licence Fee in respectvafirkiser
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Indicators of value

The indicators ofalue across just 41 licensees and 280 houseboats are very diverse, from annual mooring feetetoncudp

licences and houseboat rentals. There was insufficient evidence of any one indicator to provide a reliable basis fogitige cha
method. Thessue is further complicated by the River Works Licence being just one element of the overall value created, albeit an
essential element.

How other UK navigation authorities charge for river works

Looking at the UK context for river works charges, the Government expects Port Trusts, of which the PLA is one, to operate
commercially, as set out in its guidandedernising Trust Ports, DfT 2008ome of the main UK navigation authorities charge for

MOSNI g2NJ a 62N SljdzA @l £t Sydo Fa | LISNOSydGlr3IsS 2F GKS 21E8NI 2 NAQ
adjacentlane2 6y SNk Y22 NAYy 3 2LISNI G2NJ FyR Gl 1Ay3 | O02dzyi 2F O2aiaszx KA

This has provided established industry practice armtoad range of reference points from 9% to 50% of gross mooring,value
although itis important to understand what exactly these rates take into account when considering their relévahceld KS t [ | Q&
situation.

Legal opinion

In response to questions from licensees during initial consultations and to provide a firm basis for the review, the Gteeipng

sought a legal opinion, jointly agreeing the brief and choice of barrister, Robin Purchass@pinidin waghat ¥. the underlying

objective of the provisions in section 67 is to ensure that the PLA is required to charge what is the best considdrataefioad

0l aAmeanibg@ dd 6Sald AY Y2y SOl NEB 2 NJa@yvYoSIND ASLS 200 (if F dASMSIRMADD WK | G O
The PLA can take account of the value derived from the licence and must consider all relevant circumstances of each case, but

cannot exploit its monopoly position. Thesessmenti¥ddd 2y S ISy SNI f f & foNtBeTro@ifyinkihg 3 G KS Y I NJ
LI NI AOdzt I NJ £ 20F0GA2Yy AYy 6KAOK Al Aa aAlddd 6SROPDPDQ

The legal opinion was that houseboat mooring fees are the prime comparators and the charge can be based on the reasonable

potential of the mooring (if the actual use does notreflec A i d LR GSY GAl f 0 hiKSNJ O2yaARSNI GAz2
Thames andsitd LISOAFAO Tl OG2NB P ¢tKS tA0Syassoa O2aida Ydzad oS GF 1Sy
outgoings such as maintenance and securimgl laccess. The opinion also confirmed that phasing could be appropriate if the scale

of any increase was significant.

Public consultation
Proposals were developed which broadly addressed the paimtsraised by all parties at the outset of the revie®f the 30
licences to which the formula would have appﬁadhe proposals resulted in a decrease for 9 and an increase for 21

The public consultation resulted in responses relatm@?9 licencegals representing 16 houseboats), fduseboatgwho were not
licensees or cticenseespnd 17 others The consultants also arranged 16 meetings withtal of 49 people (anghone calls witt2
others). This was a good levelm@sponseand there were a ange of views

- aminority supported the approach

- some people agreed with some of the principles, but not necessarily the amounts prgposed

- many disagreed with some of the basic principles adopted and also the amounts proposed
The points of disagreemeentred particularly on the valuation approach, proposed share of net value fd?ltie its monopoly
LRaAGA2YyZ O2YLI NRaz2y gAldK 2-dpeclicNacsrs, dforddbilityl hich chstiziver@ aldwable 8adth NI G S
preference for actal costs rather than a proxy rate), and the view ttia PLA is only required to charge best consideration that can
reasonably be obtained arbitration, allowingit to agree desser chargbeforearbitration.

Of the19 licencesepresented by the responset5 were estimated to have an increase.

Many other points made during the consultatited to modifications of the proposaénd greater clarity of the rationale.

Five licences were excluded from the analysis in the Proposals Report because it was understood they were in the mantsEtsrofa a new head licence. However
this has not taken effect and tHzences haveow been included.
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Principles for the recommendations
It has always been cle#irat there are strongheld beliefs about what should be the correct principles for charging for River Works
Licences. It is impossible to recommend an approach that everyone will support because not everybody likes or accepts the

principles. However, theonsultants have considered at length all the arguments put to them and in their independent, professional

view, the principles below set the parameters for the charge:

- The provisions of the Port of London Act 1968
- The independent legal opinion whictated thatWi KS dzy RSNX @ Ay3d 202S00GA @S 2F (KS

GKS t[! A& NBIldzZANBR (2 OKINBS ¢KI (meaninghdrSS (io Sl YE3HSHIA ANENI2

02 YY S ND Athat can@INB dz& @ v I 6 f @ ThéySan sakelatcduytt ffhe value derived from the licence and
must consider all relevant circumstances of each case, but cannot exploit their monopoly positicess&bement i ® ¢ ¢

one generally reflecting the market value for the mooring in thep@tdzf | NJ £ 2 OF GA2y Ay 6KAOK A

- Government guidance on how Trust Ports should set their chaMdeddrnising Trust Ports, 20p9

- By granting a RWL, the PLA enables a mooring to be created, and that mooring has a value (actual or pdiential). T
licensee benefits from the value created.

- Since it owns the river bed, the PLA is entitled to a share of the current market value as set out in the licence agreement.

- ¢KS t[! A& y2i +FtotS G2 asSi NBRIzOSR 2N WI F¥F2NRIofSQ OKI NB:

The aim is, and has beew, develop a clear, consistent, reasonable approach to charging, given the parameters to work within.

Recommendations
A total of 13 options were considered for the charging method, some of which had more merittiens. Therecommended
approach is dormulaas follows

30% of actual net or notional neainnualmooring revenue

Thisformula equates to 25.5% of gross actual or notional mooring revenue

Whilst this is a simple formula, it is based on several key factors:

The mooring revenue to use in tifiermula above will depend on the type of licensee:

1. Where competitively priced mooring fees are charged by a licenseadiual mooring revenue is used

2.  Where mooring fees are not charged, or charged but not competitively pribediotional mooring reveme is used
3. Large multtenanted houseboats derive value fraetting/room rental which is considered as the revenue

The deduction for costs is 15% in 1 and 2 above, and subject to individual assessmem fat®nal Londoswide
gross mooring fee is derived from a range of competitively priced residential mooring sites across London. This is

adjusted using location and sispecific factors for each site, plus boat widths.

The main elements of this formalare as follows:

Actual mooring revenue

Based on the legal opinion tife actual mooring fees are at their potential market valthey would be usedas the basis. they are
below reasonable potential value, the notional mooring fee would be appidthough this is a potentially subjective judgement,
the consultants found it relatively straightforward to establish with the mooring providérfkere service chargegere made, the
elements within the chargeariedbetween licenseesothe total combired fees andchargesareto be consideredasthe total
revenue,from which 186 would be deducted for cost80% of thimet revenueis the River Works Licence charge.

The notional annual gross mooring fee

A Londonwide residential mooring fee has been dexd from a basket of some 20 commercial mooring sites across London
(including canals, docks, the tidal and riigtal Thames) Any decapitalised residential mooring sales prices would be added in
future, where known. The Londemide mooring fee that habeen calculated for this review is £326 ex VAT per metre per year.
annual timetable has been recommended for the process.
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The Londorwide notionalgrossfee would be adjusted for each of the Ateason the Thames. A postcode property index provides
differentials between thee11areas (note that it does not apply property values to the mooring8he weightingslerivedrange

from 0.72 in Isleworth to 1.85 in Chelsea.further adjustment would benade for any sitespecific factors agreed between the
licensee andhe PLA.Some parameters have been set out in this regorprovide a degree of claritjput it is beyond the remit of

the reviewto devise aspecific¥ Y S yHir@eger the licensees wemncerned about the need to negotiate these ahéreforethe
PLAis considering this issue further

Applying thea A i(n&itnal grossmooring fee to the boats on site

The notionalgrossmooring fee would be multiplied by the total length of boats on site, taking account of widths. If the licensee

were not achieving the reasonable potential occupancy of the site, then the lettable metres would be used as th8drasis.
parametershavé SSy aSd 2dzi G2 LINBPBGARS OfI NRdGe 2y (GKS A&aadzsS 2F WLRGS

The proposed adjustment for boat widths is as follows:

- Boats 2.4 metres wide and undea deduction of 33% if the berth can only accommodate a narrow boat

- Boats above 2.4 metres and up tartetres wide- no adjustment (because the notional mooring fee has been calculated
from sites accommodating this range of boat widths)

- Boats above 5 metres widean increment of 10% for every half metre, on a sliding scale

Deduction for maintenance and fgair costs

The deduction for maintenance and repair costs would be Id%atual or notional gross mooring revenue). This rate is derived

FNRY lylfeara 2F O02aiad LINPOARSR Ay 02y 7FARSy Odtualcasts driseévicd 2 y & dzt (|
charges was considered inequitable and too problematic since it would require scrutiny of accounts and could well rispuitein d

over which items are admissible and the reasonableness of the costs.

¢ KS 30%sharg of the netvalue (actual or notional) aghe charge for the River Works Licence

There are three parties involved in the establishment of a residential mooring: the licensee who contributes their capital and
expertise; the PLA who grasthe use ofits riverbed by way of a River Works Licence and the ripariandavriter who grants the use
of their land for access to the mooring (in some cases they may also be the licensee, or theaBhAvartl controls aessential
element to enable the creation dfie mooring and is equally reliant on the others.

The approach of equal shares is based on case law (the 1961 Lands Tribunal case Stokes v Cambridge) and existing @greements f
new mooringsvhich specifya percentage share of the value. The agreemshtsv that the percentage agreed has increagedn
20% of gross mooring fees in th880s to 25%in the 1990s an®@3% ofvalue post 2000.

However, in consideringthepestn nn f A0Sy 08azx (KS RSOSt 21LISNNa NBOSsHikellito 2 T dzLIF NE
form an element in their considerations when agreeing terms with the PLA. Such facility may not always have been open to pre

existing licences. In recognition tifis issuehe recommenckd percentage appropriate to the PL#30% of the netmooring

revenue. This equates to 25.5% of gross mooring revaheee are reference points from earlier agreements which support this

approach.

Large multitenanted houseboats
These vesselerive valueifom letting/room rental which wuld be considred as the revenue. The cost deduction for large multi
tenanted houseboats would be subject to individual assessment, and the River Works Licence charge ®0%dftike net rental.

Individual licence eviews

Periodic reviews ahdividual licenceharges would no longer be necessé'rtyecauseinstead,the formula would be appliedach

year to cetermine the annual sum payabl®©nly occasional checks are advisable to review anyspigeific allowanes. The formula

is the only calculation each ye&PI or other adjustments are not relevant because the charge will track market values of residential
mooring fees in London (which could go up or down) and it will btougiate each year.

Whentheselocation weightings were applied to the Londwide notional fee, theresultswere within 4% and 18%f the actual fees charged by three main
commercially operated sites on the tidal Thames.

Unless stipulated in the licence, in which case the formula could only be applied on the review date.
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New licence agreements

For new agreements, the recommendgatmula would apply to the annual charget additional termsvould be freely negotiated
This ensures thaerms for new developments are open enough to enaiih the developer (prospective licensee) and the PLA
sufficient flexibility to agree terms agppropriate at the time to ensure that th@ooring scheme&an take place.

Dispute Resolution

A threestage dispute resolution process is proposed with (1) the licensee stating their case to the PLA ligpesitngentand, if

unresolved, referring the atter to (2) a Disput&esolutionPanel The PLA could also refer cases to the Panel. The Panel would

comprise the District Valuer (who would chair the Pauagld two other voluntary membensho possess the necessary skilgl are

fully independent othe parties and outcome of thecas¢. KS t I y St Q& NI Y A frelatidg tah@ ele@énis &ithiR SNJ R A a |
the formula or its applicationCases should normally take one day and the PLA would pay the cost of the District Valuer, unless
he/sheconsidBl 3R G KS Ol 88 OSELl (A2dzA® 2KAES GKS tIyStQa RSOAarazy OF
arbitration (stage3), it is hoped that arbitration would be less likely once the matter had been heard by the Panel.

Results of applyig the proposed formula
Of the 35 licences to which the formutauldbe applied, there would b&3 decreases and d@creases shown below:

No. of % increase/decrease Date of last review Amount of increase/decrease No. of
licences per boatat the sites houseboats
13 0%¢ 37% decrease Between 2005 and 2009  -£4 to-£1,562 23
9 2%-27% increase Between 2004 and 2009 £18 to£360* 106*
(and one in 1998)
6 39%- 63% increase Between 2000 and 2008 £392 to£1,098 30
3 134%- 184% increase 1995, 1996 or 1997l £843 t0£2,139 15
one not subject to RPI sinci
4 245%- 378% increase between 1994 and 2000 £1,475 tof£2,444 4

*OnelicenceOl yy2i 6S Iyl feaSR WLISNI 62F0Q 0680FdAaS GKS oF&aArAd F2N) GKS
There are six licences where it was not possible or appropriate ty dipplproposed charging formul&itespecific factordiave not

been applied; wherapplicablethis mayreducethe effect for some sitesSuch could be up tH0%. Neither has phasing been
applied, therefore this is the total effect of the potential changes without any phased payments.

The resulting change in revenue for the Port of London Authasitge the full changes had taken effesguld be a increase of
18.6% 01£68,374 from £367,828 to £436,202cross the 41 licence§ o put this ilcrease intacontext, the charges for ten licences
were last assessed between ten and seventeen years@go half of the total increase is attributable to these ten licesic

There are also both some increases and decreases for several licences which have been reviewed more recently, which possibly
demonstrates some variations arising from previous valuatigksove all, the formula will bringmore equitable approach tall
licences where it can be applied.

Implementation and fasing

If adopted.it is recommended thathe chargingmethod should take effecfrom 1% January 2012even if the PLA makes a decision
and policy statement shortly after that dateHowevetthe date the chargewould take effect for each licenagould depend orits
review date and the level of increase or decrease. The PLA would therefore need to consider all aspects of each daskasThe P
confirmed that the earliesit will backdate oerdue assessments to i§ January 2009, which is a reasonable concession given that
some reviews were duearlier than that Some parameters have beerommendedwvhich are considered equitde among the
different licence. They are designed to bringetconsiderations into line withstimatedcurrent market value, as derived from the
charging methodology, and in a reasonable way.

Review of the charging methodology

If the recommendationsvere to be adopted, a basic reviewtbkir effectiveness is reammended twoor threeyears after
implementation to ensure that the methodology and each element of the formula remain appropéateitable time for a
subsequenteviewshould then be agreed, for examdetween five and ten yeaister.
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Merits
- ltis aclear, simple formula, with simple adjustments to take account of local circumstances. It is an equitable approach t
all 35 licences (out of the 41 where it can be applidtialso provides a method for 3 of the remaining 6 licences which are
large multitenanted houseboats; the other 3 licences either have specific terms relating to the charge, or the current
assessment does not isolate the residential element from the mixed use.

- Actual mooring revenue is clear, unequivocal and easily validatedional mooring revenue is estimated reasonably by
usinga large basket aharketbased mooring fees, is easy to monitor, tracks market movements (down or up) and is likely
to be a stable method that the PLA does not influence. It requires a simplehreview of published residential mooring
fees across London, and the London Property Watch values, which is also meeffectste for the PLA to administer.

- The annual sum payable is always current. Periodividualreviews are no longer neceay (for most)

- It provides certainty and prevents any party taking an unreasonably higher share of value than the others. The River Works
Licence fees to remain the same proportion of the mooring value into the future.

- Itis comparable with establisheddustry practice among other navigation and port authorities

- ltreduces scope for subjective judgements which can lead to displitpsovides a less formal and less costly first stage in
dispute resolution which should reduce the further need for aetion.

Demerits
- Anotional mooring fee with location adjustments is not a perfect model for estimatiagonablemarket value but there
are too fewcomparables on the tidal Thame$he locatioradjustments rely on London Property Watevhich offered
good sized samples. Potentiatlynay cease to operatbut alternativesitescould probablytake its place.

- ltis a subjective approach to decide which sites are competitively priced and included in the basket for the notional
mooring fee each year. However reasonable justification needs to be provided for excluding sites, if challenged.

- ltisalsosubjectiveto decide whethet y* 2 LISrhitks ér2 Mapképriced or to apply the notional fee. However the
consultants found it relatively straightforward to establish with the mooring providex$the licensee couldhallengethe
decisionat the Dispute Resolign Panel.

