Circular L6/05

Re: National Water Conservation Programme – Increased Funding

A Chara,

I am directed by the Minister for the Environment, Heritage and Local Government to refer further to Departmental Circular L9/03 of 21 May 2003, which notified local authorities of allocations under a new National Water Conservation Programme. 

1. Increased Funding

The purpose of this Circular is to advise local authorities that:

· the current 75% Exchequer recoupment rate for certain elements of the Water Conservation Programme is being increased immediately to 90%

· the new 90% rate is being applied retrospectively to relevant payments recouped by the Department at the previous 75% rate since May 2003

· to retain current water conservation allocations, each local authority must submit an outline work programme in accordance with the deadlines set out in this circular.   

The relevant categories of water conservation works and the level of funding appropriate to each category are set out in Appendix 1 of this circular.   

2. National Water Conservation Programme

Water conservation is an integral component of the Water Services Investment Programme and is a key to the sustainable use of water resources.   Apart from environmental gains, the delivery of additional water supply through leakage control is a viable economic alternative to capital infrastructure provision.  Water conservation also protects capital investment in water supplies and reduces operational costs.  The Minister is anxious, therefore, that each local authority should implement and maintain an effective water conservation programme in its area. 

There are three distinct stages to water conservation.   Stage 1 puts in place water management systems; Stage 2 establishes the basis for proper leakage control; Stage 3 involves infrastructural renewal and rehabilitation.  The works appropriate to each Stage are set out in Appendix 1.
3. May 2003 National Water Conservation Programme 

Circular L9/03 of 21 May 2003 advised local authorities of the introduction of a new National Water Conservation Programme and of the allocation of €276 million in Exchequer funding to enable all authorities to implement water conservation measures in their own areas.  The Department had earlier provided over €63 million to fund water conservation projects by 15 local authorities as a pilot exercise.  

The bulk of the €276 million allocated in May 2003 - €194 million – was provided for network rehabilitation works by those authorities that had already put in place water management systems and had commenced active leakage control under the pilot phase.  The balance of €82.5 million was for the remaining local authorities to initiate systematic water conservation measures in their areas.  Since May 2003, only some €21 million has been recouped from the Department in respect of water conservation works. 

4. Increased Recoupment Rate 

The Minister recognises that the current requirement for local authorities to fund 25% of the capital costs of certain water conservation measures represents a significant financial burden and may, in some cases, have constrained authorities’ capacity to satisfactorily progress these measures.  Accordingly, following a review of the present funding arrangements, it has been decided to increase the recoupment rate to 90% for works previously funded at 75% of approved costs.   

The works to which the higher 90% recoupment rate applies are indicated in Appendix 1.   The increased rate will apply to all current and future rehabilitation proposals submitted by local authorities and approved by the Department for the duration of the Programme.  The 100% recoupment rate for other works remains in place.

5. Retrospective Application of Increased Rate

It has also been decided that approved works carried out by local authorities since May 2003, and funded on the basis of 75% of approved costs, should also attract the new 90% funding rate.  Claims for payment of arrears resulting from retrospective application of the increased rate of funding should be submitted immediately on the Form WCR/1 in Appendix 2.  Only arrears claims received in time for payment this year will be considered for recoupment.   

6. Outline Work Programmes

To ensure that the improved funding arrangements are accompanied by optimum progress on the implementation of appropriate water conservation measures, it is essential for local authorities to review the timeframe within which they can now implement the projects to which the allocations notified in Circular L9/03 apply.   

To this end, each county and city council is requested to submit to the Department an outline work programme of its proposals, together with annual expenditure profiles for the period in question.  The Outline Work Programme Form in Appendix 3 and the Expenditure Profile Form in Appendix 4 of this circular should be used for those purposes.   While the Department would hope for a more optimistic timeframe in most cases, the outline work programme should not in any circumstances fail to take account of the critical milestones set out in Section 8 below.  

In formulating its outline work programme, a local authority should assess its water conservation needs on a county or citywide basis.   This is considered the optimum approach to allow a local authority to decide on the relative priority of schemes under its leakage control and mains rehabilitation programmes and will ensure that the optimum value is obtained from the capital investment involved.   An approach whereby the works to be undertaken, or the areas to be serviced, are determined on an ad-hoc basis is not favoured by the Department.  

