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General Consumer Council for Northern Ireland

Water: A Clear Way Forward on Water Reform in Northern Ireland 

Context And Purpose

Few would argue that Northern Ireland needs to increase investment in public services and infrastructure to meet its population’s requirements now and in the future.  Over the decades there has been a steady decline in the quality of many of our public services and infrastructure which makes it increasingly difficult for quality standards and EU legislative requirements to be met.  High quality public services such as education and health and improved infrastructure for water, sewerage and public transport all come at a cost.  An open, transparent and informed debate needs to take place into how much is needed to improve and maintain all our public services and infrastructure, including water and sewerage.  Agreement needs to be reached on how the cost of quality services should be met and contributed to by the Government and the public, and how the most vulnerable and disadvantaged in our society are protected from increased costs. 

In the absence of such a debate, the Government has indicated its proposals for reforming water and sewerage services in Northern Ireland with the planned introduction of a separate water charge from April 2006 onwards.  

The Consumer Council wants to focus future water reform debate on ensuring that Northern Ireland adopts a model that meets our needs.  It is our view that the Government’s water reform proposals do not enjoy consumer confidence or support. The purpose of this paper is to put forward focused, researched and robust alternative proposals, which can form the basis of agreement for the fair implementation of water reform.  It builds on recommendations contained in our 2003 report Paying for Water, and is supplemented by our supporting detailed report Analysis Report: Water – A Clear Way Forward which is available on request by phoning 028 9067 2488 or at www.gccni.org.uk.

The Consumer Council would value your views on the proposals outlined in this paper.   A form is included at the back of this document for you to complete and return.

Our Proposals For A Clear Way Forward

1. Taking The Time To Get It Right 

The Consumer Council has been announced as the water consumer representative body tasked with independently safeguarding consumer interest.  Due to the importance of the issue of water reform and the potential impact on every household, the Consumer Council is investigating the current proposals and their impact on consumers. We have conducted key stakeholder meetings and undertaken additional independent consumer research, ahead of the Government’s Integrated Impact Assessment consultation, which is to due to take place imminently. 

The Consumer Council is concerned that the current water reform consultation has lacked open, timely and clear information and debate on the rationale of the proposals.  Adequate time and discussion is needed to ensure that decision-making and legislation reflect what is best for Northern Ireland.  A timetable to introduce water charging by April 2006 is unrealistic because there are so many unknowns and unanswered questions.  It has also failed to take account of the overall impact on total household bill of the ongoing Reform of the Domestic Rating System in Northern Ireland.  

We would propose that:

Getting it Right - There must be a delay in the reform agenda to provide the necessary time for the Government, key stakeholders and consumers to consider alternative proposals.  This will ensure that any new system is founded on the key principles of fairness, affordability and sustainability for all.    

Northern Ireland has a unique opportunity to develop an open, transparent, long-term and acceptable model for water and sewerage services that is delivered within the context of the EU Water Framework Directive, and builds on best practice examples across Europe, North America and beyond.  The driver for Northern Ireland consumers being asked to pay more for improved public services, including water and sewerage, must be based on the cost and benefit of doing so rather than unhelpful and unfair comparisons with what people pay in the rest of the UK.  

Consumers need to support the reasons why we have to pay directly for water; on what basis we do so and why we may need to pay more.  It is our view that the water reform proposals do not demonstrate value for money for those who can afford to pay, do not provide protection for those who cannot afford to pay, nor do they provide consumers with any incentive to use their water wisely.  These views are reflected in the independent consumer research we have conducted so far which includes consumer feedback, public reaction and detailed discussions with key interested parties and consumer representatives.

2. A Fair System For All

Consumers accept the principle of paying a fair price for quality, efficient services.  At this point in time it is impossible to give consumers confidence that the proposed charges are fair or cost-reflective due to the lack of detailed information on the rationale, modelling, composition and analysis of the charge.  This is reflected in the Government’s estimation that the average annual charge will range from £315 to £415, a difference of 32 per cent.  The appropriate information must be made available so that it can be scrutinised to ensure that the consumer interest is safeguarded. 