- One cost deduction rate for all is a very general apprdadtthe alternative of using actual costs would require scrutiny of
accounts each year and could well result in dispute over which items are admissible and the reasonableness af the cost

- ¢KS FLIWNEIFOK O2dz R yspdtificXagtéd anrFafowancesty éhgurz@n opeh andl sotisttent
application. The PLiA considering this issue further

- The approach for large multénanted boats relies on the licensee providing trecessary informatiorbut alternatively
the PLAcoulduse reasonable estimates and market evidence. It is potentially a subjective judgement on what constitutes
a large multitenanted houseboat, but the recommended definition is based on current infaonat

Conclusion

This has been a long and comprehensive review where all partieginavieled their views andebated some complex issues.
Through this process, thkeyprincipleshave beerestablishedvhichprovidethe parameters for the recommended charging method
in what isarelativelysmallbut diversemarket. Given these circumstancefidrecommendations areonsidered to be the most
suitable and reasonable approachhéelscope for subjectivity and disputenich reduced andhe formulashould bringa more
predictable,consistent equitable, transparenand stableapproach to chargingto the future.

If applied, the approach would result in an estimated decrease or small incireabargefor half of the35 licencesmost of which
have been reviewed more recently. Of the remaining licences, the larger increases tend to be for licences which have not bee
reviewed for over 10 years.

We now advise the PLA to consider this Report and make a policy statenwritctarging, phasing and dispute resolution.
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Part 1 BACKGROUND

Introduction

CKA&d Aa | NBOGASE 2F GKS t2NI 2F [2YyR2y ! dziK2NAG& QaTh@&KdreNESa T
41 current PLA River Works Licences for residential use, accommodating ¢.280 houseboats; the earliest licence dates back to 1972

¢KS t[! INryilia tA0SyO0Sa F2NJ Wg2Njl aQ LI OSR Ay G(G(KS wA@GSNI dzy RS|
(as amendd). A licence is valued in accordance with the terms of Sectiai 6 Act, which alsprovides a dispute resolution

procedure (arbitration by th&®oyal Institution of Chartered Surveyqr§}he PLA and licensee fail to reach agreement on the

considention (fee) for a River Works Licence.

To be able to moor a houseboat on the tidal Thamesgdidition to a PLARiver Works Licence, the licensee needs to arrange access
from dry land, secure the necessary consents such as planning permission, and thkkamasmaintain the river works.

The basis for the fee paid to the PLA by the licensee for their river works is set atieir1 968 Port of London Act.

Section 66 states:

(1) (a) The Port Authority may for a consideration to be agreed or assessed in accordance with
section 67 ... of this Act and on such terms as they think fit, including conditions as to variation and
revocation of the licence and reassessment of the considerationtime to time, grant to a person a
licence to carry out construct place alter renew maintain or retain works notwithstanding that the works
interfere with the public right of navigation or any other public right.

(b) A works licence granteshder paagraph (a) of this sulsection to carry out construct place alter renew
maintain or retain works in under or over land belonging to the Port Authority shall be deemed to confer
on the holder of the licence such rights in, under or over land as are ngcessaable the holder of the
licence to enjoy the benefit of the licence.

Section 67 states:

(1) The consideration for a works licence shall be such ... as may be agreed between the Port Authority and the
applicant or as shall, failing agreement, besassed in accordance with ssgrtion (2) of this section by an
arbitrator appointed on the application by either party after notice to the other by the President of the Royal
Institution of Chartered Surveyors.

(2) The consideration shall be the bestdoh RSN} A2y Ay Y2ySe 2N Y2y SeQa 43
arbitrator can reasonably be obtained having regard to all the circumstances of the case, including the value
any rights in, under or over land of the Port Authority, deemed to be codfieyrénhe licence, but excluding
Fye StSYSyid 2F YvY2y2Lkfteée @FfdzS FdGNRGdzilofS (2 (K
land.

(3) The assessment of the consideration ... for a works licence should not be referred to an arbitratoniander t

section until the other terms of the licence or, in the case of variation, the other terms that are proposed to be
varied have been determined.
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Purpose of this review

The purpose of this review, as originally agreed by the Steering Group, @aSto YA Y S | YR NBLEZ NI 2y G(KS t ]!
methodology, and to propose options for setting River Works Licence fees in the future which provide a greater degree of
transparency and predictability for the PLA and licensees, taking account oth& e terms of reference stated that the main

outputs of this review should be:

a) A methodlogy for setting the fees forifRer WorksLicences (including a mechanism for periodic reviews of the
fees), that commands a reasonable degree of support from thesbboat community.

b) If the application of the methodology is likely to result in significant changes in the fees paid, a proposal on how
changes could be phased in.

¢) A method for resolving disputes that enables issues to be addressed within a reasomebieatne at the behest of
either party and less formally, and therefore as inexpensively as possible, than resort to arbitration (arbitration being
the final resort available to either party as provided by the PLA Act)

How the review was conducted

A Steering Group was set up to provide information and different perspectives, to be a forum for debate, to identify isadeseo
on the direction of the review and to assist in identifying and overcoming problem areas.

Members included three represeatives ofRiver Works Licencé®rganisation of PLA Customérsjne representative of residential

021 GSNBR owSaARSyGALFt . 2F0 hgySNARQ !'4a20AFGA2Yy0 | YR GRNBS NBLJ
senior valuer from the Valuath Office Agency (who also chaired the group), and Madge Bailey Associates. The group agreed the

scope and terms of reference of the review, along with a comprehensive list of issues to be considered. For full details of t

members, minutes of meetingsgport of the public consultation and other relevant documents refewtew.pla.co.uk/houseboats

Throughout the process, the consultants engaged with a range of interested paitidvidual licensees angsident boaters,
estate agents, surveyors, navigation and port authorities and others. This provided valuable input and ensured a thei@ugh re

The key stages of the review:

- FylrLteara 2F GKS t[! Q&d wADBSNI 2 2NJjdalTham&Sy O0Sa yR (GKS K2dzaS

research into the UK context for river works licensing (or equivalent) and the practice of other port/navigation

authorities;

- extensive initial consultation and site visits with 63 people to establish the perspectives of the licensees, resident
boaters and PLA;

- aformal legal opinion, jointly sought and funded by the Steering Group members on the interpretation of the Act in
relation to charging for River Works Licences. This provided a firm basis on which to proceed;

- development of proposalehich were discussed and assessed by the Steering Group;

- aformal public consultation for 10 weeks which resulte@3mesponssand included small focus meetings with a total
of 51 people;

- GKS {GSSNAYy3I DNRdAzZLIQa NBJA Somnerations;S O2yadzZ G yiaQ FAYRAyIaA

- the final conclusions and recommendations of the consultants, contained in this Report.

The PLA should now consider this Report andke a statement about charging, phasing and dispute resolution.

5 . . . . .
Two of the OPLAC members withdrew before the last Steering Group meeting where the recommendations were discussed.
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Why was a review needed?

¢ KS t [ !g@fchaiyésihat befome a contentious issue.

History of the problem

CKA& KAaG2NE 2F GKS t[! Qa OKFNBAY3A LINI OGAOS T2NJ whi Ofaeddhe 2 N & |

same period, explains how this situation has arisen.

In the early years (197@searly 1990s) the PLA did not take a particularly commercial approach to its River Works Licences because
there was limited interest in living afloat (and hence the value of a licence was relatively low). The department miaegieg

gLa& FRYAYAAUGNY GAGBS NI GKSNI GKFYy O2YYSNOAFE FyR GKS t [theQa NB a2
time. There were standard rates based on linear feet; for example, a charge of £275 for a vessel up to 70ft in 1987.

Most licences provided for a reassessment of the charge, but because many River Works Licence fees were for relatively small
amounts, the PLA adopted a policy of applying indexation on an annual basis, originally Retail Price Index (RPI).

Gradually, dmand for houseboats and moorings increased in the 1980s and 1990s as the UK recovered from recession and house
prices rose, up to the present day, where living afloat has a considerably higher value attached to it compared to th&H&0s.

are now peofe from all walks of life living on the river. Some came many years ago when it was considered very affordable and
made decisions based on the charges at the time. Demand for some sites is still because it remains a relatively aféyrtablew

in the area compared to buying lafzhsed property. Othgpeoplehave more recently sought a lifestyle afloat, sometimes paying a
significant sum for a mooring, or a houseboat with mooring.

¢CKS t[! Qa 02y @SydGAz2y 27F I LlLXpériddoatimeviedlio the ¢hares sligpBgberind BitdielievedO 2 v & A R
G2 0SS LRISYyGALt WoSald O2yaARSNIGAZ2Y QO LY mMdodbdp GKS dks! Sy 3l 3.
Licence reviewslt moved away from RPI and applied valoatprinciples using what considered to be market comparables for
reassessmentlta 2 YSGAYSa dzaSR aft A3kKidteée RAFFSNBy:d | LIINRIFOKSa FT2NJ RATT
specific circumstances (as required in the Act), gpacific terms of the licence, and differences between siteapplied whatit

believed were the most suitable methods such as footprint, linear metre of boats, mooring frontage etc.

Two views of the problem

CNRBY (KS t[!lithdsl LIROA RISOEAGRENAS WoSald ORopsevdndotingidefayidyallies &S0 2«
when moorings/houseboats on moorings were advertised for sale, an element of which was the River Works Ltibaseelopted

a more commercial approach fecent years, using chartered surveyors and matieted valuations, using whitbelievesto be

suitable comparables.

CNRY (K& tA0Syassaq LISNIbassodaviavd et witeyeSistahc, partiguiatlydronitiose WhoNieBeli

upoy G KS t [ ! Q& fofsdmev28 yeard JINdwevérit €nuld be noted that just over half of the current licences have been
granted since 1995, when markbased reviews were implemented, and that most licences referto ad@mMNE2 Y GAYSd G2 G A Y
2N FaaSaasSR Ay | 002 NRI vwhizhreférdtd hest oRsBleratign that tad feasendity e oatared. Q

{2YS tA08SyassSa |jdSailiArzy (KS t[!Qa AyGSNIINBGFGAZ2Y 2F (KS 1 0io
appeaed inconsistent and insufficiently explained. They also resent the use of rates settled for existing and newdi&ences

comparables for others within what is a relatively small market (37 licences, 12 locations and 280 houseboats). They are als
concerSR | 62dzii GKS t[! Q& Y2y2LRte LRaAGA2y |a a2t$8 adzZli ASNI 27F

Many are unfamiliar with commercial negotiations. In the event of disagreement, licensees resent the route of arbifrhitocan

be costly and perceived as unfair partialjafor individuals who have less resources and ability to represent themselves versus an
organisation. This issue is acknowledged by the PLA, and although arbitration is a provision of the Act, the PLA welddalso w
an interim stage for dispute readion.
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The current situation

The PLA and their agents have continued to conduct reassessments on the basis outlined above as reviews have become due; some
remain in dispute or are on hold, pending this review.

Considerations have sometimes taken yearsdtile. In some cases, where the settlement is a significant increase, it has been
phased in over up to five years. Both sides are aware that arbitration is not welcome and in some cases the costs acesthe pr
itself can seem excessive in relationthe value being disputed.

All parties want a charging method which is more predictable and transpgreance this review.

Chelsea Yacht and Boat Company
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Part 2 THE CURRENT SITUATION: RIVER WORKS LICENCES,
MOORING ARRANGEMENTS AND VALUES

Number of licences, houseboats and locations

There are 41 River Works Licences for residential use. They accommodate a total of around 280 houseboats of different sizes f
narrowboats to large purposbuilt two-storey structures. Over half of tHeensees have just one or two houseboats on the works;
only 5 licences are for large sites with between 19 and 59 houseboats

Number of boats at the river works / moorings

30
25 A
20
15
10

® number of licences

102 3t07 8to14 19 25 28 40 59 umberof
boats

The river works/mooring sites are at 11 different locations on the tidal Thames, with clusters of different licensees nesdted
each other at several locations, shown below.

Areas No. of licences No. of boatsg estimated
Twickenharand Eel Pie Island 2 43
Richmond 8 18
Isleworth 2 32
Brentford to Kew Bridge 6 16
Chiswick 1 8
Chiswick Mall to Hammersmith 8 36
Wandsworth 2 23
Battersea 8 17
Chelsea 1 59
Nine Elms 2 3
Wapping 1 19

The earliest cuent licence is dated 1972; twihirds of the licences date back 10 years or longer. Just over half have been granted
since 1995 (when the PLA engaged agents to conduct mbdssd reviews).Reviews of the consideration for two thirds of the
licences are unsettled (over half of thelsecame due for review in 2010 and are on hold, pending this review). The last settlement
for a third of licences was between 7 and 17 years ago, which have since been subject to RPI increases (apart from one).

In summary, there is a relatively smallmber of licences to consider, and many of the sites are small. Some of the current charges
are likely to be outdated, whatever the method for charging, since they have not been reviewed for somettisre¢han by RPI

®The boat numbers at eachsiteader 8 SR 2y NBOSYy(d AyTF2NNIGA2Yy FTNRY 32YS fA0Syassa 2NJ (Kélsot [ ! Q&
have leisure and visitor moorings but these are not included in the tqtatdy houseboats are shown.
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Types of mooring

Among the 41 licences, there are very different arrangements for the occupation of the river works/residential mobliatfgs. the
licensees are either individual owneccupiers (living on their boat at a single mooring) or people who rent out ongmbbats, or
an empty berth. There are only a few larger, commercially operated sites, which charge an annual mooring fede Some
licensees generate annual revenue from the river works (through mooring fees, boat or room rental) others reegitalsum
when they come to sell their houseboat on the mooring, or a vacant mooring, or a lodizenbe.

¢KS F2ff26Ay3 RAFINFY FGdSYLIWGE (G2 wOIFrGS3I2NRasSQ (KSasS I NNIy3aS
where there has beeno contact with the licensee.

Owner occupier

The licensee lives on their boat at the mooring 12 licences, 14 boats
Two licensees have two boats, one occupied by them, the other by family

Boat(s) are rented out either .

one (tvao or three bois 7 licences, 10 boats
Rents their boat on the ’
mooring

Large, sultlivided vessel for .

9 . . 3 licences, 4 boats
commercial multtenancy
J

Occupies one + rents one/two boats or berths i )
Lives in one, rents out thedjacent boat(s) or berth(s) 2 licences, 5 boats
[ Single berth ] 2 licences, 2 boats

J .

Rents the mooring 4 A
Charges annual
Rents the empty berth(s) to mooring fee; some also 8 licences, 154 boats
people who bring their Multiple berths makea service charge
own boat. Includes (3 to 59 berths) \o J
commercial operators. 4 N

Sublicence issued to
residents; some also
charge a service charge

- J

2 licences, 22 boats

Resident boaters each have a share in¢chepany which
holds the licence. Individual shareholders may be owner
occupiers or rent their boat out or rent their berth.

4 licences, 64 boats

[Shareholding/Cooperative

At the time of writing, the use of one licengasunknown.

Port of London Authority River Works Licences for Residentiat Besiew of the Chargingethod ~ Versiont 23 December 2011 Patyé



Land access

In order to use the riveworks, the licensee must have access from dry land. Access agreements vary significantly between licensees.
In some cases access may be through a boatyard, or a reasonably sized private garden that is included with the mobersgitin ot
may simply ben access point along the Thames Path to which a gate and gangway are fixed. Typically land access is either:

- owned¢ the licensee owns the adjacent land, in some cases purchased many years ago;

- leased/licensed; the licensor may be a property company, church estate or local authority, for example.
The charge for access varies significantly from a nominal sum to several thousand peuadsumper boat. The
length of term, and hence security of tenure, alsries from a few years in some cases to a longer term in others.

Rver Works Licencedrms

The4llicences span some 39 years, with the earliest dating back to 1972. The PLA generally used standard templates for the

licences in the earlier years, wittz2LJR § SR SRAGA2ya a4 GAYS -aBO0AZYOQlI i BNFAZAKYRE Y ¥
specific terms have been agreed as part of negotiations for the river works. A very simple overview of some of thegpieal i

terms are below.

Consideratim Many referto an annual suUW¥F N2 Y GAYS G2 GAYS I 3aNBSR
t[! I OG0 M refer i @ perc€nthge of mooring revenue. Some have an
additional reference to annual increases between reviews in line with RPI avdrage
increase in the PLA charges for goods dues, whichever is the lower. Licences also re
the arbitrator under section 67 of the Act if there is failure to agree the sum or the licer
objects.

Reviews In some licences the details of review® awot specific but are effectively covered by the
term quoted above; somesta®W¢ KS t [ ! aKlFIftf FTNRY (GAYS
2T GKS lY2dzyd AG O2yaAiRSNAE NBLING $B6meid a
licences specify a pactilar review cycle; for others the PLA have adopted the practice «

five-yearly review cycle.

