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3 November 2006

Water Services Investment Programme

Further Revision of Approval Procedures 

1.
General

This Circular introduces a number of procedural changes to further reduce administration requirements associated with the approval of water services schemes.  It augments the devolution of procedures already implemented under Circular L1/06 of 30 January 2006.

2.
Projects Costing Less Than €5m

(a) Paragraph 2.2 of Circular L1/06 set out the arrangements under which greater responsibility for schemes with an approved procurement//construction stage budget not exceeding €5m was devolved to local authorities.   Authorities are generally not now required to submit construction stage briefs and associated fee proposals, contract documents or tender reports to the Department for approval in such cases.   

(b) However, in the case of all Design/Build/Operate (DBO) contracts, Appendix II to Circular L1/06 continued to require Departmental approval to:

· Briefs and Fee Proposals for Clients Representatives

· Tender Documents

· Reports on Tenders.

With immediate effect, the requirements at (b) above cease to apply to the DBO element of any scheme where the procurement/construction stage budget for the scheme as a whole does not exceed €5m.  

3.     Cost Increases on Schemes Not Exceeding €5m 

Circular L1/06 indicated that, in the case of in schemes costing less than €5m, local authorities would be responsible for any increases in costs over the procurement/construction stage budget, other than in exceptional circumstances.  Where an unavoidable cost increase does occur a local authority should apply for an increase in the approved budget and provide a detailed explanation of the reason for the increase.

4.
Approval of Tenders for Traditional Contracts                                                Exceeding €5m 

(a) In addition to briefs, fee proposals and contract documents, Circular L1/06 has also dispensed with the need for local authorities to submit Reports on Tenders to the Department for traditional style contracts not exceeding €5m in value.  

(b) Paragraph 2(b) above extends the same arrangements to DBO contracts in schemes not valued at more than €5m.  

(c) The need for local authorities to submit Reports on Tenders to the Department is now also being dispensed with for all traditional style contracts, irrespective of value, where:
· the tender price does not exceed the previously approved Procurement/Construction Stage Budget estimate by more than 10%, and

· the most economically advantageous compliant tender is being accepted by the authority.  

Instead of a Report on Tenders as at present, local authorities should submit a completed Form WSIP/11 (Appendix 1) to the Department in respect of tenders for all contracts covered by (a), (b) and (c) above on the same date as the authority issues notification of intention to award a contract to the unsuccessful tenderers.  The WSIP/11 is required for programme monitoring purposes and is necessary to facilitate payment of the 5% advance due to local authorities on signing of a contract.  

All other provisions of Circular L1/06 continue to apply, including the need for Departmental approval of Contract Documents for:

· traditional contracts exceeding €5m

· schemes involving a DBO element where the overall value of the scheme exceeds €5m.  

Appendix 2 sets out in detail the documentation to be submitted and approvals required from the Department in respect of all contracts.  It replaces Appendix II of Circular L1/06.  

5.
Water Services Pricing Policy

Water Services Pricing Policy is set out in detail in Circular L16/02 and continues to apply to all schemes in the Water Services Investment Programme.  

However, to free up local authority and Departmental resources the requirement for authorities to submit detailed Water Services Pricing Policy Reports for each scheme is being discontinued.  In future, the appropriate non-domestic capital contribution will ordinarily be determined using a standardised calculation methodology.  Appendix 3 contains an illustration of the Water Services Pricing Policy Report Form (WSIP/12) to be used for this purpose.  It replaces the summary form in Appendix V to Circular L1/06.

The new Report Form should be furnished to the Department in all cases where a detailed Water Services Pricing Policy Report has not already been submitted.  If a Water Services Pricing Policy Report has been furnished to the Department but no determination has been made on it, the authority may opt to withdraw the Report and to substitute Form WSIP/12 for it.  In any instance where a local authority considers that the standardised calculation methodology is inappropriate, the authority will have the option of preparing a full Water Services Pricing Policy Report, as at present

6.
Electronic Version of Form WSIP/12

An electronic version of Form WSIP/12 is available in spreadsheet form on the Water Services National Training Group’s website – www.wsntg.ie.  This electronic version produces automatic calculations and only requires limited data input by local authorities.

7.
Affordability
Water Services Pricing Policy determines the proportion of the capital cost of a scheme to be funded by the non-domestic sector.  Generally the Department provides the full cost of services for the existing domestic population, with an allowance for organic growth, plus up to 40% of the cost of servicing planned residential development.  Departmental funding under the foregoing arrangements is always subject to the related costs being regarded as reasonable in terms of affordability.  The cost of a single house wastewater treatment system is taken as a reference point in that context.  