In introducing a separate water and sewerage charge as proposed by Government, it is vital that the consumer’s bill does not include any unnecessary or unfair elements.  Removing these elements will reduce the water charge as currently calculated.  Water consumers must have confidence that the future investment costs are fairly and accurately calculated and that they are not carrying any unreasonable risks that could result in higher bills in the future.  

Elements to Remove from Charge

It is proposed that the Government addresses:

Generations of Under-Investment - Consumer bills should not include a charge for the consequences of past under-investment.  There is no point in picking over the past in terms of our crumbling infrastructure and previous spending decisions. Consumers must not be expected to pay the price for this through higher water charges now and in the future.  Therefore, the Government should provide a cash injection or “peace dividend”.  This would ensure that under-investment is removed from the final bill to customers and that the water and sewerage infrastructure is fit for purpose ahead of consumers taking responsibility for it.  

Don’t Buy Assets Twice - The cost of the assets should not be passed on to consumers in any way.  Rather than the current Water Service assets being written down, they should be written off before new charges are introduced.   Consumers have already bought the Water Service’s assets through a combination of taxation and rates.   They should not pay for them a second time.

No Double Charge - The Government needs to ensure that consumers are not being charged twice for water.  The total household bill must be assessed in terms of how much rates have contributed to paying for water.  Rates bills should reduce to reflect the new water charge being collected.  If rates do not reduce accordingly then all consumers are actually facing increased rates bills alongside separate water and sewerage bills.  Government must justify any increase in rates bills to ratepayers to fund other public services.

Removing Roads Drainage from Bills - The current proposed charge will include the cost of water drainage from roads.  Householders should not have to pay for this, as it is not a domestic service.  It is important because Northern Ireland has more than double the length of road per head of population than the rest of the UK.  We recommend that roads drainage be funded from general taxation and not from higher charges paid by water consumers.  Previous research by the Joseph Rowntree Foundation in GB, on behalf of the Public Utilities Access Forum, suggested that removing roads drainage could reduce household bills by anything up to 10-15 per cent.

What Future Costs are or May Be

It is proposed that the Government addresses:

No Blank Cheques - The Government has indicated that it needs £3bn over the next 20 years to meet the investment needs of the new Water Service.  This figure was first estimated in 2001 and it is essential that consumers are confident that this figure continues to be accurate and reflects inflationary pressures etc.  The Government must provide a full rationale, analysis and breakdown of the £3bn as well as the programme of work it relates to. It must also provide information on the return on investment that consumers will receive in terms of efficiency, cost savings and meeting EU Directives.  Critically, the consumer needs to know the extent to which bills might be projected to decrease as investment progresses over the 20 years.

Potential Future Risks - Any future risk for consumers should be identified and clarified including the implications of removing Crown Immunity and/or legal costs/fines associated with infringement proceedings at European level.  This is particularly so with regard to sewerage; currently Water Service is Northern Ireland’s biggest polluter and the most recent figures from 2002 show that water treatments samples are 69 per cent compliant with EU legislation.  This compares poorly to 99 per cent compliance in some areas of GB. The Government should confirm that water consumers will be protected from any liabilities and will not have to shoulder the burden of risk or suffer higher water bills.  
Application of “Polluter Pays” Principle - Consumers should not pay to clean up water polluted by others.  Therefore, the “polluter pays” principle, which is in line with EU legislation, must be fully applied.  Those who pollute water must pay for its clean up.  

Future Developments - Existing householders should not be responsible for paying the burden of connecting new households and/or developments to the water and sewerage networks.  Using the “polluter pays” principle, those who place additional burdens on the water and sewerage infrastructure should bear the cost of that burden. A “Life Cycle Assessment” should be applied to any new infrastructure or housing development which ensures that the upfront and future costs of providing water and sewerage services to new developments is fully covered by developers in line with the “polluter pays” principle.