Term alyeg fAO0SYySFRSIRME I YRLIBPzy AYRSTFAYAGSt ez
often requested by the licensee in order to secure investmentfog.

Use The river works are described in the licence schedule¥Xj2 2 NA Yy 343 LR Y
Jry3aglea G2 F 002 YY2Rfie®e iNden alfo3ndde folmborirg Al.
houseboate.gWii 62 Y22 NAY 3 LIAf S or, ih soRendNdced, Ry gpéci
just the houseboat in the schedule. Other later licences may specify the use in a spec
term of the licence. The use for residential mooring may also be referenced on the lice
heading and/or application form.

Alienation Licences state that they are personal to the licensee/not assignable. Many also state t
PLA will not unreasonably refuse to grant a new licence on substantially the same terr

Revocation Typically there are standard clauses relating to a breadhdicensee, plu’ A ¥ i K &
require revocation of the licence for navigational or river regime reasons connected wi
GKSANI adl ddzi2N® RdziASaoQ
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Values of houseboat moorings

CKS W@l tdzSQ 2F (GKS IoAfAde (ereaté@fdiadombigdtidsioaxtdrs: i 2y GKS GARIFE
1. G6KS t[!'Qa aANIYyld 2F (GKS wA@SNI 22N} a [AOSyOST
2. the licensee securing planning permission and any other necessary consents;

3. the licensee securing land access (owned or leased/liceq#ee terms of tenure and any fegill affect the overall
value, along with the size and use of the land);

4. the licensee installing the river works plus any other necessary infrastructure on the river wall or on land, plus ongoing
maintenance. The level and quality of infrastructure and/®es may affect the overall value to some extent;

5. the location (e.g. desirability, outlook, proximity to transport and services, river conditions, nuisance factors, etc.)

The licensee or their tenant/sulicensee then moors a houseboat at the mooring,ahhéan be a significant capital cost, depending
on the size and type of houseboat.

Indicators of value

There are many different indicators of the value which is created. In some cases the moorRiyemd/orks Licence are just one
elementwhichneed2 ©6S A&2fFGSR FNRBY (KS WLI O113SQ Ay 2NRSN) (2 ARSYGA-

- an annual mooring fee charged to slitensees who bring their own boat;

- alongerterm sublicence sold for a capital sum at the outset to digensees who bring their own boat.
Subsequatly the sublicence is usually sold with the houseboat;

- the sale price of a vacant mooring;
- the sale price of a houseboat on its mooring;
- houseboat rentaf the houseboat is either rented in its entirety or it is a migti with multiple rooms/units ét
within the boat. The quality, size and location of the boat will affect rental value.
Some examples of moorings and houseboats advertised in the last year (actual sale/rental prices may'differ)

- £329 per metre p.a. mooring fee (includes service charg&yickenham

- £310-£375 per foot for a 5 year agreement plus annual mooring fee of £102 per foot plus annual service charge of
£53.70 per foot in Chelsea

- £800 advertised monthly rent for a vacant serviced mooring near Teddington
- £275,000 advertised safmice for an 80 foot vacant mooring in Battersea
- £450,000 advertised sale price for a 110 foot barge in Brentford on its mooring

- £1,250 advertised monthly rent for a narrowboat on a mooring near Kew

Evidence of value

In some casethe indicatoriscleaS @3¢ | f A08SyasSSQa LldzotAaKSR Y22NAy3a FS8S3 | fiK2
other cases, the advertised sale or rental price may be known, but the agreed price is not, nor any subsequent rent reviews.
Advertised sales/rentals occurrirag any one site may be infrequent, for example only every few years or longer.

Conclusions on value

The indicators of value across j4it licenes and 280 houseboats are very diverse. There is not always sufficient evidence |
any one indicator to praide a reliable basis for the charging method. The issue is further complicated by the River Works
Licence being just one element of the overall value created, albeit an essential eldreitheedsto be isolated from the

WL 01 F3SqQa

" Details were adertised on Riverhomes, The Houseboat Centre, provided to the consultants or published by the mooring operators frond tate&s2ptember 2011.
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Part 3 THECONTEXT FOR CHARGING FOR RIVER WORKS

How other UK port and navigation authorities charge for licenswoignvorks

The Government expects Port Trusts, of which the PLA is one, to operate commercially. Its guidance ddodewerising Trust

Portd states that they should b ddd2 LISNI SR STFTAOASYGt& yR STFSOGAGSteas yR
FyR (2 .48 dommRaiziland®ompetitive rates, neither exploiting its status as a trust port to undercut the market, n
FodzaAy3a | R2YAYIlIyd LRaArAdrazy Ay (GKFIG YIN]LSGoQ

Like the Port of London Authority, many other navigation authorities and port trusts have either a statutory duty andfomgere
directive to charge commercial rates for licensing. A sample was reseltelidentify any relevant practice for consideration as a
model. The sample included The Crown Estate, British Waterways, the Environment Agency (Thames and Medway), Dart Harbour
Authority, Crouch Harbour, Shoreham Harbour, Portsmouth Harbour, Falmaeubott and Medway Ports Authorities.

The two largest licensors in the UK, The Crown Estate and British Waterways (BW), are required to adopt a commercial approach

and they use market valuation principles.

British Waterways
British Waterways charge@®of gross maximum potential mooring incomemarinas whichconnect to their waterways This rate

was set after dialogue with the British Marine Federation and takes into account, among other things:

- LG Aa ol asRcapayity ioKoScupdrcyddd yherélate the operator is charged for vacant berths.

- ¢KS o02F0G&a R2 V 2-fed 2héyOdady the ripaflan la@ilg WISNRa o06SR 2F GKS YINARYIF @
.2 OKIFNBHSa pr: 2T (KS INRPR®AR {270 hiboringFd@sbferisdo ceisideNandsimerd vih8se T2 NJ W
Y22NBR 062+ 0 FyR I ye -bédR Mihdseidstadrdgstle . 2 Qa OF y I f

Usually the mooring works, associated costs and risks are negligible.

There are only two parties involved. The 50% charge represents an equal split of walaerbthe landowner and BW; it

has been tested in a County Court.

. 2038 OdzNNE yniultiplelJodNstds2OK  {iRSA NI OF yI fa 06KAOK Yl & KI @GS Y2NB Wg2N])
commercial negotiation which may use the 50% of looalgath mooring fee as a starting point and then make some reduction to
take other factors such as cost into account.

The Crown Estate
The Crown Estate charges between 8% and 15% of gross mooring revemseif@s these rates have been established over the

years through negotiation with operators and what the market can bear.

The Crown Estate has negotiated licencesrioorings(as distinct from marinas) on an individual basis over the years; reviews
considerF OG2NB &dzOK a YINJSG O2YLI NI ot Sa -ByyaRe ndgitiGtiorRid W MNIheiLANIRA Y NJ

licensees wish to move away from.

8 Modernising Trust Ports (MTRnd edition, DfT 2002.2.1

° Crown Estate Act 1961 S.1(®) for the best consideration ... which in their opinion can reasonably be obtained, having regard to all the circuniStaeacese but
SEOtdzRAY3I lye StSYSyi 2F YvYzyzlLlRte @FtdsS GdNAodzitofS (2 (KS SEGSyd 2F GKS / NB¢
British Waterways Financial Memorandum N2 Y 59 ¢ w W.dBYVSshouldimarimise das far @s pssible, revenue from its activities by charging the market rate

for its service®  1B6Y Rransport Ac8.43fower to demand ... such charges foSth NJ 8 SNIDA OSa FyR FL OAfAGASaddd adzoeSOl G2 3
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Medway Ports

Medway Ports generally charge commeramrinason the basis of the area of bed andlsmicupied by the works and apply a price

per square metre although in one instance they charge a base rent plus 12.5% of gross turnover.

Environment Agency
¢tKS 9YGBANRYYSyY tlreferatéav@ap@a T4 i ING dzy R NB | far Avgriwerkts Sits Charged dnfh8 Niblali A 2y © ®
Thames are currently based on the actual works (piles and pontoons) irrespective of the value of the mooring createceford ther

could not be considered as a model for the PLA (refer tddbal opinion further a in Part 3page2). C dzNXi K S NJY 2 NB
costs are an important consideration which standard tariffs do not take into account. The EA does not charge for riven tharks

River Medway, despite having the necessary powers.

Smaller port and harbur authorities
The smaller port and harbour authorities researched generally had no specified rationale for their charges (although dome use

market comparables for the highgriced moorings on their waters).

GKS A

Therefore this group and the Environment Ag&& LINB BARSR y2 O2YLI NI ot S 2NJ NBf S@IFyid LIN]
River Works Licences.

Monopoly supplier issues
As with the Port of London Act 1968, the statute for The Crown Estate and also the government guidance for TnefePurthe

need to take account of anyonopoly issues and dominant positionBritish Waterways has implemented a Fair Trading Policy

which also relates to its conduct as a mooring operator in a market where it is also a licensor for other mooritheygrovi

The authorities in the sample that licensed works for residential moorings included British Waterways, The Crown Estatg, Medw

Ports and, to a much lesser extent, the Environment Agency. The houseboats on the Credate pne Crouch Harbour Aand

therefore have an exemption.

iKS

Conclusions from the practice of other authorities
There is established industry practice of:

recognising the value as being the mooring fee and charging for works as a percentage of
mooring rates (or area on thidedway) which is clearly identifiable;

recognising that the authority owning the port/canal/estuary bed can charge for its occupation;
recognising a split of value between the authority and adjacent-ander/mooring operator;

taking the landowner/moorA y 3 2 LISNI 62 NR&a O2aia Ayidz | 002d
the need to take account of any monopoly issues and dominant position.

Conclusions on the rates charged
There is a broad range of reference points from 9% to 50% of gross mooring value.

It is important to understand whaexactly these rates take into account when considering their relevance.
The marina rates are for commercially operated marinas. Such sites require considerable investment e.g.

excavation, road access, parking and buildings to make a marina viahigrihenostly for leisure use. Therefor
they have a different profile of use, cost and risk.

In summary
This provides some key principles and reference points from established industry practice for consideration
the PLA charges. However there israad range of charges and it is important to consider their relevance to

t[! Qad AAddza GA2y®

% Thames Conservancy Act 1932 S@GPd®  F 2 NJ |
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Dispute resolution forother UK port and navigation authorities

Dispute resolution for licensees of The Crown Estate is either the Valuation Office Agency or the Royal InstitutionrefiCharte
Surveyors (RICS). For British Waterways it is RICS or the Institute of Chartered Accountants for turnover rents. TéevBW Wat
Ombudsman can consider maladministration i.e. relating to implementation of policy and process, but cannot settle commercial
matters; trade issues (which include mooring operators) are also flaggBWM®a A Y dirS tdding Committe@omprising
managers, executive and neexecutive directors)

Complaints concerning Trust Ports can be referred to the Department for Transportbétit & y 2 f 20dza Ay NBIdzL | i
decisions or activities... Its interest is in ensuring that the board daes b {1 § RSOA&aA2ya Ay |y  NDAGNI N

The appropriate method for resolving disputes depends on the particular organisdimistandardised approach was found for any
of the waterwaysauthoritiesreviewed. For the PLA, the method &s set out in th@ort of London Act 196867, and is by way of
arbitration. Arbitration is accepted by all parties as expensive. It is common ground that a more cost effective and apyaayzeh

to settlingRiver Works Licendee disagreement needs be found although it is also acknowledged that any such approach cannot

override the right to submit a dispute to arbitration.

CdzNIIKSNJ RA&AOdzaaA2y 2y RA&LIzIS NBazfdziazy TFT2NJ G4KS t[! Qa wAiA@SNI

OO
- -

-

S e e s

Dove PierChiswick/Hammersmith (courtesy of the owners)

1 Modernising Trust Ports (MTF2nd edition, DfT 2009
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Independent egalopinion from Robin Purchas QC

During discussions with the licensesshe outset of thisreviek 02y OSNY & ¢6SNB NI AaSR | oPodzifi (G KS

London Act 1968 its approach to charging. In response, and to provide a firm basis for this review, the Steering Group sought an
independent legal opinion from a QC specialising in this field of law. The group jointly developed a brief and agrezideled ch
barriger.

Contributions towards his costs were made by OPLAGRE®A in addition to the PLAhe PLA also paid for OPICY R w. h ! Q&
choice of legal representative whilste group developed the brief.

All members of thet8eringGroup agreed to accept #hopinion for the purposes of this review, except two of @BBLAC
representativesvho agreed to accept it up until the start of the public consultation.

The full brief to the barrister and his legal opinion can be founghaiv.pla.co.uk/houseboatsSome points were concerned with
AadadzSa adzOK |a GKS RSTFAYAGAZ2Y 2F WNROSNI 62NJ] aQsx GKSyt[! Qa
(provided by the consultants, not the barrister) of theints specifically relevant to charging for river works licences is below,

although is not intended as a substitute for the legal opinion itself.

1. The River Works Licence authorises the licenseéest@ll and maintain river worksand there is an impliedght to use the
works and enjoy the benefit.e. as a mooring.

2. The terms of the licence, including its period, renewal or any review of the consideration, must first be determined, then
the consideration should be agreed. Failing agreement, it isnexfép an arbitrator and the provisions of the Aequire
the consideration to be
- KS 06840 O2yaARSNIGAZ2Y Ay Y22ySé 2Nl Y2ySeQa 62NIK
- which can reasonably be obtained, having regard to

- all the circumstances of the case, including

- the value of any rights jrunder or over PLA land deemed to be conferred by the licence but

t

- SEOfdzRRAY3A lyé StSYSyid 2F vY2y2LRfé Ol fdzS | GGNARoGdzil 0f S

comparable land.

t

l.j

3. InsummanWi KS dzy RSNI &éAy3d 262S00AGS e thiakite PILANRaguUirédtoxlyaege vihgt 8 SO G A

Ad (KS 068a0 O2yaArRSNINGA Y Fegtdhymbretrs or 0B Mercialvae 6 i EWEBOBOY | 6 f &
2 0 i I A Th& LA can takecount of the benefits and the value derived from the lioemnd must take account of all

relevant circumstances of each case, but cannot exploit its monopoly position as sole supplier of River Works Licences.

4. ¢ KS Liecasbnabfy bedobtaine® A& | ljdzt f ATAOLGAZY

0.

T 0S4 (ereGardyfavialisS NI G A 2 Y

2
NBFazylFrotsS Ay Ftt GKS OANDdzvaidlydSa ARSYGAFASRO tKS O2vya
0SG6SSYy NRGSNI O2yasSNBIFG2N FyR £ A0Sy OS I LILX A Ol ginderying dzf R NB

obligation to charge the best in monetary or commercial value.

5. The charge mustxclude anypremium arising from themonopoly ownershipof the PLAC it is in a position through its
ownership where potentially the level of consideration coh&lforced up because of the absence of any other provider.
The consideration should be assessed as if the relevant stretch of the river is in multiple ownership so that it wiheeflect

overall demand and supply of mooring opportunities without dis®f G KNR dz3 K GKS t[! Q&4 26y SNEKA
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6. When assessing the consideratidinere is a rangef circumstancego be taken into account including:

a) Thestarting point is the general marketvalud ¥ (G KS N 3 K (i geBeillyyefieStiRgthe’mdrketd 2 v S
value for the mooring in the particular location in which it is situatédfe potential considerations for market
evidence being:

- Fees for houseboat mooringss the prime comparators.
- Theprevailing level of market rent$or mooring locally and generally.
- Supplyand demandof mooring opportunities.

- Previous settlementor their tone (i.e. level or trend) with the PLA, but it is important to understand the
particular context and specific circumstances of each case to make any relevant comparison, and
whether the kvel of settlement agreed might have been influenced by the threat of arbitration costs if
settlement is not achieved.

- Thesale price(which is more relevant than an advertised price) if it is possible to determine the element
paid for the benefit of theRiver Works Licence.

- Mooring fees for houseboats on other waterwayuld be relevant but subject to adjustment for
location and other factors including whether a boat licence cost has affected the amount paid for a
mooring.

- Local land rentalgould potentally be relevant as part of the market context but the prime comparators
would be licence fees for houseboat moorings.

- General locatioron the Thames anslite-specific factorssuch as desirability, proximity to transport and
services, river conditions, gmuisance factors etc.

- The charge can be based on fh&tential of the mooringand the income that could be derived,
provided realistic assumptions are made about the use, demand and value. Therefore the charge would
not necessarily be based on thetualuse if the use does not reasonably reflect its potential, for
example if the works were left empty.

