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OPTIONS UNDER CONSIDERATION DO NOT REPRESENT FSA POLICY 
 

Steering Group on Meat Charging – Summary Options Assessment 
 

Ref Option Summary of Options for Analysis and Evaluation 

0i Do nothing  Continuation of current system of discounts referencing back to 2008/09 data 
 

0ii Do nothing (minus indirect 
costs) 

 Continuation of current system of discounts referencing back to 2008/09 data 

 Indirect costs deducted from industry time costs 

 The discount pot is reduced pro rata to the removal of indirect costs 
 

1Bi Exemption for lowest 
quintile and flat rate 
discount 
 

 The quintile of the smallest slaughterhouses receives a full exemption 

 The discount pot is divided across all hours to give a flat rate 

1Bii Exemption for lowest 
quintile and flat rate 
discount (minus indirect 
costs) 
 

 The quintile of the smallest slaughterhouses receives a full exemption 

 The discount pot is divided across all hours to give a flat rate 

 Indirect costs deducted from industry time costs 

 The discount pot is reduced pro rata to the removal of indirect costs 
 

2Bi Banded discount system 
based on usage of FSA 
time 

 A number of discount bandings operating in the same way as income tax 

 The discount reduces with each band 

 All FBOs benefit from the hours available on each discount band until those hours are used 

 The highest discount band is applied to OV hours first to give some recognition to premises 
with PIAs 

 

2Bii Banded discount system 
based on usage of FSA 
time charging (minus 
indirect costs) 

 A number of discount bandings operating in the same way as income tax 

 The discount reduces with each band 

 All FBOs benefit from the hours available on each discount band until those hours are used 

 The highest discount band is applied to OV hours first to give some recognition to premises 
with PIAs 

 Indirect costs deducted from industry time costs 
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Ref Option Summary of Options for Analysis and Evaluation 

 The discount pot is reduced pro rata to the removal of indirect costs 
 

3Ai Headage rate charging Industry time costs  = Charge per livestock unit 
Total livestock units 
 
Livestock unit = LU 
 
LU x Throughput = LU charge 
Charge = LU charge if > EU minimum 
Charge = EU minimum if LU charge < EU minimum 
Charge = Time cost if Time cost < EU minimum 
 

 Penalty charges if FBOs waste FSA resources 

 Appeal mechanism for penalty charges 
 

3Aii Headage rate charging 
(minus indirect costs) 

Industry time costs  =  Charge per livestock unit 
Total livestock units  
 
Livestock unit = LU 
 
LU x Throughput = LU charge 
Charge = LU charge if > EU minimum 
Charge = EU minimum if LU charge < EU minimum 
Charge = Time cost if < EU minimum 
 

 Penalty charges if FBOs waste FSA resources 

 Appeal mechanism for penalty charges 

 Indirect costs deducted from industry time costs 

 The discount pot is reduced pro rata to the removal of indirect costs 
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Questions for Analysis from Bill Stow 
 
“Each option is likely to raise specific questions but it would help a consistent approach if the starting-point is the same. The 
following list is intended to cover the main issues but is not comprehensive. The Steering Group is invited to comment on them and 
add more.” 
 

No 
 

Question Response 

i)  What will be the impact on FBOs, using 
different scenarios for setting the rates 
either of the throughput charge or the level 
of discount? What arrangements will be 
needed for changing the rates if necessary? 
In what circumstances? 
 

 The ARD analysis will cover the bulk of this. 

 Under 1B the plants falling into the lowest quintile and qualifying for an 
exemption would need reassessing each month and changing.  If this 
exercise were only carried out at the start of the year the system would not 
be equitable. 

 Under 2B the hours thresholds for the bandings would need reviewing 
each year. 

 Under 3A the charge per livestock unit would need recalculating each year. 
 

ii) What scenarios might be used? The base 
case needs to allow the FSA to recoup at 
least as much as it does now either in 
absolute or percentage terms. Is that 
sufficient for analytical purposes? 
 

 This could be achieved under all options.  For example, by working back 
from the current overall industry charge the charges necessary at FBO 
level could be determined. 

iii) What incentives will the different options 
provide for greater efficiency in the use of 
inspection resources – by FSA and by 
FBOs? 
 

 1B includes a cliff edge effect for those who do and do not qualify for the 
exemption.  This may encourage those qualifying for the exemption to try 
very hard not exceed the threshold hours.  As the bulk of FSA resources 
would be allocated to the other quintiles this would not have a significant 
overall impact on efficiency. 

 2B is based on hours and so the driver is to operate as efficiently as 
possible to minimise the charge for FSA resources, subject to other FBO 
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No 
 

Question Response 

considerations. 

 3B is based on throughput and so there is a risk that some FBOs do not 
operate as efficiently as they could because charges are more closely 
linked to throughput rather than time. 

 

iv) How easy will each option be to implement 
and manage? What scope does each 
provide for savings to FSA and FBOs 
through greater simplification? 
 