Reducing the Impact on Consumers

It is proposed that the Government:

Extend Transitional Arrangements - Given the potential impact on every household in Northern Ireland the Government should extend the transitional period to a minimum of 5 years.  This will reduce the impact on the total household bill.  It would also allow more time for consumers to adjust to the new increased rates and water bills and still meet the Government’s legal obligation under the Water Framework Directive to have a new charging regime in place by 2010.

 3. Metering: Incentive, Protection And Fairness For All 

A charging system based on a home’s capital value does not provide any incentive to conserve water as required under the EU Water Framework Directive, nor does it take adequate account of ability to pay, or the amount of water being used in each household. The Council believes a metering system with built-in protection meets all these needs.   

Metering is the most effective way to provide consumers with an incentive to use water wisely as required by the EU Water Framework Directive.  It also helps to identify leaks in the system and therefore ensure greater efficiency, less waste and reduced costs.  Northern Ireland produces 710 million litres of treated water per day of which 34 per cent leaks into the ground. 

Metering also provides an instrument for protecting vulnerable and disadvantaged consumers using a free water allowance.  This allowance would protect those who cannot afford to pay; large water users; and people with particular health conditions with additional water needs.  Average water usage information provided by metering will allow monitoring of water usage and highlight any potential under-usage of water by vulnerable or disadvantaged groups such as older people fearful of wasting water or not being able to afford to use it.   

It is essential that any new payment method reflects the principles of fairness, affordability and sustainability.  Metering has the support of the public in terms of fairness i.e. paying for what they use.   

It is proposed that the Government: 

Implement Universal Metering - The Government should make an immediate commitment to implement universal metering in all households, with built-in protection for vulnerable consumers.  Universal metering must be implemented in a phased and targeted way with completion within a 3–5 year period as a maximum. 

· People should be allowed to pay on the basis of what they use through a metered tariff, as is the case with electricity and gas, and reflects common water payment practice across Europe, North America and beyond.

· The cost of introducing the universal metering system (current Government estimate of £120 million) should be spread over a 20-year period rather than as a one-off cost as indicated by the Government.  This works out at around £8.50 per household per year based on the maximum possible estimated cost.  

· A fully metered tariff should be used.  In principle this could be based on a block-increasing tariff i.e. the more you use the more you pay.  There would also be a minimum payment level. Those who receive a free water allowance would not start paying a metered tariff until they exceeded their allowance.

· Until universal metering is fully introduced the existing rates system should be used as the primary method of recovering costs. Existing consumer protection available under rates should be applied and encouraged. This recovery should not include the elements referred to in the previous section on “A Fair System for All”.

· Legislation must require developers to put meters into all new homes with immediate effect.

· Any development and/or expenditure on Water Service billing systems should provide for metering to be the universal method of payment. 

Rule Out Voluntary Metering - Voluntary metering, where consumers can opt to install a meter, should not be implemented. Experience elsewhere suggests that it is not cost reflective and leads to lower income consumers paying more to subsidise the bills of higher income consumers. Further, it does not act as an incentive to reduce use overall.


Review Economic Level of Leakage - Metering should be employed as an instrument for greater efficiency in our water infrastructure.  The estimated economic level of leakage, set at 24 per cent for Northern Ireland, is well above levels elsewhere in the UK and Europe and must be reviewed to encourage greater efficiency, less wastage and reduced costs.  

 4. The Government Must Share The Cost Burden 

The proposed self-financing model appears to be driven by HM Treasury requirements rather than by obligations under EU law.   The EU Water Framework Directive does not require the establishment of a self-financing model but rather one that includes an “adequate contribution” to be made by consumers.  Further, provision is made for the Government to take account of social and other considerations.  If self-financing is taken forward in the proposed way it will establish a public services precedent in Northern Ireland.  Consumers who can afford to pay will cross-subsidise those who cannot afford to pay.  It is the role of the Government to make provision for those who are vulnerable or disadvantaged and not other consumers.   