- Major changesccurring after the date of grant, but before the review date.

tA0Syas88Qa 0Oz2aia AyOfdzRAY3

w

b) ¢K
- Cost of obtainingplanning permission
- Capitalcost of installing the river works
- The likelyoutgoingssuch as maintenance and other costs of achieving value i.e. it iethealue

- Costs fosecuring land accegs the mooring

c) Other considerations include

- Thespecific terms of each licendeeing asessed since there may be particular conditions which might
affect the assessment.

- Thescale of any increase in the consideratigrif it is significant, for example because there has not
been a review for a number of years or the licensee has made sulatavestment, then it may not be
reasonable to obtain it immediately following the review, and an approach deferring or phasing the
increase may be more appropriate.

- Thebasis for the chargingould be by boat length, width or volume if appropriate.
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d) Circumstances which would not generally be regarded as a reasonable basis for determining the consideration

include:

- 1 £ A Opeysansl Sirauinstanceand their period of occupation would generally not be relevant, although
if faced with hardship because $teconsideration represents a significant increase then there may be scope
F2N) LKIFaAy3a Ay GKS AyONBF&S a I WLINRPLERNIAZYI GSQ

- Theactual usemade by the licence holder where that does not reasonably reflect its potential.
- The particular quality or fittings of the actuabuseboatmoored or proposed to be moored
- Thet [ ! Q&4 O2aia 2F FRYAYAA(INI GAZ2Yy D

- The fact that the licenseewns the adjoining land.

The legal opinion has provided many answers to the issues raised by licansiee®utset and during consultations. Most
importantly it has provided a firm basis for this review and the recommendations in Part 4 of this report.

Hermitage Community Moorings, Wapping (courtesy of HCM)
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Consultation with licensees andouseboat residents

Throughout the review, licensees and houseboat residents have been able to provide their views by:

Representation on the Steering Group by three members who were licensees and one member who represented
residential boaters.

A10weeklddzo t A O 02y & dzt G i prapgsal® ty whiclktere vergbedpbrisds;yhinddifion the consultants
had 16 meetings with a total &9 people(and phone calls with 2 others)

Extensive consultation undertaken at the outset of the review withiéhsees and houseboat residents in late 2010.

The consultantalsoNBE @A S SR (KS NBalLlRyasSa (2 GKS t[! Qa O2yadzZ Gl dAz2y

The full reports of consultees' views can be foungvaiw.pla.co.uk/houseboats

Licensee§and houseboat resident&iews on the current situation

Some believed the different valuation approaches and comparables previously used by the PLA appeared inconsistent and
insufficiently explained. They also resented the use of rates settled for existing and new licences as comparables for other
within whatis a relatively small market (41 licences, 11 locations and 280 houseboats).

There was also concern at the apparent unfairness that some licences had been reviewed relatively recently and were
paying much more than others which had not been reviewedfany years.

Many are unfamiliar with commercial negotiations and resent the route of arbitration, which can be costly and is perceived
as unfair in terms of their lack of power and ability to represent themselves versus the PLA.

They were also concernddo 2 dzi G KS t[! Qa Yzyz2LRfe LRarAdAazy la az2ts 4&dz

boaters and businesses said that licence charges and other costs were pushing them to the limits of affordability.

Conclusions from the initial consultation in 20land responses to the PLA consultation in 2006

There was likely to be some support for:

1.

2.

5.

6.

charging operators a percentage of mooring revenue, suggested independently by five of them;

OKFNEBAY3 20KSNAR ol asSR 2y | y2iA&@eb)and udig Badtheyigh/args Bus datdNA JS R
differences;

applying a different charge for the commercial letting activityanfe multitenanted houseboats;

any reference to sales values must relate solely to the mooring/river works element, nobéte b
GFE1{Ay3a a2vYS8S | 002dzyii 2F (KS tA0SyasSsSqa 0Oz2adarT

a simple, clear, reliable, consistemethod.

In terms of dispute resolution, many felt that if the charging method were clear and fair, arbitration would be less likely.

Dispute resolution needed to be speedy, accessible and inexpensive, a process which all sides can trust. Suggestibns include

something equivalent to rent tribunals, mediation, an ombudsman or equivalent.

Some licensees challenged why the PLA based their charge on the value of river works, believing it should be basethsolely on

actual works installed (piles and pontoons) on@minal ground rent. They wanted a legal opinion, which was subsequently
obtained jointly by the Steering GrougrefertoWL y RS LISy R Sy {i on [pay&a0rt thishrdplirty A 2 v Q
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Feedback from the public consultation on proposals for charging

Proposalsvere developed which were similar to the recommendations in this Report, with the formula being 33% of actual net or
notional net mooring revenue after a 15% cost deduction (this equated to 28.3% of gross mooring revenue). The [mozalals

satisfiedd KS LINA Y OA L Sa 2F (GKS  5&bbvy aHe fraposals rgsRitedNdBaddaciessy for® icenkd® and @na ™
increase for 21 licencés

The Proposals Report was sent to licensees along with an estohtteir individual assessmefgxcluding sitespecific factors)
using the proposed charging method, so that they could see what it would mean for them. It was also sent to a broadatirege of

interested parties.

The public consultation resulted in responses relatm9 licencegalso representing 16 houseboats), Bauseboatgwho were not
licensees or cticenseespnd 17 others The consultants also arranged 16 meetings witbtal of 49 people (anghone calls witt2

others). This was considered a good lewéresponse.

There were a range of views
- aminority supported the approach
- some people agreed with some of the principles, but netessarilghe amounts proposed

- many disagreed with some of the basic principles adopted and also the amounts proposed

The points of disagreement centred on:
- WHailh O2yaARSNI GA2YQ; 2yfte |LILIXASE G FNDAGNI GAzZY
- the actual use is agreed when the licence is signed and an increase cannot be applied in relation to the potential value

- disagreement with the valuation approach; tit@rd share for the PLA was too high, since the licensee brings the capital,
takes the risk, and the PLA make no financial contribution

- the PLA were acting too commercially and using their monopoly position

- actualcosts should be allowed and are higher than 15%; capital costs should also be allowed

- @YLINRAZ2YE 6AOGK 20KSNI yIGAIL A2y FdziK2NRGASEQ OKFNBSa &Kk

- they queried data in the report saying some was incorrect/selective/ngssi

- site specific factors needed to be taken into consideration

- width should be a variable and the formula should use boat ;area

- the estimate for some licences which had been reviewed in the last few years showed an increase; the licensees believed
theirf a0 NBOASYG KIR 0SSy aSGtdtSR G woSad O2yaiARSNIGAZYQ |

- the affordability issue was raised and the need to consider those living afloat

What changes were made as a result of the consultation?

The consltants issued a response to the consultation including a detailed set of Questions and Answers to address the points made
and questions put to them. It also included a list of allechanges madelt can be found atvww.pla.co.uk/houseboats

The response forms and meetings provided a rich source of feedback which the consultants considered iBaretaidf the points
listed above were addressed in the Proposals Report, and several others have since been amended or written more dearly in th
Recommendations Report, including some minor data corrections and the inclusion of 5 other licencBt AT#teare of net value
was changed from 33% 80%,which equates ta change from 28.3% ®5.5% of gross mooring val@#e rationale for this is
explained if¢{ KI NB 2 Ton gag#5 Fhechlcdzdati@an and application of the notional mooring feastalso beemodified.

Whilst these changes may seem small, the combined effect would result in an estimated decrease or small increege fior dizdf

of the 35 licencesost of which have been reviewed more recently. Of the remaining licencesrter increases tend to be for
licences which have not been reviewed for over 10 years.

12 . . . . .
Five licences were excluded from the analysis in the Proposals Repande it was understood they were in the process of transition to a new head licence. However
it is now understood that this has not taken effect. Several of the licensees responded to the consultation. The de® fiaea been included in this rapo
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The principles fothe charges

In relation to the points of principleaised during the consultation and throughout the revigthas always beedearthat there ae
strongtheld beliefs about what should be the correct principles for charging for River Works Licences.

Itis important to remember that the following issubad to be taken into accouniy addition to the views of licensees, residents,
PLA and membersf the Steering Group

- The provisions of the Port of London Act 1968

- The independent legal opinion which stated th#te underlying objective of the provisions in section 67 is to ensure that
the PLA is required to charge what is the best consideratidhe defined basisCimeaningest in monetary or
commercial valu@hat can$tasonably be obtain€d They can take account of the value derived from the licence and
must consider all relevant circumstances of each case, but cannot exploit theopulyposition. Thassessment ig!.
one generally reflecting the market value for the mooring in the particulafiidc2 y Ay 6KAOK Ad A& &aAdda

- Government guidance on how Trust Ports should set their chaMjeddrnising Trust Ports, 20p9

- By ganting a RWL, the PLA enables a mooring to be created, and that mooring has a value (actual or potential). The
licensee benefits from the value created.

- Since they own the river bed, the PLA is entitled to a share of the current market value as set out in the licence agreement.

- ThePLA a y20 6tS8S G2 &aSchargdsSERdzOSR 2NJ WIF FF2NRIo6f SQ

It isalsoimportant to place thefeedbackreceivedin context Of thewritten consultationresponses received relating to 19 licences
15 were estimated to have an increasdo responses were submitted or meetings held with 9 licensees out of the 30 licences to
which the formula would have applied. It should alscbged that9 licenceswere estimated tchavea decreasgjust under a third

of the 30 licences to which the formula would have applied

It will be impossible to recommend an approach that everyone will agree with because not everybody likes or a&ecepiiples.
| 26 S@OSNE Ay GKS O2yadzZ G yiaQ Ay RéboSsst RSpararactelsiie Sharging2 vyt OASo 3
methodology They therefore remain the underlying principles for this Recommendations Report.

The aim is, and has beeto develop a clear, consistent, reasonable approach to charging, given the parameters we have to work
within.
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Part 4 RECOMMENDATIONS

Charging options

A range of options for the charging method were identified and assessed during this reerew of which were suggested by
licensees or were previously considered by the PLA. They are summarised and assessed below. The first option is the sstommend

method, which is explained fully in the next section of this report.

1. A share of net mooring reweue. Where mooring fees are not charged or not markedsed,

a notional fee is applied.
THIS IS THE RECOMMENDED OPTION WHICH IS EXPLAINED IN THE NEXT SECTION OF THIS REPORT

This approach providescear formula with adjustments for local circumstances. Being based on open market evidence
(published commercial mooring fees) it is easily monitored and validated. The approach is equally applicable to all

licensees, despite the great variety of moorangangements.

It conforms to the legal opinion, which states that, when assessing best considetatqorime comparatorsvould be

mooring fees for houseboat moorings in the locality.

It concurs with suggestions from a number of licensees during datisms in 2010 and in 2006, and is similar to
established industry practice among some of the main UK navigation/port authorities.

2. Based on houseboat rental evidence

CKA& oa GKS t[! Qa LINBFSNNBR YSiK2R Fa asSi 2dzi Ay GKS
It proposed that the River Works Licence fee should be at 16.66% of the actual or notional annual market rent for the

houseboat itself. Where a houseboat was actually let, the proposal was to use that rent (ex VAT). In instances where t
houseboat was noet, the proposal was to calculate a notional rent by reference to houseboats let in the vicinity.

The 16.66% was derived by deducting one third of the full rent (to reflect value to the riparian owner) and then apportior
25% of the remaining two thislof the houseboat rent i.e. 16.66% to the PLA.

There are some merits to this approach; it is a clear formula, based on valuation principles and open market evidence.
t[! KFR NBO23ayAaSR flyR 00844 Oz2aidasz tA08Syassaq Oz2ali
However there are drawbacks. The rental evidence may vary considerably depending upon the size, quality and specif
location of each rented houseboat, and the necessity to make appropriate adjustments to derive a comparable rental va
for owner-occipied houseboats. There is not a sufficient spread of let houseboats along the river. The evidence availal
most often is the advertised rental prices and therefore a less accurate reflection of value thahagpeed rents would
provide. The approachbased on letting value of the houseboat itself could not identify qualities which add value to
individual boats and there was no way to remove these from the calculations.

There was song opposition to this approach from licensees in 2006 for the alseasons and it was unlikely to gain support

during this review.

2KAfal GKS €831t 2LAYA2Y RAR y2i NYzwis tRataidveriiskd¥endedrale T
prices are of less evidential value than those agreed or actlielis opinions that the prime comparatoraould be

mooring fees for houseboats in the locality.
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3. Based on houseboat sales values

It is expected that a houseboat sold on its mooring would achieve a premium above the value of the houseboat alone. I
some cases this is significant. Available evidence supports this conclusion.

It should be possible to deduct the value of the houseboat from the capital sum (using a boat survey valuation) with the
remaining amount including elements for land accéssation and river works licence. Where sufficient details are known b
the PLA, it could be possible to decapitalise this sum and derive an annual charge relating to the river works licence, bu
clearly this can only be done on a cdgecase basis wherall the facts are known.

This approach does not provide a robust basis for deriving the annual chargélimensees because, as with rental evidence
above, there will be significant variations between sale prices. Factors such as location, teimer&antitand any specific
terms of the river works licence will affect the values. Only advertised prices will normally be known, not actual pdides, &
is anticipated there will be insufficient transactions to provide a meaningful analysis.

It is however open to both parties (the PLA and prospective licensee) to strunweRiver Works Licences in such a way as
to identify a mooring premium, and agree a suitable share for each party.

4. A minimal share of the value, like a ground rent forthe usedK S t [ ! Q4 NRAGSND SR 0
provide services, own access, incur costs or risk, nor do they maintain the riverbed where the boats sit

By licensing the river works, the PLA is enabling value to be created, and as freeholder of the land (i.e. the rivaylmd), th
entitled to a share in that value, therefore only a minimal share is not appropriate. The appropriate share, and the
structuring of any payments for the share of value, is determined by the strength of the different parties creating that val
and is a matter of valuation.

Making a commercial charge (for the use to which a riverbed is put) iestablished practice amongavigation/port
FdziK2NAGASAE YR Ay (GKS OrasS 2F . NARGAAK 2+ 0SNBlFIeaaqQ 9y

5. Charges per pile and length of pontoon
6. ! FTAESR NI GS wYSydzo 2F OKINHS& T2NJ GKS NADBSNI ¢

These are two similar options.

The barrister was asked whether the PLA could make separate charges for (a) the works themselves and

(b) the use to which they are put. His view was that the assessment could coingrésdc cost for the works and a \able
element for the use permitted to be made of them; however the consideration would in the final analysis remain the bes
consideration reasonably obtainable for the licence as granted including the potentiality of the use to which the molating
beputd Q

Therefore charging for the river workdéone does not take account of the value of their use as a mooring. It also fails to ta
account of other potentially relevant circumstances such as location.

7. Charge a standard fee to all houseboats tbe residential occupation of the riverbed

This option is too general an approach and does not take all relevant circumstances into account, as required by the PL
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8. Charge for the services provided to licensees by the Blike Council TagorforO2 GSNA Yy 3 (i K !
administering River Works Licences

¢KS o6FNNRAGSNI 613 a1SR 6KSGKSNI GKS t[! Qa OoNBIFRSNI 024
were relevant circumstances. His view was that the assessment is for the grant of the licence and in these circumsanc

cog of administration would not act as a limit or control.

¢CKSNBET2NBE GKS t[! Qa O2aiia INB y2G Fy |LILINRLNXFGS 2N &

9. Value the licences using updated figures from pre 1995; set an amount per square mebeatf apply this
figure equally to all licence holders; then index fees in a conventional way to aid future planning

10. The charge should relate to the amount originally agreed at the outset (and upon which investment
decisions were madeg then simply inflai to the current value of money

Two similar options. Most licences reteran annual sutW¥ N2 Y GAYS G2 GAYS F3INBSR 2NJ

I Ol ™ pany theredvee Tediews of the assessment are to be expected.

The legal opinion hasonfirmed that the charge should reflect the value of the grant of the licence and can take account ¢
changes occurring after the date of graritherefore it is not appropriate to link the current charge to the fee paid when the
licence was originally gnted, or simply to index former charges, since neither will reflect current value.

11. A mooring matrix to which operators add their sites, including location, facilities, boat sizes... It could
include sites on other London waterways. Licensees couldtheSy (i SNJ G KSANJ RSO A €

GKS YIFIONREZ (Kdza RSNAGAYy3 | y2iAaz2zytt ¥SS | yR F

This proposal was explored, but it became clear that the results would be ambiguous because of the inconsistlecies in
Y22NAY3 LINPOARSNEQ FS8SS& YR FLILINRFOKSE (2 LINAOAYy3I®

12. | LILI2 NI A 2y (i K S alrefehu@ from@edatieMiBl R aciadsithe licensees by their area of
waterspace occupied with adjustments for location.