 1B would not require new charging software if those qualifying for the 
exemption were defined at the start of the financial year and not changed.  
This approach would not be equitable.  If those qualifying for the 
exemption were to be reassessed during the year new charging software 
would be required. 

 1B would require new charging software if the EU minimum calculation 
were to be automated. 

 2B and 3B would both require new charging software. 

 2B provides more scope for longer term administrative efficiencies through 
less reliance on another variable (throughput) in the charging calculation. 

 3B would be more administratively complex with a more complicated 
charging calculation, separate penalty charges and an appeals 
mechanism. 

 

v) How would each option manage in cases of 
unpredictable or highly variable fluctuations 
in demand? 
 

 The FSA would provide the resources to meet operational demand through 
its own staff and contactors’ staff.  If demand were to be lower than 
budgeted there would be likely to be an under recovery and if demand 
were to be higher than budgeted there may be an over recovery on 
budgeted income but not in absolute terms as charges are discounted. 

 

vi) What criteria should be used for a small 
operator exemption or differential 
treatment? Could there be a greater role for 

 Any small FBO exemptions need to be defined by the Steering Group and 
proposed to the FSA Board.  This also applies to differential treatment and, 
as an example, the Steering Group has already suggested time based 
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No 
 

Question Response 

cold inspection and how might that be 
incentivised? 

charging for cutting premises using risk based audits with no discount. 

 Cold inspection remains an option for suitable premises but this is 
separate to discount reform. 

 

vii) Is each option compatible with current EU 
law? How easily could they be adjusted to 
foreseeable changes in EU requirements? 

 2Bi and 3Ai would be compatible with (EC) 882/2004.  1Bi would be 
compatible if the EU minima still applied but this would not be an 
exemption. 

 An option which removes indirect costs could be incompatible with 
882/2004 and it would also not meet the requirements under HMT 
Managing Public money to set charges in a way that recovers full costs. 

 

viii) How would each option incorporate the EU 
minimum charge? 

 If 1B did apply an absolute exemption to the lowest quintile this would not 
be compliant with the EU minimum.   

 2B would discount the charges of larger FBOs proportionately less than 
smaller ones.  In general larger FBOs have been more likely to incur an 
EU minimum shortfall charge.  This would be likely to reduce the incidence 
of EU minimum shortfall charging and there may be other ways of 
addressing the EU minimum. 

 3A would be EU minimum compliant because the lowest amount charged 
would be the EU minimum or the time cost. 

 

ix) Do special arrangements need to be made 
for poultry? Is there a way of incentivising 
the use of PIAs? 

 Whether special provision does need to be made for PIAs is an issue for 
the Steering Group to consider. 

 1B does not appear to make any specific provision for premises with PIAs. 

 2B would apply the allowance of hours with the highest discount banding 
to OV hours first.  This would benefit premises with PIAs because, unless 
operating a hybrid system, there would be no MHI hours. 

 3A does not appear to make any specific provision for premises with PIAs. 
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No 
 

Question Response 

 

x) Might any of the options have unintended 
adverse effects on the quality of inspection 
and therefore on safety and consumer 
confidence? 

 None apparent 

xi) Will transitional arrangements be necessary 
and if so what should they be? 

 Transitional arrangements are an issue for the Steering Group to consider. 

 Transitional arrangements would be a complication that would not help 
with streamlining administrative processes. 
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 FSA Options Assessment 
 

Compliance with 
requirements 

(0i) Do nothing (0ii) Do nothing 
(minus indirect 
costs) 

(1Bi) 
Exemption 
for lowest 
quintile 
and flat 
rate 
discount 
 

(1Bii) 
Exemption 
for lowest 
quintile 
and flat 
rate 
discount 
(minus 
indirect 
costs) 
 

(2Bi) Banded 
discount 
system based 
on usage of 
FSA time 

(2Bii) Banded 
discount 
system based 
on usage of 
FSA time 
charging 
(minus indirect 
costs) 

(3Ai) Headage 
rate charging 

(3Aii) Headage 
rate charging 
(minus indirect 
costs) 

Greater efficiency – 
Operations 

x x ? ?   x x 

Greater efficiency – 
Administration 

x x     x x 

Supports improving 
compliance 

x x ? ? ? ? ? ? 

Supports SMEs 
 

? ?  / ?  / ?     

More equitable / 
balanced discounts 

x x x x  ?   

Lead time for 
implementation 

None Minimal 
Minimal / 8 

months 
Minimal / 8 

months 
12 months 12 months 12 months 12 months 

Compatible with EU 
Regulations 

 x  x  x  x 

Recognition for PIA 
slaughterhouses 

  x x   ? ? 

Meets OGD 
requirements (HMT, 
Better Regulation) 

? ? ? ? ? ? ? ? 

 
Richard Collier 
FSA Head of Finance – Charging 
7 February 2014 