It is proposed that the Government adopts:

Majority Cost Recovery - The future Water Service should adopt a majority cost recovery approach to self-financing rather than a 100 per cent cost recovery one.  In other words, consumers should not bear the full burden of costs including paying for those who cannot afford to pay.  

Adequate Protection for the Vulnerable - The Government should provide finance for protection through a water allowance within a metered system. Social policy should provide adequate protection for consumers who cannot afford to pay.   

Ring-Fenced Funding to Protect the Vulnerable - This protection can be funded by using a proportion of the savings from the cost of providing the existing Water Service to protect vulnerable consumers. This still frees up significant resources to fund other public services.  High-level calculations suggest an upper limit of £60 million per year required to be ring-fenced from the £302 million per year used currently to fund Water Services.

 5. Protection For Those Who Cannot Afford To Pay

Water is essential to life and public health. Therefore, those who genuinely cannot afford to pay should not be burdened further by the proposed water charge.  The levels of protection proposed in the current rating policy review, which are also based on home capital value, are much greater than those within the water reform proposals and yet the households in need are the same.  The Government has a social responsibility to ensure that every consumer is able to afford an adequate water supply. This stands whether that consumer is an older person living alone, a large family on low income with increased water usage or someone in particular personal circumstances requiring support.  

It is imperative that any new system does not cause water poverty and debt problems. Adequate protection must be built in from the outset.  It is calculated that 1 in 5 homes in the UK is in arrears to their water company with a total bill estimated at £1bn.  A greater level of protection than the proposed 25 per cent discount is required if adequate assistance is to be given to those struggling to make ends meet or in particular need.  A water allowance available in a universal metering system offers an effective way to do this. This will help ensure that vulnerable people are not put into the position of reducing the amount of water they need due to worries about being able to afford to pay.

It is proposed that the Government implements:
A Water Allowance - Consumers who need protection should receive an adequate and specified allowance of water, which can be adjusted to suit their particular circumstances.  This will provide protection for all vulnerable and disadvantaged groups because the allowance would be based on each person in the household.  This protection system is used in other countries such as Belgium.  Farms across Northern Ireland also currently have a system of domestic water allowances.  A water allowance could also be used to deliver the Government’s proposed “hardship” scheme.

Social Policy - The Government, and not other consumers, should fund the protection of vulnerable and disadvantaged householders through social policy. Funding for this should be provided through ring-fencing a proportion of the money saved from the existing costs of the Water Service, as described earlier.  

Protection Now - Not Future Optional Provision - Protection for the vulnerable through central Government should be provided now with the funds ring-fenced from the savings from Water Service.  Protection is needed from the outset.  It will prevent money having to be taken from other services in the future to fund the scheme.

Zero Disconnection - Government should have a zero disconnection policy for consumers because water is essential to life and well-being.  An adequate protection system must be put in place for those who cannot afford to pay. 

Debt Management - It is important that consumers pay for the water they use and do not get into debt by either not being able to afford to pay or choosing not to pay. Therefore, there must be adequate and robust debt prevention and debt management strategies in place to protect other consumers. There must also be a range of payment methods to allow people to budget and avoid debt from the outset.

 6. Promoting Water Efficiency 
The water reform proposals have not sufficiently reflected the spirit or premise of the EU Water Framework Directive in ensuring that this valuable and increasingly scarce resource is conserved.  It has been calculated that it is 2 to 4 times cheaper to save water than it is to build a completely new water source.   It is essential that greater water efficiency is actively promoted and legislated for where necessary.   Creative and common sense-based thinking needs to be applied and appropriate regulations must be put in place to meet environmental requirements and drive down consumer bills now and in the future.   