In some respects, this was not too dissimilar to proposal 9. Calculating the area of waterspace occupied is an alternativg
measurement to boat length, although this could lead to dispute over how to draw the boundergt length is more

readily identifidole and is how the market sets mooring charges. The adjustments for location were the same approach ¢
in the proposal. However there are no comparable rates for square metre of waterspace odwupesidential moorings

in London. Also, to assume tha § K é‘curtelfntﬁ)tél Bevenueis best consideration for all licensees is in@mt- some
licences have not been reviewed for many years; some others would have a reduction under the recommended approay

13. Site-by-site negotiations to deal with altircumstances

This is the current approach which all parties agree is unsatisfactory, hence this review to find an alternative.
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Recommended Charging Method for River Works Licences for Residential Use

A formula has been developed to determine tenual River Works Licence charge:

30% of actual net or notional netnnualmooring revenue

Whilst this is a simple formula, it is based on several key factors:

The mooring revenue to use in the formula above will depend on the type of licensee:

1. Where competitively priced mooring fees are charged by a licensee,
the actualannual mooring revenue is used

2. Where mooring fees are not charged, or charged but not competitively priced,
notional annual mooring revenue is used

3. Large multitenanted housebats derive value frortetting/room rental which is considere
as the revenue

The deduction for costs is 15% in 1 and 2 above, and subject to individual assessment for 3

A notional Londoswide gross mooring fee is deridérom a range of competitivelgriced
residential mooring sites across London.

This is adjusted using location and sifeecific factors for each site, plus boat widths.

The approach to each type of licensee is set out in the diagram on the next page.
Each element of this formulatlsen discussed in detail in the section that follows.

It should be noted that this formula cannot be applied to any licences with specific terms relating to the charge such as
a specified sum or percentage of mooring fees. However it would apply tadisevhichrefer to an annual sur ¥ N2 Y
GAYS G2 GAYS aINBSR 2NJ I &aaSsaaS Rvhighys the EaSeFolRanyoltiee lickricésK G K S

This formula equates to 25.5% of gross actual or notional mooring reven
For example:
Say grosmooring revenue = £1,000
Less £150 deduction for costs (i.e. 15%) leaves £850 net mooring reven|

30% of the net £850 = £255

£255 is 25.5% of the gross £1,000
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The mooring fee to use in the formula above will depend on the type of licensee:

Mooring providers who charge
competitivelypriced mooring fees

Theactualannual mooring fee is used

Start with the actual gross annuahooring fee

This includes any service charges

A 4

I LILJX & G K S grassnib&ifgifee ko thé bizat(s)

moored at the site oto the lettable mooring spaci

this better reflectsK S a A i SQa NXBI a2y

Take account of any relevant factorgiemooring

contract renewal dates

¢KAA 3IAOSaE drdéshooding tedaua

Deduct 15%f the actual gross mooring revenue
for costs of maintenance an@pairs of the river

works/moorings
Take account of any exceptional factors

This gives the actual net mooringvenue

Sites where mooring fees are not charged, or

charged but not competitivelpriced

Anotional annual mooring fee is used

Start with the Londorwide gross annual mooring fee

The Londorwide notional gross mooring fee is derived from a

range of competitivelypriced resilential moorings sites in London

v

Adjust this fee for the particular site by:

- Locational weighting
- Any sitespecific factors
¢KA&a IAPSa GKS ardsSaa

v

I LILJE @ G KS grasindaisg fed & tha Baf(s) imooreg
at the site or to the lettable mooring space (if this better reflect
GKS aAxiasSoa NBFazylofS LRGSYI(

- Multiply by the boat lengthslettable mooring space
- Apply any boat width factors
CKA& 3IAPSa (goSmdaokng @@rue v 2 G A 2

v

30% of this is the River Works Licence fee

Deduct 15% for costs of maintenance and repairs of the river
works/moorings The calculation is 15% of the Lonémide notional
mooring fee times the boat length#ttable mooring space

This gives theA {i Bofiodal net mooringevenue

v

30% of this is the River Works Licence fee
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Large multtenanted
houseboats

Theroom/unit rental is used

Start with the gross letting/room rental

Using operbook data or, if not provided,
using market evidence

v

The cost deductiois subject to
individual assessment

This gives the net rental

l

30% of this is the River Works Licence fee




Actual annual mooring fee

In principle, the formula should be applied to mooring providers who charge annual moormdrieis is an estimatetkn licensees
accommodating ¢.150 houseboats (around half of all houseboats on the tidal Thames). An exception would be if the liedrece sta
specific approach teetting the charge was the usedat review.

Revenue earned in addition to mooring fees m#spae admissible, but would need to be identified and agreed on alpasase

basis. An understanding of the purpose of any upfront payment would determine its relevance, for example a mooring bgence m
effectively be an additional fee for mooring wigas some of the commission on houseboat sales relates to the boat value, not the
mooring.

Where service charges are made, the elements within the charge were found to vary between licensees. On some sites it is not
necessarily entirely codtased, on otlrs it covers all maintenance costs, whilst on others it includes the PLA River Works Licence
fee. Therefore in order to avoid an inconsistent and hence unfair assessment, the appropriate approach is to comb&1gthediS Q &
mooring and service charges identify the total fee payable by the boater. This is the fee that will be used to derive the gross

mooring revenue from which 15% should be deducted for costs, and nateiviceO K F NAS 0 & SSonpdge 44 a Q aSOGA 2

Having spoken with most of thmooring providers on the Thames, it is understood that some take a commercial approach while
others have said they adopt a softer approach to their fees, charging less than they could achieve.

The legal opinion said th#tte assessmentisto BEP PDSFFERI f f &8 NBTFE SOGAY I (K$ R oHsttidplich I £ dzS
of the potential mooringng 1 & ¢ KA OK O 2 dzihereforéSthelolfjetiveSAdaRtabiisb@hether the actual mooring fees

are at their potential market value, in wiicase the actual combined mooring revenue would be used, or if they are below

reasonable potential value, in which case the notional mooring fee would be applied.

Although it is a potentially subjective approach to decide which sites are mpricetd, he consultants found it relatively

straightforward to establish during discussions with the mooring providers. As an additional consideration, the notiatirag fieeo

could be derived for the site, taking into account any-sipecific factors, and compad to the actual mooring fees. It will be very

important to distinguish between asiS Qa ¥535a GKI N} 6 85060F @azaSYP N $KS 2LISNT G2ND& |
688y WYIFIN] SR R2gyQ 2 dzispekific fagt@< afichadtitgiieBect th& Bdrkdrdate that Eould be dchieved in

those circumstances. If the PlusAsto apply the notional fee instead of using the actual fee, and the licensee disagrees with the
approach, the licensee could take the matter to the dispute resoluypanel.

Many licensees who charge mooring fees usually set their rates on the same date each year, but the revised rate mayeffelst take

for their individual moorings/sublicences | G SNJ Ay (KS @Sl NE 2y S| GKelicédsel\mktyamoodng v i NI O
revenueduring the year would therefore not be as much as the fee calculated at the date &itke Works Licenaeview. Whilst

it may be open to the licensee to reorganise the sub licence review dates to coincidthewittview ofthe main licence, terms of

the sublicences my preclude thisr it may be impracticalThe licensee would be faced with either guessing how the fee may

change at review and adjusting slibenseesiees accordingly or else accepting the shortfallrecognising such difficulty it is

suggested that this particular circumstance nmgedto be considered as a sigpecific factor.It is also important to consider the

timing of the River Works Licence charge notification to the licensee each year in relation to their eswttiieg.

Once the actual grogsooringrevenue is established, the remaining steps are to:

- Deduct 15% focosts of maintenance and repairs of the river works/moorings and take account of any exceptional factors

to give the actual net mooring revenue;

- Take30% of thisactual net mooring revenue dke River Work Licence fee.
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Notional annual mooring fee

Anotional annual mooring fee would be appliethere annual mooring fees are not chargéd, to the 12 single licensees who live
on their boat at the mooring (a third of all licensees), sHaoédings, those on long stlizences and those renting boats (oththan
commercial multitenanted boats).

Clearly this group do not charge themselves a mooring fee, but the aim is to establish a value for their River Workshiaiggnce
The legal opinion was that the assessment for River Works Liceregsriggenerally reflecting the market value for the mooring in
the particular location in which it is situat@d@also said¥. thus the circumstances would include consideration of the potential
mooring rents which could be achieved as a result of the viorlss licensed2The objective is therefore to estimate the potential
market value that could reasonably be achieved. As set out in the previous sélgtiorgtional annual mooring fee also would be
appliedg K SNB | dcthabnfogringéviereonsidered to be below reasonable potential market value.

The approach of a notional mooring fee was proposed by some licensees during the initial consultation for this reviewiand als

2006. This principle has previously been addressed in seveialiekiy 3 tf A OSy 0Sa sKSNBE GKS OKIFNEBS Aa
fees, for example, the relevant condition in the River Works Licence stit®dsp® Y22 NAYy 3 FTSSaddd gKAOK YA 3
be licensed on the open market... and with regarchdiad not only to licence fees, rents and other charges being paid at the [site]

odzi Ffaz (2 2Ly YIFINJSG tA0SyO0S ¥S8a>x NByida FyR 2GKSNJ aAYALI
The recommended approach is to derive a Londade notiond mooring fee and then adjust it for each mooring site to derive a

notional site mooring fee.

5ENAGAY I | oS yinndidarng fge2 (A 2 Y I

¢KS adGSLla G2 RSN Gbsg ahnuanobringdee vira v a y2 0 A2y | €

1. Derive a Londorwide notional grossannualmooring fee

- Base®Yy I Wol &1 Sl Qriced¥Fesideatiy hitkoring feds & S
I ONRP&& [2YR2y Q& RATFSNByd 41 GSN
- Add decapitalised sales prices for moorings where known

Gives a Londowide notionalgrossannualmooring fee

2.l Redzad ¥2NJ S OK t A0Syas
- Location factor
- Sitespecific factors (as appropriate)

Gives a notionajrossannualmooring fee for each site

This process is explainéelow:
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1. Deriving the Londorwide notional gross annual mooring fee
¢ KS Yo 321FS O 2 pfitds rgsidantiaPrSobriag fees across London

In order to provide an estimation of the potential market value that could reasonably be achieved, the notional mooringsfdem
a proxy market rate andherefore based on copetitively priced mooring fees (rather than an averageatiimooring fees including
those not competitively priced).

There are too few licensees on tlidal Thames charging competitivepyriced residential mooring fees to provide a suitable

proxy market rate. Therefore a broader sample has been taken from the tidal antidabThames, canals and docks within

London, totalling 19 sites, where fease publshed or openly disclosed. This is a reasonably sized sample to provide the basis for
the notional mooring fee. The rates used were tiess mooring fees exclusive of VAT. Service charges were also included on
the few sites where they were made, althdugiost operators charge just the one fee.

Sites whichwere considered but excluded were thostich are understood teharge below thgotential market ratewherethe

operator said they adopt a softer approach to their fegsl sites withrates far outdile the range (above and below) which would

have skewed the result. Additionally,dan2 YS Ol 484 GKS F¥SS Aa WYINJSR R26yQ 0SS0l dza$s
y2iG 068 dzaSR a I 6SyOKYI NJ ¥F2 NJ Althokigh Nis apoténfially sdbjedti@ Eppridatlyt@decidé | FS
which sites are markepriced, the consultants found it relatively straightforward to establish during discussions with the mooring
providers.If licensees felt that other sites should be includedhe basket, or if they disputed the amount or calculations, they could

refer the matter to the PLA and then, if necessary, the Dispute Resolution Panel.

The majority of sites charge by linear metre, so the notional mooring fee would also be ondisis ba

Landbased facilities and other site factors

A few sites in the basket have some ldmased facilities such as toilets and showers; a few include parking in the mooring fee but

this is generally for outer London sites where parking is less of a pneimiote that any supplementary parking charges have not

been added to the mooring fee). Whilst a few sites may have advantages, they may also have disadvantages. For example the

boaters have to cruise to a purmqut, the mooring licence is only for 6 mdrst, boats cannot be sold on the mooring, the site

I O02YY2RI 84 yINNRBgoz2lGa 2yteés GKS YIFLEAYdzy 62FldG fSyadk A& wmT
t $21L) SQa OASsa 2y SKSGKSNI GKSe& | NB 4re sulifedide adMall Vary YThefedatet | YR K2
was not possible to identify a reasonable value for each perceived advantage or disadvantage, and to adjust upwards or

downwards with any objectivity.

Differences between waterways

Within the basket is a divee range of sites on the different waterways in London. In theory one cannot simply use the fees for
residential moorings on a different waterway as the basis for the proxy market rate for the tidal Thames without any adjustme
There are many differerfactors, for example the canals have a more enclosed setting, being closer to public activity on the
opposite towpath (since the canals are aroundni2étres wide), boats pass clobg, creating some wash, and boat size is

restricted, although the water l&@f is constant. Mooring on the tidal Thames offers a wider waterway with an open setting which
can accommodate larger boats, although river conditions can include currents, floating debris, tidal flows and grouming, alo
with wash from river traffic.

As stated earlier it is a complex and potentially subjective exercise to isolate and quantify the degree of difference between
waterways and to make any adjustment, particularly when the mooring fees reflect many other factors such as location, and
LIS 2 Ljfrefe@idces vary so much. Therefore no differential based purely on the type of waterspace has been made.

One factor which is known, however, is the boat licence fee on British Waterways and Environment Agency waters. This is an
extra cost payable byhe boater for occupying waterspace (simply being there) unlike compared to the tidal Thames where no
such charge is made. It therefore should be factored into the analysis. The rationale is that boaters have to makea famovisi

the boat licence fee wén considering the amount they are prepared to pay for a mooring, and thus the market rates for mooring
will effectively incorporate a deduction for the boat licence fee. (In other words, the cost to moor on those waters is the
combined total of the moorig fee and boat licence fee, whether or not the houseboat cruises.)
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The BW annual boat licence for a 20 metre boat equates to £33 per metre &% VIGE EA annual boat licence is £16.66 per
square metré*, of which houseboats pay 50%. The licence fddra 2 3.7m boat is £1,233 which equates to say £31 per linear
metre (allowing for the 50% discount).

Location

Another factor affecting the price of each site in the basket is its location in London. Some sites command highertregies for

location. Theoption of making locational adjustments to sites in the basket was tested, but did not yield meaningful results
0S50lFdzaS G(KSNB ¢gSNB taz2 2GKSNJ T OG2NB AyTidzSyOAy3aBRE aBRAOSO
the broadrange of locations within the sample, and by excluding the sites which lay far outside the price range.

Decapitalised sale prices

Sometimes aacantmooring is advertised for sale and, in such cases, it may be possible to decapitalise this figure to derive a

notional annual mooring fee. This will rely upon the actual sale price being known (rather than the advertised pricg) and al

identifying otherelements which may affect the value. This may be possible since details are usually specified in the sales

information.

Where the PLA can demonstrate how it has reliably derived an annual sum which equates to a notional mooring fee, these cases
O2dz R 68 AyOfdzRSR Ay G(KS Wol aiSiQ G2 LINBGARS 20K DAEIWNETFSNEY O!
Londbn mooring fees. However, care must be exercised to ensureotiigthe value attributable to the mooring has been

identified and the analysis should be published along with the list of mooring sites in the basket and their charges.

Publishing the Londowide notional gross mooring fee
The list ofsites is provided in Appendix I. It is beliewbid is a reasonable group to use going forward and is based on research and

discussions with mooring providers. Of course some sites may be added or removeeaaah circumstances change.

We recommend that the PLA publishes the Londode notional mooring fee, and the details from which it is derived each year in a
AAYAELENI F2NMEG (2 ' LIISYRAE mo ¢ KAa genly disclas&d orplbBsyied,indd cailbd A R { A
disputed via the Dispute Resolution Panéh terms of timing, it is essential to have fixed dates each year. We recommend:

The new charges take effect frorfi danuary each year. Before this date, time mustIlmed for the PLA to research and publish
the fee, plus time in case it is disputed. Therefore, leading up fmduary are the following recommended milestones:

1% July Location weightings derived from London Property Watch (best time to giviathest sample sizes)

1° November To be the date when the information on fees from sites in the basket are taken and the PLA publishes thewidadon

notional mooring fee that will take effect the following January

1° Novc 1% Dec Window for DisputeResolution Panel to consider disputes to the fee and issue a decision
1° Dee@mber PLA confirms the Londamide notional mooring fee that will take effect froni' @lanuary

1* January The new charges take effect

Summary

In summary, the Londewide notional gross mooring fee is derived from a broad range of aitiyely priced sites across

London; adjustments were investigated but could not feasibly be made other than the inclusion of BW and EA boat licence fees.
On the whole, the sites and feegeawithin a reasonable range which reflects the tone of residential mooring fees in London, with
several sites above and below the norm excluded. It is a good sized sample which makes the resulting fee more resilient to
changes at individual sites.