A local authority will be in a position to determine any mains rehabilitation (or Stage 3) schemes that it proposes to undertake only when it has largely implemented the water management and leakage control works under Stages 1 and 2 of its water conservation programme.   Once determined, these proposals will collectively constitute the local authority’s mains rehabilitation programme.  The Department intends that local authorities should also submit such programmes for approval in due course before proceeding with individual rehabilitation schemes.    

7.   Mains Rehabilitation

Ideally, those local authorities that had already implemented water management systems and had begun active leakage control under the pilot phase of the National Water Conservation Programme should by now be in a position to embark on network rehabilitation works.   However, the Department acknowledges that local authorities may not yet be in a position to identify their mains rehabilitation schemes.    In the circumstances, those local authorities should, when drafting their outline work programmes and associated expenditure profiles, submit their best estimate of how they propose to spend their allocations on mains rehabilitation projects.   In addition, in preparing the expenditure profiles, local authorities should take account, as far as practicable, of the time required for the necessary investigative studies, project evaluation and prioritisation required in advance of work starting on such schemes. 

Guidelines to assist local authorities draw up their mains rehabilitation programmes are being developed by the Department and will be circulated to county and city councils within one month, at the outset.   These guidelines will focus on criteria on the need for, and prioritisation of, mains rehabilitation schemes and will outline the information/documentation that must accompany the submission of the mains rehabilitation programmes and individual scheme proposals to the Department.  Those local authorities that are now in a position to embark on their mains rehabilitation programmes will be expected to include the relevant schemes as part of their outline work programmes and to demonstrate compliance with the above guidelines, which will be circulated as soon as possible. 

The local authorities that received allocations in May 2003 to initiate water conservation measures in their areas are now expected to proceed with the implementation of Stages 1 and 2 as quickly as possible.  As indicated above, the Department expects that those categories of works will have been largely completed in most cases by the due deadline set out in Section 8 below.   It will then be open to those local authorities to make their case to the Department for increased allocations to fund the mains rehabilitation schemes identified by those works.

8.  Critical Milestones

In order to secure the minimum implementation timeframe referred to at 6 above, the capital allocation notified to each local authority in Circular L9/03 must be fully committed by the following deadlines:

· End 2007 – for water management systems (Stage 1 works) and active leakage control (Stage 2 works) as described in Appendix 1 

· End 2009 – for necessary network rehabilitation (Stage 3 works) identified from the data obtained from the water management systems.  
At a minimum, the Department would expect that:

· water management and active leakage control systems to which the 2007 deadline applies will have been largely implemented by that date, and

· mains rehabilitation works will have already commenced by the 2009 deadline.   

9. Monitoring

Future progress with the implementation of approved water conservation works will be monitored in the context of the Water Services Investment Programme to ensure that the targets set in the work programme referred to under Section 6 above are being achieved.  Any funding not committed by the deadlines under Section 8 above will be re-allocated by the Department elsewhere on the Water Services Investment Programme.   

Authorities are requested to confirm in the Expenditure Profile Form (Appendix 4) that the water conservation allocation will be expended in full or, where appropriate, to identify any potential savings or overruns on the allocation based on the proposed programme of works.   It should not be assumed that allocations will be increased to meet cost overruns until the additional costs are formally approved by the Department.

10. Submission of Outline Work Programmes

Local authorities are requested to submit their outline work programmes to the Department by end February 2006.   This should allow local authorities ample time to critically assess their work programmes and to ensure that the timing and prioritisation of projects, associated scheme costs and expenditure profiles are realistic and reflect the most up to date information available. 

Any queries in relation to this Circular may be addressed to the undersigned or Ms. Nuala Smith at 888 2322.

Mise le meas

___________________________

Colm Keenan

Assistant Principal Officer

Water Services Section

   24 November 2005

Tel: 01 – 888 2106

E-mail:  colm_keenan@environ.ie

To: Each County and City Manager and Director of Services (Water Services)