To bring greater clarity to the affordability issue, specific cost criteria will henceforth be employed to determine the limit of Departmental funding for new sewerage infrastructure.  In such cases the maximum contribution by the Department is being set at €10,000 per existing house to be served by the scheme.  The same maximum allowance will be made for organic growth within the existing network.  A maximum additional provision of 40% of that contribution, or €4,000, will be made in respect of each planned new house outside the existing network.  

In formulating proposals for approval under the Water Services Investment Programme, local authorities should take account of the specific funding parameters for servicing the domestic sector, particularly in relation to the extent and scale of collection systems and the capacity at treatment plants.  Notwithstanding the fact that the Department’s contribution will be determined in accordance with those parameters, it will of course be open to a local authority to carry out additional or more costly works using other sources of funding, e.g. development levies.

The maximum Departmental contributions set out above will be reviewed after a period of 12 months in operation. 

8.
Serviced Land Initiative
A separate circular will issue shortly revising and simplifying approval procedures under the Serviced land Initiative.

9.
Further Information
This Circular should be brought to the attention of all administrative and engineering personnel involved in water services projects.  Enquiries may be addressed to Mr. Tom Walsh, Tel: 01-8882168, e-mail: tom_walsh@environ.ie. 

_____________

Terry Allen

Principal Officer

Water Services Section

To: 
County and City Managers

Directors of Services (Water Services)

APPENDIX 1

WSIP/11

Certificate of Director of Services of Proposal to Accept Most Economically Advantageous Tender 
	Local Authority:      ________________________________________________________________________    

Name of Project:     ________________________________________________________________________

Name of the successful tenderer _____________________________________________________________

Value of successful tender (including VAT) €___________________________________________________

Contract No:           _________________________________________________________________________

Approved Contract Budget (including VAT) €___________________________________________________

	


_________ City/County Council has today issued notification to the unsuccessful tenderers of its intention to award a contract in respect of the above contract.

I certify that: 

1. the tender and evaluation complies with the relevant version of CONDOC;

2. the scope of the contact is in accordance with the approved Contract Documents;


3. any tender non-compliance issues have been appropriately addressed by the Council;


4. notification has been given to tenderers where tenders have been deemed non-compliant or otherwise eliminated;







5. any “Monitoring Compliance” requests received have been properly dealt with;
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the most economically advantageous compliant tender is being accepted.


Signed:     _______________________________________                 Date:  __________________

                            Director of Services

APPENDIX 2

Documentation to Accompany Submissions at Critical Stages of Projects

Summary of Key Department Approval Stages:

	Key Approval Stage
	Department Approval Required [Yes/No]

	Brief for Preparation of PR (including Planning Stage Budget)
	Yes

	Preliminary Report (including Construction Stage Budget & WSPP Report)
	Yes

	
	Projects < €5m
	Projects > €5m
	

	Brief for Clients Representative
	No
	No
	

	Fee proposal
	No
	No
	

	Contract or Tender Documents
	No
	Yes
	

	Report on Tenders
	No 

(except in exceptional circumstances)
	Yes, but not for traditional style tenders covered by Paragraph 3 of this Circular.
	

	Final Report/ Payment Application
	Yes
	Yes
	


1. Brief for Preparation of Preliminary Report
· Brief

· Completed PCS forms APCS3A and APCS5/1

· Planning Stage Budget application (see Appendix III of Circular L1/06)

· Budget estimates report (report supporting components of budget price)

2. Preliminary Reports
A letter from the Director of Services accompanied by, but not limited to, the following:

· The Preliminary Report and any appendices and drawings

· A detailed local authority technical report summarising the Preliminary Report and demonstrating compliance with the approved Design Brief.

· A Public Private Partnership Assessment report if relevant.

· A Water Services Pricing Policy Summary Form (with required drawings) (Appendix 3 of this Circular) and, if appropriate, a Water Services Pricing Policy Report

· Completed PCS form APCS8

· Programme for delivery of the project

· Technical Scoping Document for Contract Documents (Appendix I of Circular L1/06)

· Procurement/Construction Stage Budget Application (Appendix IV of Circular L1/06)

· Report supporting the budget application providing a detailed total cost estimate for the project, setting out the basis for cost estimates

· Recommendation on number, grade and employment duration for site supervisory staff.

3. Contract Documents
A letter from the Director of Services accompanied by, but not limited to, the following:

· Contract documents with any appendices and drawings

· A technical report confirming compliance with the approved Preliminary Report or highlighting any departures therefrom.

· Technical Scoping Document for Contract Documents

· Certificate of Completion of Planning

· A report addressing the status in respect of issues such as planning compliance, wayleave and land acquisition, etc.

· An updated detailed total cost estimate for the contract.

· An updated Water Services Pricing Policy Summary Form (Appendix 3 of this Circular)

· The Preamble to the Bill of Quantities and a list of Items, and their values, proposed to be included in Part 1 (General Items) of the Bill of Quantities for Civil contracts. In the case of Mechanical/Electrical contracts similar information is required in relation to the Schedule of Prices.