TheLondonwide notional gross mooring fee£826ex VAT per metre per year.
The table listing the mooring sites from which it has been derived is in Appendix 1.

13 Figures valid until 31 March 201ttps://www.bwmooringvacancies.com/media/pdf/PublisheRficelist2011.pdf

14 .
Figures valid from®L.January 2012vww.environmentagency.gov.uk/boatregthames
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2. Il R2edzatGySyida T2N) SIFEOK fA0Syassqoa aiaias
One standard rate for all is too general and will not take account of the difference in value between the sites.

Location

The aim is to establish differences in value between the mooring locatiotise tidal Thames, considering aspects such as

desirability/attractiveness of the area, transport, shops and amenities.

Different methods were considered since there is no suitable data to provide weightings relating specifically to mooring

locations. Options considered are below:

1. Rental evidence of landased property or houseboats was considered too variable to provide meaningful location

differentials, and would require regular monitoring and analysis.

2. Differentials were developed by the consultants with an experienced estate agent who has spedmlisuseboat
and mooring sales in London for many years (Riverhomes). They took particular account of the characteristics of the

mooring location and were therefore more specific, but nevertheless subjective.
3. Borough property price indices were cathared too general and online property valuations too capecific.

4. Analysis of the sales price differentials between selected 2 bedroom houses in the roads nearest each of the
residential mooring locations did not yield a sensible set of differenndssample sizes were too small to provide
reliable data.

5. The London Property Watch Indexvw.londonpropertywatch.co.uks based on good sized samples of asking prices

for houses per postcode. The sitses advertised prices (not actual sales prices) but any difference should be

reasonably consistent across postcodes. The differentials betwdmdont> property prices were found to be

AAYAT N 2 GKS O2yadzZ GtyiaQ FyR SadGridsS 3SyidQa adzaasai SF
are more reflective of the area, which is of benefit since the specific mooring location is takeTauiont using site

specific factors (sepage 37below).

Since this data is openly available, easily monitored and provides reasonable differentials, this is the recommended
source for the geographical weightingday to day, there will be some slighaniations in the weightings because the

samples will be updated as properties come on to the markéterefore the weightings used for the formula should be
sought on the same day each year, say 1st June when the property market is more active compénedtimes e.g.

January. The PLA should confirm the day in advance so that the values are open to validation. If for some reason any of
the sample sizes were small, then a sensible average should be derived by excluding any property values lsgidefar ou

the norm for the sample.

Potentially London Property Watch may cease to operate in the futliris.anticipated that similar sites would take its place
or that a suitable alternative could be sougietails of the values for the mooring locatipostcodes on 18 July 2011 are
shown in Appendix Il and have been used as the basis for location weightings.

'*The onebedroom property values were based on small samples and the values varied considerably within the samples; three bedeties pesiled in

inconsistencies which could only be explained by excessively high value enclaves.
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Notional annual gross mooring fee for each location per metre per year ex VAT

The results of applying the weightings to the Londade gioss notional mooring fee of £326r eachlocation are shown

below:
Notional mooring fee
Postcode Locations Weighting for the location
i.e. location weighting x £36

TW1 Twickenhamand Eel Pie Island 1 £326

TW1 Richmond 1 £326

TW7 Isleworth 0.72 £235

TW8 Brentford to Kew Bridge 0.83 £271

w4 Chiswick 1.06 £346

W6 Hammersmith 1.14 £372
SW18 Wandsworth 1.04 £339
SwWi1 Battersea 1.19 £388
SW10 Chelsea 1.85 £603

SW8 Nine Elms 1.14 £372

E1W Wapping 0.96 £313

For example if Twickenham isHammersmith would be 14% more (1.14) and Isleworth 28% less (0.72).

To aid comparison, the notional mooring fees for each location are shown on the graph below, going from west
to east on the Thames.

£700 -

Chelsea £60z

£600 -

£500 -

) Battersea £38
£400 - Twickenham and Eel Hammersmith £372

Pie Island £326  Richmond £326 Chiswick £34 ine Elms £37

Wandsworth £339 )
Wapping £313
Brentford to Kew

£200 - Isleworth £235 Bridge £271

£100 -

£0 -

The thick black horizontal line theLondorwide moaing fee of £326

Note that thenotionalfees for each postcode are shown in the graph above (and not any actual fees chaligedd®es

As a senseheck, the resulting notionahooring fees were found to be reasonably close to the three mammercially
operated sites who charge competitive prices on the tidal Thames. The results were4#8ittand 1% of their mooring fees
(although the sitewith the 18% differential has provided different rates over the year of the review, one of whictwitiis
7.5% of the notional mooring fee). Note that the notional fees are shown in the graph above and not the actchbfiersl
by thosesites.

Port of London Authority River Works Licences for Residentiat Bewiew of the Charging Methodversionli 23 December 2011 Page36



While not a perfect model, this demonstrates that the approach achieves a reasonable estimate of natiorelmooring
fees in circumstances where there are very limited comparables on the tidal Thames. It is also likely to be a stable method
since the two elements on which it is based are stable:

1. The Londorwide fee is derived from large sample of 19tes, therefore any significarthanges at an individual site, or
the addition of new sites, will have less impact.

2. The geographical differentials are likely to remain relatively stable, and would only change when one postcode becomes
more attractive/vduable, for example by development.

Site-specific factors

2 KAETS (KS ¢gSAIKGAYTIA 0208 LINPOARS G(KS @ItdzS 2F | eaAtiSQa f
which must also be considered. These will need to be agreed on asidingli basis. It is not possible or appropriate to devise a
WYSydzQ 2F LIR&aaArot S kiReideduldYduyrd aisitby-dtddsdessrhant amd Sikddshidn with both the

licensee andhe PLA. Howevat is important to set some principlend parameters for both the licensee atite PLA.

The factors which warrant adjustment should only be those which would genuinely affect the amount the market would be
prepared to pay to moor in that location. Examples of-specific factors which coulthve an effect on market value include:

- noise from railway or road bridges, although this may only affect some of the boats at the site.

- disturbance/nuisance all locations will experience some general level of disturbance or nuisance, which is a fact of
living on the River and would not normally merit a discount. However there may be some sites where this is above
average and is significant enough to affect value.

- restrictions relating to the mooring some sites may necessitate restrictions on the tgpeoat or conditions on the
access to, or use of, the mooring; this may limit potential demand and hence value, which should be taken into
account.

Such adjustments for sitgpecific factors are already established practice between the PLA and liceareasxample being

up to 10% discount for boats most affected by bridge noise at a site, then 7.5% for those boats less affected, then 5%, then
zero for the remaining boats. This provides a reasonable reference point for other types of adjustment, falitiongtely

each one will depend upon the specific circumstances at the site in question and the degree to which it would affect market
value.

While these examples indicate a potential downwards adjustment, there could be cases where the site hadssgraifant
advantages that would increase its market value above the notional fee and hence merit an upward adjustment.

Factors which would not normally merit a siépecific adjustment include:

- Any factors which have already been reflected in the lmcatveighting (i.e. factors which already affect a postie

area) since only factors at the actual mooring site merit any further adjustment.

- Minorfactorsg KAt S LIS2LX S OFy |fgleéa ARSyGATe az2yY$s wytd3lF 6ABS&aQ

take account only of the major factors which genuinely affect value.

- River conditionsfactors such as wash, grounding and floating debris affect all houseboats to some extent from west
to east on the tidal Thames, albeit in different ways. They dee®of living on the River and should not merit any
specific reduction in the notional or actual mooring fee. During the review, no obviously quantifiable differences
were identified between sites to merit an adjustment. Sites above Richmond Half leooflg subject to grounding
one month each year which could be considered an advantage, although moorers in this stretch described the
disturbance created by the annual dradewn. If exceptional circumstances can be identified which affect one site
signifcantly more than others, they should be considered, although it will be important to identify the degree to
which those circumstances would genuinely affect market value and the adjustment required (upwards or
downwards).
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In summary, sitespecific adjustrants must be those which genuinely affect value. They will nede tagreed on a cadey-
case basis and clearly recorded between the PLA and the licensee, since they will be applied to the site year on year.

Occasional sitspecific checks are advisalib ensure that any agreed sipecific allowances are still applicable and to

identify any new factors that may affect value.

LG aK2dzZ R 0SS I 0ly26ft SRISR -specificifactbra abBaflaivanbes to énsuyeian dpen@nd Sofisigen 2 T
application and to avoid negotiations and scope for dispute. As stated above, to devise a definitive list is beyond tife remi

the review since it would require a sitg/-site assessment and discussion with both the licenseetla@@®LA, to understand

their views. Howevethe PLAs considering this issue further

Hope Wharf, Chiswick/Hammersmith
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Applying the notional annual mooring fee to the boat(s) on site or to the lettable
mooring space

Potentiality

The legal opinion stated th&kthe consideration would in the final analysis remain the best consideration reasonably obtainable for
the licence as granted including the potentiality of the use to which the mooring could e put.

CKS LINBadzYLIiAz2y 62dzZ Ry ditdpatibrireflects i& redskralile pbtential fio® SrgEatSsies th ( A y 3
multiple-boat sites, and this is a reasonable reflection of the houseboat market. Licensees usually fill the available spaicketo prov
the greatest living space (and greatest remeron feepaying sites) within reason. So for the majority of cases, the question of a
aAGS8Qa LRGSyYy ALl fgitig aekistingyupanoyS |y A & & dzS

It would be unreasonable to say that a fully occupied site could raft up more boats, for exa@pthat Licensee A with a single
houseboat should be charged for two houseboats just because their neighbour, Licensee B, with the same length of rigerfront h
two houseboats. If Licensee A wanted to add a second houseboat to their site, they wedldonapply for consent to the PLA and
would be charged for the two houseboats. Alternatively if Licensee A replaces their houseboat with a bigger one, thdyeshould
charged for the bigger houseboat because they are using the site and river worke lioatscpotential.

The downsizing of a houseboat or of the number of boats at a site is likely to be;masny people haveaidthat thereis a
tendency to upsize whenever possible. It is not appropriate to say how the assessment should be rtasgd@ypothetical
situation. The circumstances for the dowizing would need to be considered, and whether any amendment/supplement to the
licence were required, particularly if it (or the accompanying application for the licence) specifies the nurdhmersaze of boat(s)
to be moored.

Mooring voids on established sites are likelyto bemfieK S8 | NB y 2 Ay GKS tA0SyasSsSqQa FAaylyoO
most houseboats are sold on their mooring. However when a mooring sit# fally occupied, the reason needs to be established.

It may be that the licensee is not operating the site efficiently and is not achieving its reasonable potential valigecdsethit may

be more appropriate to use the total lettable metres as thasis for the charging for the site, using pontoon length as the basis

instead of the boats on site. On the other hand there may be a decline in demand in which case the value cannot beaaxhieved

may not be reasonable to charge for the space, oeast not at the full rate.

When anewsite is created, an allowance may be needed for some voids in the early stages until berths become occupied, provided
the licensee has taken a reasonable approach to timely marketing and pricing.

There are only likg to be exceptional circumstances where a mooring space is genuinely unusable and has zero market value, for
example if the river works had been damaged. In such instances, it is envisaged that a supplementary or new River Méerks Lice
would be required

Boat length

On the assumption that occupation is maximised, using the boats on site reflects the notional value that could be deriakdsand
account of both unlettable gaps and boats which overhang pontoons (and is therefore more accurate tiggnoumgoon length as
the basis). Therefore it is a simple exercise to multiply the notional mooring fee by the boat(s) in occupation on¢e derésr

the total notional revenue. The licensee could provide a boat schedule to the PLA which couiddted/élrequired.

¢CKS YSIadaNBYSyd F2NJ G6KS o02FGQa fSyadK akKz2dzZ R 0SS GKS TdzZft fSy:
Therefore it would normally include items such as bowsprits and rudyefshe space taken up cannot beaupied by any other

o2k Go LTY K26SOSNE GKS FNNIy3aSYSyid 2F (GKS o621 Ga | onadieksS aA 0 S
OKIFNHES FT2NJ GKS 02F0G4Q WSEGSYyaAarzyaoQ

¥ For example: '‘Boat length' means the length overall of the Boat including fixed fenders, bowsprits, boarding ladders;lddiits their loads, stern drives,tairives,
rudders, anchors, pulpits, push pits and any other extensions fore and/or aft of théBBEtsh Waterways Boat Licence Definitions
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Boat width

The estimated total of 280 houseboats on the tidaaifies vary in size from narrowboats to wider beam barges and large purpose

built houseboats, some of which are tvatorey.

During the initial consultation, many people said they wanted the charge to take account of the difference in boat wadithgs, st
that a charge for footprint was fairer. There was less support for charges for more than one storey.

Several options were considered for differentiating between boat width and height, for example a 50% reduction for narsowboat
and 50% surcharge for boatsale 5 metres, with an extra 25% for each additional storey. While the principles were reasonable and
aimed for fairness, the result was to discount and inflate the notional rate to potentially unrealistic and hypothetital leve

particularly as there waso evidence on which to base these factors.

Where the notional mooring fee is used, we are applying mabieeted charging principles and therefore must take note of the

practice of commercial operators in respect to boat sizes. The sites in the baskeabudeilre the Londoswide notional mooring

fee accommodate boats with widths from 2.2 metres (narrowboats) up to 4.2 metres on the canals (with the exception afetbree s
which accommodate narrowboats only) and around 5 metres in the docks antidadiThames. They charge a rate per metre or per
OSNIK FYyR R2 y2i YIS Iye [gtutgps of Boatand thgréaieit? width¥s NattérfRhoefdr  Q &
the boater, but they pay the same rate, regardless of width.

Therefore the wtional mooring fee should apply equally to boats on the tidal Thampe® 5 metres wide.

If, however, a site or berth casnly accommodate narrowboats, perhaps due to restricted space arising from the site layout and/or

& |

mooring arrangement, thenthe b&rk Q& L2 G Sy GA Lt A& fAYAGSRTE 6KAOK aKz2dzZ R 0S8 NBT

observation, it seems that many of the narrowboats currently on the Thames have been slotted into smaller mooringlapaces.
practice, it will be difficult for the PLt& prove that there is demand for a larger boat in the space, or indeed for the licensee to prove
that there is only demand for narrowboats. On balance, a reasonable approach is for the charge to assume that the nairrowboat

occupation reflects demandnd site layout.

There is very limited evidence upon which to base an adjustment but from our knowledge of the market, a factor of 33% is
recommendedor boats under 2.4 metres wide. This is a reasonable approach in our Vieve are an estimated 22 btsaon the

tidal Thames under 2.4 metres wide, which represents 10% of the 220 houseboats for which data on the width was avadlable. (2
YSGiNBE KFra 0SSy dzaSR AYaAGSHFR 2F Hdu YSUENBA G2 +ttrefil) F2NI I ye
In respect of boats wider than 5 metres, the notional mooring fee should be increased because the-iiteléee is based on

boats only up to that width.

It is envisaged that an operator would be likely to charge more per linear metre for wider boats (which would provideligiegter
space) at a mooring. At the same time, the higher rate would also take into account the potential for additional staokyareh

more likely on wider beam boats.

There are no operators in London that charge mooring fees for berths which accomnsadiglidarger houseboats above 5 metres
wide or with extra storeys to provide evidence required for this approddierefore asliding scale would seem to be a reasonable
approach to adopt which fairly reflects any additional value attributable to the widest beam houseboats.

The width factor which has been applied to the notional mooring is an addition of 10% for each addiiéibmaétre. This is a sliding

scale, as shown below.

Boat width | 5m 51m | 52m | 5.3m | 54m | 55m | 5.6m | 5.7m | 5.8m | 5.9m | 6m 6.1m | 6.2m |And

Weighting | 1 1.02 [ 104 |1.06 | 108 |11 |112 |114 |116 | 118 |12 |1.22 |1.24 |5°°"

At present there are an estimated 41 boats over 5 metres wittés represents 19% of th220 houseboats for which data on the

width was available
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It will be important to monitor the market for any emerging practice relating to price differences basedhgat width and height.
When there are discernable and quantifiable differences, they should be factored into the formula.