It is proposed that the Government implements:

Building Regulations - The Government must review building regulations immediately to ensure water-efficient developments are delivered, including:

· A requirement on developers to put water meters in all new homes with immediate effect.

· The “polluter pays” principle must be put in place for all developments, as discussed previously.

Making Use of Rain and “Grey” Water - Recycling rain and “grey” water (water that has been collected or already used for some other purpose) can significantly reduce water use when watering gardens, washing cars or flushing toilets etc.  For example, toilet flushing currently accounts for one third of all household water use.  In order to assist in achieving this, building regulations should be tightened and tax incentives offered to require greater use of “grey” water in buildings.  

Targets for Water Efficiency - Water efficiency targets must be set for the Water Service and education programmes established to promote community water efficiency and awareness.  Incentives, fiscal and otherwise, should be explored.

 7. The Right Business Model
The consumer wants a business model that provides a high quality, secure water and sewerage service that is efficient, fair and reasonable.  However, research carried out by the Council in August 2002 indicated consumers were not in favour of a fully privatised model.

It is proposed that the Government provides:

The Best Model - The Government must provide a detailed rationale to support its assertion that a Government owned company (Go-Co) is the best model, compared with other models (such as not-for profit). The model should demonstrate service quality, improved infrastructure and an efficient and effective system to deliver a fair and reasonable price for consumers.
 8. Effective Regulation
The Council welcomes the proposal that the Northern Ireland Authority for Energy Regulation (NIAER) should be the economic and consumer regulator for water in Northern Ireland.  We believe that this is the most cost effective method of regulation. 

It is proposed that the Government provides: 

Regulatory Co-ordination - There should be a high degree of co-ordination between the economic and environmental regulators (NIAER and the Department of the Environment/Environmental & Heritage Service) to ensure consistency of approach and coordinated decision-making. There should also be co-operation between the regulator and the consumer representative, whose roles will overlap.

Adequate Powers and Resources - Adequate powers and resources must be given to NIAER to perform its regulatory role and to allow the role to be established in shadow form ahead of implementation. This is particularly important since reliance is being placed on the regulator to ensure the accuracy and cost-reflectivity of water charges, as currently calculated. 

 9. Effective Consumer Representation
The Consumer Council welcomes the proposal to appoint it as the water consumer representative body for Northern Ireland alongside its existing utilities roles in energy (electricity, gas and coal) and transport.

It is proposed that the Government provides:

Adequate Powers and Resources - It is essential that adequate powers and resources are given to the Consumer Council to perform its role on behalf of consumers.  Resources should be provided to allow the role to be established in shadow form ahead of implementation.  This is particularly important given the fact that decisions made now will have an impact on consumers over the next 20-30 years. 
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WATER – A CLEAR WAY FORWARD

SUPPORT FOR PROPOSALS

Thank you for reading our paper Water – A Clear Way Forward.  The Consumer Council wishes to determine support for the proposals in this paper and would appreciate it if you could indicate your support as summarised below.   We would also welcome any additional comments overleaf.
As a group/individual we/I support the proposals set out in Water – A Clear Way Forward as summarised below: 
1. Taking The Time To Get It Right

2. A Fair System For All

3. Metering: Incentive, Protection And Fairness For All

4. The Government Must Share The Cost Burden

5. Protection For Those Who Cannot Afford To Pay

6. Promoting Water Efficiency

7. The Right Business Model

8. Effective Regulation

9. Effective Consumer Representation

	Name:
	…………………………………………………………………………

	Position:
	……………………………………………………………………………

	Company/ Organisation:
	……………………………………………………………………………..

	Address:
	…………………………………………………………………………….

	Phone No:
	…………………………….. ……………………………………………

	Email Address: 
	……………………………………………………………………………….

	
	

	Date:
	……………………………………………………………………………….


Please return this form to:

The General Consumer Council for Northern Ireland 

Freepost

Belfast   BT4 1BR

Email: info@gccni.org.uk
Fax: 028 9065 7701
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