It should be noted that charging by boat ar@guare metrewas examined but the result walisadvantageous to boats above the
average width and provided more of a discount than 33% to narrowboattluatrated by the example in Appendik
Furthermore the market does not charge for moorings by square metre and therefore there are no comparables.

In summary, the widtladjustments to the notional mooring fee are as follows:

Boats 2.4 metres wide and under A deduction of 33%

Boats above 2.4 metres and up to 5 metres wide | No adjustment

An increment of 10% for every half metre, on a

Boats above 5 metres wide -
sliding scke

Traditional boats

The types of vessel on the River can be controlled by local planning authorities. This issue is set out in sectiohlRAfatiesory
documentResidential Use of Waterways If an existing residential boat is to be replaced with a purgmsi structure, it may well
require planning permission. In practice however, many local authorities, mooring providers and boat owners may not i aware
this.

It is clear that soméouseboat residents feel strongly about this issue and they should therefore engage directly with their local
planning authority. We understand that the PLA, as a navigation authority, cannot control or encourage particular gegdsslsf

ChiswickPier Trust

17
http://www.aina.org.uk/docs/AINA%20Residential%20Use%200f%20Waterways%20Advisory%20Doc%20Feb%202011. pdf
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Costs

Therecommendedormula identifies thegrossmooring revenue (actual or notional). It is recognised however that there are costs
associated with achieving that revenue which need to be taken into acc@&inte the assessment is based upon the value of the
mooring, only costslirectly associated with the mooring are relevant and therefore all unrelated costs such as the actual houseboat,
utility consumption, council tax and business rates (for commerciataiprs) are not relevantThe main types of costs and the
appropriate treatment are discussed below.

Maintenance and repairs

The allowable costs to be deducted from the gross moar@vgnuein order to netit down need to be carefully considered. The
allowable costs are solely the costs necessarily incurred in the running of the mooring, that is in maintaining and opefeiing i
the costs of cleaning, annual maintenance and repairs of pontoons and the installations, insuring the pontoons amprovidi
electricity to the common parts as well as the costs of health and safety checks all form part of the deductible coststhegaus
comprise the costs of running the facility.

Any administration and managemeistcarried out by the licensee for whiche receive remuneration through their share of the

net mooringrevenue To make a deduction for this cost from the gross mooring income would therefore be double counting. The
majority of licences are for a relatively small number of moorings and therédareclude an allowance for office dssn most
instances would ovatate the costs.

As part of this review, costs were provided on a confidential basis to the consultants by fifteen licensees (40% dadralbtesid
licensees). This was a good samjptessit covered the spectrum of mooring arrangements: individual ovaoeupiers, sites with
long sublicences, commercial mooring operators and sites run on daoreprofit basis; small, medium and large sites were all
represented.

The consultants needei make some adjustments to the information provided. For example, where costs were incurred at
intervals of more than one year, they were adjusted to an annual basis. Costs which were jointly associated with @cte/gitsl
to the residential moangs at a site were also reasonably adjusted.

Some licensees who charged mooring fees also made a service charge, but the elements within it varied. For examplétes some s

it was not necessarily entirely cebased, on others it covered all maintenanoosts, whilst on others it included the PLA River

22NJa [AOSyO0S ¥SSo CKSNET2NBE yeé Fylfeara gKAOK T2 Oedaéi SR LIdzNJ
approach. A fair and equitable approach is therefore not to deduct theshservice charges, which were inconsistent. A

standardised approach was developed which treated the combined mooring and service charges as the gross mooring revenue, from
which 15% is deducted for costs (see below).

Maintenance and repair costs aspoportion of mooring revenue

Analysis of the cost information provided showed that, although the level of cost obviously varied due to size, effidentg@me
cases, a few sitepecific factors, there were generally common items for maintenance and repairs.

Costs from each sitwere then assessed against the actual or notional gross mooring revenue (using the wsiddorotional
Y22NAY3 FSS GKAOK gl a y20 FRe2dzAa ISR F2NJ (KS aAisQa  2BbsiAz2y o
a percentage of grgs mooring revenue ranged from 5% to 18%, and the average was 11%.

LG A& AYLERNIFyGdG G2 GF1S8S F LINFIYFGAO FLIWNEBEFOK Ay nNSBcodtdS Ol G2 O

adjustments have been necessary and it is possitaethere is some small degree of understatement or overstatement in the
figures provided to the consultants.

The aim has been to derive a proxy cost rate, based on a reasonable analysis of the evidence. Therefore, in the ratendf the r
15% has beeadopted. This recognises the impossibility of deriving a mathematically accurate percentage to deduct given the wide
range of sites and occupations. It is considered an appropriate deduction from gross mooring revenue to derive the ngt moorin

revenue.
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CKS 2LGA2y 2T 02y ai rtaldosfsIvasicoghBidedd RidzlistproldleinliS givandhatdicensees operate their
sites in different ways. For example some use voluntary labour to undertake maintenance whilst others contract sameutave
achieved better rates for contracted works (as well as other costs incurred) compared to other licensees. Some liceasess hav
river work infrastructure, for example they moor alongside the river wall without the need for pontoons. Argleiply
maintenance costs will be less and they may therefore benefit to some extent by the application of a standard rate. Hmwvever
use of actual costs would require unjustifiably detaistlutiny of accounts and could well result in dispute over hiitems are
admissible and the reasonableness of the co3tise option of cost bandings was also considered but it would be difficult to
distinguish clear boundary lines between different levels of infrastructure.

Thereforeto keep things simple and avoidture disputes, it isecommendedhat this proxy cost rate of 15% should be used and
applied to all licensees. In limited instances it may be possible to identify specific reasons why allowable costs $lighudd be a
particular site. This will reel to be considered on an individual basis but it is expected that any allowance under this heading will be

very much the exception.

Capital

CKAa Aa GKS tAO0SyasSsSqQa AyAGALFE OFLAGIt 2 geiniissién et€. ZTNredrd thriéeh v 3
parties involved in the establishment of a mooring gjtle licensee, the PLA and the riparian leswner. Each contributes an
essential element to the scheme and without all of their inputs the scheme could not taée: pla

1. the PLA contributes the occupation and usétsfiver bed;
2. the riparian landowner contributes their land comprising the riverbank access to the mooring;
3. the licensee contributes their capital and expertise.

tKS tA0SyasSsSqa Oonlidiiedtefthe kadue dnd Ss’sih, Dig notiitdNFe dedmibted from the gross revenue. Equally,
the capital values of the riverbed and access land contributed by the other parties are not to be deducted. (This edefother
inthey SEG & Saf2bfthe Net VW dzbp@ge 45

Cost of capital

Provision of the capital is not a free resource. There is a cost attached to it. The licensee has two choices in ovidbeiig
capital:
They can either use their own money and by so doing toeggo the benefit of receiving interest on it. They also expect

to recoup that capital over the expected economic life of the asset.
Or

They can borrow the capital, in which case they make interest and capital repayments over the economic life
of the asset.

Whichever means of funding the work the licensee adopts, this remains an element of cost that thedibeass from part of their
one-third share because it is part of their contribution to creating the asset. The licensee will only consigesjéne worthwhile if
they can, as a minimum, cover this cosFo§ @St 2 LIYSy (i thieh S 6 4h pateSiBor farther explanatio). With the
licensee receiving the return on their capital within their ethird share of the net value it is nthen appropriate to deduct cost of
capital from the annual runnmcosts. To do so would douldeunt this element.

Sinking fund, depreciation, refurbishment and replacement of the works

If the licensee finances the work by way of borrowing capital, tiesd to be able to repay the borrowed sum and also the interest.
Such repayment would be structured over the expected economic life of the asset. The concept is that at the end of timcecono
life, when the works need rebuilding/replacing, the licensélk be in a position to finance this new capital expenditure by borrowing
fresh capital and starting the whole cycle again. In such circumstances a sinking fund is not appropriate as the cdyaisabsam
borrowed.
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If the licensee has used their own capital, they need to be recompensed for using their own money. The accepted apprazath is t
at the opportunity cost of that money, that is the interest foregone. In this case, additionally they would need to mclmndéeng
fund in order to recoup their capital outlay over the economic life of the asset.

The method the licensee adopts is a matter of their choice. Capital replacement of infrastructure over time is thus ditueepen
borne by the licensee for whicthey are deemed to have made the necessary provision as explained above.

The licensee brings their capital to enable the creation of the mooring. This cost is taken into account because teadiceives
a return on their capital, up to one thirdf ¢he net mooring revenue. Over the life of the scheme, they should make provision for
replacing the infrastructure (as it reaches the end of its design life) by setting aside a sinking fund.

Thus the periodic capital replacement costs should not be deducted as a cost from the gross mooring revenue. To loztkert it a

glex AT (KSe& gSNB RSRdzOGSRI G(GKS tA0SyasSS g2dzZ R y2iobldbey STTSO

requiring all three parties to fund the capital from the gross mooring revenue. This could be double counting and leaes litt

value remaining.

Land access

The riparian landbwner contributes the use of their land for access to the riverkgfmoorings§ KA & A& SELJX F Ay SR ¥ dzN

the Net VI t duBp@ge 45 As one of the three essential parties, the riparian tamaher is entitled to onehird of the share of the
net value created. Therefore land access costs paid by a licanse®t to be deducted from the gross mooring revenue since they
are already taken into account as otterd of the share of the net revenudn some cases the licensee may also own the land. In
this case they are bringing two of the three essential edats to create the moorings and are entitled to ttlurds of the value
created.

VAT

The issue of VAT in relation to River Works Licences and residential moorings was raised by licensees during thesraview; it i
complex matter. However, being the amgaltion of a tax, it is outside the scope of the review, and is a matter for the PLA, the
licensee and HMRC.

LOS 2KINF NBaAaARSYy(GAlf Y22NAy3das YAy3adQa / Nraax
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Share of the net value

There are three parties involved the establishment of aesidentialmooring; each one controls assential element to enable its
creation and value to be unlocked, as previolg LI Ay SR 6488 W/ | LA G bripage a3SThéydre2 y  dzy RS NI W/

1. thelicensee, who contributes their capital and expertise;
2. the PLA, who grasthe use ofits riverbed by way of a River Works Licence;

3. the riparian landowner, who grants the use of their land for access to the moagiimgome cases they may
also be thdicensee, or the PLA).

tKS LINR2SOGE AdSd (GKS ONBIGAZY 2F GKS Y22NAy3As Ol yegpedachi | 1 S LJ
has equal strength and therefore is entitled to an equal share in the net value.

In order to erter into the deal, the licensee needs to be satisfied that they will receive a fair return for their contribution. They need

a return which remunerates them for the cost of their capital, plus their risk and profit, otherwise there is insufficiemtivia. In

GKS S@Syild 2F (GKS tA0SyasSsSqa Ay@gSadyYSyid LINRPGARAY3I ¥ AyadzdFTio.
licensee. This would require an adjustment to the shares of both the other parties.

The approach of adopting equsthares is based on case law (the 1961 Lands Tribunal case Stokes v Cambridge which decided that,
RSLWISYRAY3I 2y (GKS LI NIASaQ & NBayen it shauld beirétéd thatl Stoked v GamtiidgReach 8f dzLJ (i
the two parties owned lad which was to be part of the development, whereas in respect of River Works Licences, of the three

parties required to create the asset, only two own land. The third, the licensee, seeks to make profit from the otheNfivdipd & Q f | y

by carrying out thelevelopment; they bring their capital and expertise but no land.

The approach is also based on existing agreements between the PLA and licensees. The consultants reviewed all of thke resident
agreements for new moorings entered into since the 1980smta percentage share of the value is included in the terms. The
agreements show that the percentage agreed has increased (presumably as river living has become more popular and new mooring
developments have taken place). Of necessity these agreemantstb remain confidential. The pattern of increase is shown

below:
1980s 20% of gross mooring fees
1990s 25% of gross mooring fees

Post 2000 33% of value this is illustrated in Agreement A below.

Agreement A was a new licence entered into withie tast 11 years. The term is in excess of 50 years. It

includes a provision for the PLA to receive 50% of any sums received on future disposals of berths. In addition the
annual sum is reviewed to market rates on-gearly cycle with annual adjustmenbased on the lower of RPI

change or increase in charges for cargo.

These licences were freely entered into by all parties.

The newest agreements (although few because there have not been significant numbers of new residential mooring schemes over
the years) have shown that new licensees were willing to go ahead on the basis of an equal split between the licensee and the PLA
This supports the concept that 33% is reasonable on the basis of each of the three parties being an essential requirdment for
mooring scheme. Hence theyowld be entitled to an equal onthird share.

However we believe thad case may be made that the ott@rd share is slightly high in respect of old/existing licences. This is
because the market has subtly changed in regesars to a scenario whereby the new developer sells longer terriceices
which provide upfront capital sums helping to defray their construction costs. This is in addition to the annual RWtHes whi
subject to review.
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In considering the pos2000 licences which have been agreed, we believe that the receipt by a developer of capital premiums is
likely to form an element in their considerations when agreeing terms with the PLA.

Such facility may not always have been open togxisting licencesin recognising this issue we recommend that the percentage
appropriate to the PLA should be 30% of the net mooring revenue.

30% of net mooring revenue equates to 25.5% of gross mooring revenue. For example:
Say gross mooring revenue = £1,000
Less £15@eduction for costs (i.e. 15%) leaves £850 net mooring revenue
30% of the net £850 = £255

£255 is 25.5% of the gross £1,000

As noted above there are reference points from earlier agreements at 25% of gross mooring fees which support this approach.

Thedivision of the value created reflects the status of each of the three parties-deadent participants in the 'deal It provides

certainty and manages expectations between each of the three parties about their reasonable share, preventing akingrata

dzy NBI a2yl ofe KAIKSNI aKFENB GKFIy (KS 2G0KSNE® ¢t Kadridt exeftS t [ | Qa &
monopoly position over what is entitled to. It also provides a mechanism for the River Works Licence fees to rera&@artte

proportion of the value of the mooring into the future.

|l 26 R2Sa (GKAa O2YLINB (G2 (G4KS NradSa 2F 20KSNJLR2NI |yR Yy
20067?

Firstly, therecommendedormula equates to 25.5% of gross mooring value.

There is a broad range of reference points from the other navigation and port authority rates ranging from 9% to 50%. It is
important to understand what exactly these rates take into account when corisgléneir relevance and making comparisons. As
set out in Part 3, there are different rates for different circumstances.

¢CKS .2 dgi» NI GS Aa ol aSR 2y ,and BereforeNd gperadr is ldo thiar@ell ibravacanyrths. 2800 dzLJ
GKS 621 0da R2 V 2led théyOaxpptheripatea lad®ip y SNDa 6SR 2F (GKS YINRYIl o ¢ KS|
rate to be lower. The Medway Ports 12.5% charge &iditionti 2 | o6+ aS NBy (i o ¢KS .2 pnier WSYR 2
to reflect the fact that there are only two parties involved and there is usually minimal cost or risk.

CKS / NRoyQad YAWAHHOMNT (i8S I/ IRKSNI I dzi K2NRAGASEQ YIENRYLF NI GSa 0S8
marinas. Such sites rmoally involve considerable investment e.g. excavation, road access, parking and buildings (in addition to piles,
pontoons and services) to make a marina viable. The marinas are mostly for leisure use, for which demand is arguatéylower t

residential marings in London. Overall they have a different profile of use, cost and risk.

¢CKS t[! Qa Hnannc LINE Lyddsréntalvalue of thehdibehoatdre the mo@ifgThé rec®mmendation is for 30%
of the netvalue ofjust the mooring The ecommendation would result in a lower RWL charge than the 16.66% prolﬁosal.

18 Dutch barge for rent in Hammersmith at £450 per week (Riverhomes, August 2011). Say a rent of £400 is agreed, givipgpE£206886% of
the gross rentvould be£3,465 as the RWL fedpplying our formulanotional annual mooring fee of £326 Less 15% costs gives £277Mattiply
by 1.14 weighting for Hammersmith = £316. £316 x 25 metres = £7,900 net mooring revenue. 30% R®/2,376.is
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Working examples

The following examples demonstrate the application of the formuitaey are purely hypothetical’hey do not show any sie
specific factors which may be agreed in practi€be fees are ex VAhd calculations are rounded to the nearest pound

Hypothetical howseboat in Chiswick, 20m x 4.5m

Londonwide notional grossnooring fee is £3@ per metre
Houseboat is locatd in Chiswick, so multiply326 by 1.06 gives £3462 NJ i KS & gras$n0atingyed (i A 2
Houseboat beam is 4.5 metres so no width adjustment

Houseboat is 20 metres long so multip46 by 20 = £,920notional grossmooring revenudor the boat
Calculatecosts: 15% of £326 igl8 costs per metre Multiply by 20 metres gives £9&msts
£6,920 mtional gross mooring revenue less £980 costs gives £Hm8d0otional mooring revenue

30% of which is the River Works Licenharge of £1,82

Hypothetical houseboat in Wandsworth, 27m x%Bn

Londonrwide notional gross mooring fee is £326 per metre

| 2dzaSo21 G Aa t20FGSR AY 2| yRag2NIKX a2 YdAZ GALX & Mo
Houseboabeam is 6.5 metres so adjust £339 by +30% (3 increments of 10% for each half metre above 5 metres
Houseboat is 27 metres long so multiply £441 by 27 = £11,907 notional gross mooring revenue for the boat
Calculate costs: 15% of £326 is £49 costapetre Multiply by 27 metres gives £1,323 costs
£11,907notional gross mooring revenue les$,823costs gives £0,584net notional mooring revenue

30% of which is the River Works Licence charge df783,

Hypothetical houseboat in Bretford, 22m x 2m

Londonwide notional gross mooring fee is £326 per metre

Houseboat is located in Brentford, so multip82Bby 0.83 givesZ/1F 2 NJ 1 KS &aAiSQa y20A2
Houseboabeam is 2 metres so adjusRZ1by-33% for narrowboatsinder 2.4 metres =182

Houseboat is 22 metres long so multiply82 by 22 = &,004notionalgrossmooring revenue for the boat

Calculate costs: 15% of £326 is £49 costs per metre Multiply by 22 metres gives £1,078 costs
£4,004 mtional gross mooring revenue less £1,078 costs gives £h8R6otional mooring revenue

30% of which is the River Works Licence charg&8o8£
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Individual licence eviews

C2NJ I ft tA0SyasSSa sK2aS8S t A0Sy O0S G S NbhedormNBWoSliNDe applied eac siedr¥d (2 6 S |
determine their annual sum payable. For those licensees whose licences include different terms, e.g. a percentage of mooring

income, the formula would also be applied each year using their actual mooring feeapplyyng the notional mooring fee to their

site.

The formula is the only calculation each year. RPI or other adjustments are not relevant because the charge will tragkioneske

of residential mooring fees in London (which could go up or down) amill ibe upto-date each year. This replaces the previous

LN} OGAOS 2F LISNA2RAO NBGASsa 2F (KS tA0SyasSsSaqQ OKINHSAE dzaiy3
Only occasional sitepecific checks are advisable to ensure that agrged sitespecific allowances are still applicable and to identify

any new factors that may affect value.

It should be noted that the terms of some licences stipulate a specific review pattern, usualfgdinhg, with annual adjustments to

the fee between reviews, usually RPI. In these cases, the formula could only be applied on the review date, for example every five

gSI N& o ¢KS t[! FTYR tA0SyasSS INB Wt201SR AyQ (2 (KSpafib A OSy O
licensees, which is unavoidable, but at least the method of charging is consistent. The licensee could approach the Rietvwith a

to varying their licence terms if they wanted to.

In summary, the charge tracks market values each year (which could@odapn). It is derived from publicly available information
FYR A& GKSNBT2NBE O2YLX SGSte 2Ly (2 @GFtARIGAZ2Y D Chiug it A& y2
areview. Market activity and trends can be monitored bgrisees, thus aiding predictability. It is also likely to be a stable method

since the two elements on which the formula is based are relatively stable:

1. The Londorwide fee is @rived from a large sample of B&tes (see Appendix |), therefoamy sigrficant changes at an
individual site, or the addition of new sites, will have less impact on the overall fee.

2. The geographical differentials are likely to remain relatively stable, and would only change when one postcode becomes

more attractive/valuablefor example by development.

Review of the effectiveness of the recommended charging methodology

If the recommended charging methodology were to be adopted, it is recommended that a basic review of its effectiveness is
undertaken two to three years &t its implementation. Care needs to be taken to ensure that the methodology and each element
of the formula remain appropriate. After this review, a suitable time period should be agreed for the subsequent revidwautidc

be anywhere between fivand ten years. There needs to be a willingness from all sides to openly review the scheme.
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Large multitenanted houseboats

There are a few large purpodmiilt floating structures or vessels divided into units on the River which are occupied by multiple
tenants and operated on a commercial basis. It is recommended that theseauncitpied houseboats should be defined as hgvin
three or more rooms or units for let (based on current information).

They effectively behave like lafimhsed bedsits and the value created is from the room rental rather than the ability to moor a
houseboat for occupation by one household. The consitien should therefore be a matter of commercial negotiation, with the
starting point being onehird of the net rent (i.e. identifying gross rent and making appropriate allowances typical to letting
valuations) although it will also depend on the partautircumstances of each case.

The licensee could provide the PLA with their accounts. Alternatively, if the licensee is unwilling to open their vkt réojuire
the PLA to use reasonable estimates and market evidence of lettings in orden® a@rthe River Works Licence charge.

New licence agreements

For new agreements, the recommended charging method should apply to the annual charge.

It is essential to ensure that the terms for new developments are open enough to enathlthe develger (prospective licensee)
andthe PLA sufficient flexibility to agree terms as appropriate at the time. Within the context of a new development both parties
need to be able to negotiate the viability of a propbeéth sufficient manoeuvrabilityo ensuke that the project can take place. To

be too prescriptive could restrict developments and thus restrict supply of new moorings. For this reason we thereforeeedomm
that the charging method should apply to tleenual chargdor new developments, but thaadditional terms can be freely

negotiated.

Much better predictability of the annual charge will enable reasonable and more reliable assessments of viability antioregotia

Another result will be that prospective moorers at a new site would be betide to make an assessment of what they are prepared
to pay for any premium because they will know what the annual sum is likely to be (by applying the formula).
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Assessment of the recommendations

The terms of reference required thecommendationgo provide a greater degree of transparency and predictability for the PLA and
licensees, taking account of the Act, and which commands a reasonable degree of support from the houseboat community. The
Steering Group also agreed similar @g&s criteria along these lines.

During the review and public consultation, it has been clear that there are some fundamental principles that some péloplerdisl

simply do not accept. Therefore it is impossible to recommend an approach that everylbagnee with. However, in the

O2yadzZ GyiaQ AYyRSLISYRSyl LINBPFTSaaAz2ylt @ASs> (GKSAS LINARYyOALX Sa
Our aim is, and has been, to develop a clear, consistent, reasonable approach to charging, given the parametersowednkav

within. The recommendations are therefore assessed below on that basis.

Merits

- ltis a clear, simple formula, with simple adjustments to take account of local circumstances.
Therefore the River Works Licence charge is predictable.

- Itis a common and equitable formula for all 35 licences (out of the 41 where it can be applied) despite the
great variety of licensees and mooring arrangements. It provides scope for each individual situation to be
assessed on its own merits within a ststent framework.

- Actual mooring revenue is clear, unequivocal and easily validated

- Notional mooring revenue is estimated reasonably by using mdréeed mooring fees, which are the prime
indicator of value. They are set by the market with the PLAnlgavwo influence on the majority of the fees.

- Itis based on prevailing market values, which are easy to monitor and therefore transparent. Thus the charge
tracks market movements (and could go down or up) and requires no other adjustments. It ised{stollbe a
stable method since the two elements on which it is based are stable:

i It is derived from a large sample of sites, therefore any significant changes at an individual site, or th
addition of new sites, will have less impact.

ii. The geographicalifferentials are likely to remain relatively stable, and would only change when one
postcode becomes more attractive/valuable, for example by development.

- The annual sum payable is always current. Periodic reviews are no longer necessary (unlesgistipalate
licence).

- ltrequires a simple annual review of published residential mooring fees across London, and the London
Property Watch values, which is also more eef$éctive for the PLA to administer.

- Itis comparable with established industry praetemong other navigation and port authorities whose charges
are based on a percentage of mooring revenue.

- It provides certainty and manages expectations between parties about their reasonable share of value,
preventing anyone taking an unreasonably higbleare than the others. Thus it provides a mechanism for the
River Works Licence fees to remain the same proportion of the value of the mooring into the future.

- ltreduces scope for subjective judgements which can lead to disputes.

- It provides a less formi@nd less costly first stage in dispute resolution which should reduce the
further need for arbitration.
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Demerits

- Using the notional mooring fee and location adjustments is not a perfect model for estimating market value. H
there are too few comparables on the tidal Thames to provide sufficient mooring fee comparables, which are

considered the prime indicatorf walue.

- ltis a subjective approach to decide which sites are competitively priced and included in the basket for the no

mooring fee each year. However reasonable justification needs to be provided for excluding sites, if challengt

- The locatbnal adjustments rely on London Property Watch, but after research, this site was chosen because it
very good sized samples per postcode which avoids any anomalies skewing the result in smaller samples. P«
the site may cease to operate the future. It is anticipated that similar sites would take its place or that a suitabl

alternative could be sought.

- ¢KS FLIINRIFOK R2Sa vy specific jaciorsdaiti &llowancesYideyisiz® andien and doriistent
application and to avainegotiations and scope for dispute. However, to devise a definitive list is beyond the r¢
the review since it would require a sitg/-site assessment and discussion with both the licenseeth@®LA, to
understand their views. Howevéne PLA haasked the consultants for further recommendations.

- One cost deduction rate for all is a very general approach. However the alternative of using actual costs wou
detailed scrutiny of accounts each year and could well result in dispute oveh iéins are admissible and the
reasonableness of the costs. Cost bandings were also considered but it would be difficult to distinguish clear
boundary lines between different levels of infrastructure.

- Where a mooring provider charges mooring fees, é &ibjective approach to decide whether their rates are mar
priced and to use their actual mooring fee or whether to apply the notional fee. However the consultants foun
relatively straightforward to establish during discussions with the mooringiders. If the PLA were to apply the
notional fee instead of using the actual fee, and the licensee disagrees with the approach, the licensee could |
matter to the Dispute Resolution Panel.

- The approach for large multenanted boats relies on the licensee providing the necessary information, and thai
PLA has limited power to require its provision. If so, the PLA will need to use reasonable estimates and mark|
evidence of lettings. [ potentially a subjective judgement on what constitutes a large reeriinted houseboat,
but the recommended definition is houseboats with three or more rooms/units for let (based on current inform|
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Dispute resolution

The principles of the recommended formula have takerra year to develop, following consultation and engagement with all
parties, and have been based on an independent legal opinion, current UK practice and market evitienmeblic consultation
highlighted some disagreement witsome of the principles of the formula, but the Dispute Resolution Panel will not be sufficiently
conversant with the issues mompetently considethem and make a recommendation on the principles of the formula. Therefore i
has to work within the parameters of the formula.

The public consultation showed interest in an Ombudsman, which the PLA should note and considike!|yitemit of an
Ombudsman in relation to River Works Licences wbeltb considerhow the PLA aahinisters itsstated policy angbrocedures
Their role couldtherefore partlyduplicatethat of the Dispute Resolution Panel proposed belddoweverthe Panel wouldirguably
be more appropriate antietter equipped for the taskf making decisions oapplication of the formula andalug since it would be
chaired by the "luationOffice Agency

The Panelvould focus on the potential areas for dispute:

1. The elements of the formula
Each year the PLA will publish how it has recalculated the Lewiitnmooring fee, including the sites included in the
basket, the published rates of the operators and location weighting index that it has used. These can be easily vatigated si
the information would be in the public domain, and challenged with sigt&lvidence. Licensees would also have the
opportunity to challenge why certain sites have been excluded from the basket and the method of any decapitalised
premiums that the PLA may include. There is a recommended timesdalki@ & SOUG Amyaladd 2NRA PR €SS Q
page 3l which sets out key dates including a window for disputing the Lorwliole mooring fee before it takes effect.

2. The application of the formula
The PLA will need to agree any ssgecific factors and adjustments with thieensee at the outset and record these clearly
for future reference, and also ensure that the dimensions of the boat(s) in occupation are correct. In the case ofa license
who charges mooring fees, the PLA will need to confirm whether the formulanig tegir published rates or if the notional

mooring fee has been applied, and why. These are all issues which could be referred to the Dispute Resolution Panel.

Dispute resolution
If a licensee disputes any elements of the formula or its application as outlined above, sthgeedispute resolution process is
recommendedas below.There should be a specified time limit for both parties to comply with at each stage.

Stage 1 PLA licensing team

If the matter is not resolved

Stage 2 River Works Licence (residential) Dispute Resolution Par

If the matter is not resolved

'

Stage 3 Arbitration

Stage 1 PLA licensing team
The licensee liaises directlywithK S t [ ! Q& t A0Sy aAay3 (SIYX adldAy3a GKSANI OFL&sS Ay
PLA has one month to:

- conduct a review as to how they have applied the formula to that licence;

- consider the case and evidence put forward by the licensee

- provide a written response which clearly states their conclusion, rationale and any action proposed.

If the matter is not resolved or the licensee is unsatisfied, they can refer the issue to the second stage:
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Stage 2 River Works Licence (residentiddispute Resolution Panel

Note that the PLA should also be able to refer cases to the DigtegelutionPanel if, for example, a licensee has ignored PLA
notices of review, or has simply registered an objection within the specified tilvtglst theDispute Resolution Panel route to
sorting ait disputes is available it should be noted that this is not the method set out in thé&L#hat remains arbitration and as
such is always open to either party to pursueis anticipated that the PLA woudthly use arbitration as a last resort and after
reference to the Dispute Resolution Panel had been unsuccessful in resolving a dispute.

At stage 2, both the licensee atiie PLA licensing team put their case and supporting evidence to the Panel. Egcimagaelect a
representative in preparing their case and/or attending the panel.

Panel members

It is recommended that there should be three members of the Panel. There were mixed views from the consultation as to its
composition. We believe that the chir should be the District Valuer since the issue centres on establishing a value for River Works
Licences. In relation to the other two members, either both the licenseestanBILA are represented, or neither. We tend to agree
that the panel would béully independent if neither were represented, and in any case, both parties will be making their
representations to the panel during their case. The remaining two members would need to assess the cases neutrally, have no
financial or other close interedh the outcome of the case or River Works Licences generally, and no sympathies with just one side.
They must also have the necessary skills. Suggestions include representatives from the business community e.g. @Bibkrcal Ch
of Commerce, a local Biness, accountant, property professional, regeneration agency e.g. London Thames Gateway, or suitable
person from an interest group such as the River Thames Society. Local councillors or MPs could be considered but mayde unab
commit the time.

ParS f Qa ard®Bo¥td di the process

¢CKS tlyStQa NBYAG Aa (G2 O2yaARSNIGKS RAALIzIS sAlGKAY (GKS 02y
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process of reviewing the case, convening a hearing and providing a decision should normally take one day. On thisHiafsisashe
confirmed that it would fund the cost of the District Valuer, plus reasonable task of the other two Panel members, assuming

their time is provided on a voluntary basis. The two parties in dispute (the licenseth@RiLA) would pay their own costs to

prepare and present their case, which may include their respective expertpm@sentatives.

If the Panel Chair believes the case will take longer, they would need to make suitable recommendations. They would &dso nee
undertake a preliminary review to identify disputes which, in their independent opinion, are unsubstantiavedatious. In such

cases there should be a phearing where the Chairman would recommend terminating the process, providing clear justification.

¢tKS tA0SyasSsS g2dd R &adGAff KIF@S GKS 2LIJ2 NI dzy A TRereford the . ddsRPodDtBeS R 6 dzil

Dispute Resolution Panel itself would normally be free for the licensee other than vexatious cases.

If adopted, the above principles would need to be developed into a more detailed procedure with clear requircimens for
presenting the casand timescales set out for all parties. At the time of writing, the PLA were developing a similar dispute resolution
process with other licensees which could inform the development of this process, or possibly provide it in full.

During he public consultation, it was suggested that the Panel should be extended to other types of River Works Licences. The
practicality of this will depend upon the method for setting charges for other types of River Works Licences, but we reddhanen
the ALA only considers this once it has been established and begun to work effectively.

Stage 3 Arbitration

¢KS tlyStQa RSOAaA2Yy Olyy2i 0SS 0AYRAYy3I 0SOIdzaS SAGKSNI LI NI &
However the Disp@ Resolution Panel should provide a less intimidating and moreetfesitive forum than arbitration. It provides

an intermediate stage for resolving disputes and providing an independent decision. It is therefore hoped that arbitlbberiess

likelyonce the matter has been heard by the Panel.
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