4. Reports on Tenders
A letter from the Director of Services accompanied by, but not limited to, the following:

· A technical report confirming:

1. compliance with the relevant version of CONDOC,

2. that non-compliance issues have been properly assessed,

3. that notification has been given to tenderers where tenders have been deemed non compliant or otherwise eliminated

4. if any “Monitoring Compliance” requests have been received.

5. that corrections of arithmetic errors have been properly applied,

6. compliance with the approved Contract Documents, or otherwise outlining any variations therefrom,

7. that any significant difference between the pre-tender estimate and the recommended tender sum has been properly addressed in the tender report.

· An updated Water Services Pricing Policy Summary Form (Appendix 3 of this Circular)

· A Manager’s Order in relation to the recommendation.

· The three most economically advantageous compliant tenders.

· The Consultant’s Report on Tenders with a copy in electronic format.

A suggested format for Reports on Tenders is in Appendix VI of Circular L 1/06.

5. Final Account Submissions 

A letter from the Director of Services accompanied by, but not limited to, the following:

· Contract Final Account Reports (in accordance with Appendix 2 of Circular L4/99)

· A local authority technical report addressing the Final Account, highlighting cost increases over tender prices, if any, and justifying these under the headings detailed in Appendix 2 of the Circular.

· A Manager’s Order accepting the Final Accounts.

· Confirmation that adequate ‘As Constructed Drawings’ are in the possession of the local authority.

· Confirmation that the works completed conform with the approved contract documents or, for schemes less than €5m, the approved Technical Scoping Document.

· Final WSPP Summary Form
· Final Form A (Circular L18/03).

APPENDIX 3

	
	
	
	
	
	

	Water Services Pricing Policy Summary Form
	Version 1

	
	
	
	
	
	29.09.06

	Scheme name:
	 
	

	Project Name
	 
	

	WSIP Estimate
	 
	 
	Latest Estimate
	 
	

	Previous Reports
	 
	

	Stage of Report
	 
	 
	 
	

	Date of run
	 
	
	
	
	

	Population
	
	
	
	click for guidance

	Domestic population in area served by network
	 
	 
	[image: image2.emf]Guidance Notes


	

	Allowance for organic growth within existing serviced network
	 
	
	

	Eligible Domestic Population
	 
	 
	0
	
	

	Future additional Domestic Population
	 
	 
	 
	
	

	
	
	
	
	
	

	Load              Units (p.e. for SS, m3/d for WSS)
	
	 
	
	
	

	Existing Domestic
	 
	 
	
	
	

	Allowance for organic growth 
	 
	 
	 
	
	

	Eligible Domestic
	 
	0
	 
	
	

	Future Domestic
	 
	 
	 
	
	

	Non Domestic
	 
	 
	 
	
	

	UFW (to be entered for WS schemes only)
	 
	 
	
	

	Total
	 
	                       -   
	
	
	

	
	
	
	
	
	

	
	Treatment
	Storage/Pumping
	Network
	Total
	

	Contract Costs
	 
	 
	 
	€ 0
	

	Exponent
	0.75
	0.75
	0.5
	 
	

	Independent Cost
	 
	 
	 
	€ 0
	

	Independent Cost [%]
	0.0%
	0.0%
	0.0%
	0.0%
	

	Specific Costs, Non Domestic
	 
	 
	 
	€ 0
	

	Specific Costs, Future Domestic
	 
	 
	 
	€ 0
	

	NDMC
	€ 0
	€ 0
	€ 0
	€ 0
	

	Future DMC
	€ 0
	€ 0
	€ 0
	€ 0
	

	Eligible Domestic Cost
	€ 0
	€ 0
	€ 0
	€ 0
	

	
	
	
	
	
	

	Cost Breakdown
	Domestic
	Future Domestic
	Non-Domestic
	Total
	

	Contract Costs
	€ 0
	€ 0
	€ 0
	€ 0
	

	Non-Contract
	 
	 
	 
	 
	

	   Land/Wayleaves
	€0
	€0
	€0
	 
	

	   Fees
	€0
	€0
	€0
	 
	

	   Site Supervision
	€0
	€0
	€0
	 
	

	   Road Reinstatement
	€0
	€0
	€0
	 
	

	   Other
	€0
	€0
	€0
	 
	

	Adjustment of Non-Contract Costs
	 
	 
	 
	 
	

	Total
	€0
	€0
	€0
	€0
	

	Unit cost (per p.e. or m3/d)
	 
	 
	 
	
	

	% Cost share
	 
	 
	 
	0.0%
	

	% Load share
	 
	 
	 
	0.0%
	

	
	
	
	
	
	

	Proposed Funding Breakdown
	
	
	
	
	

	DEHLG funding of future domestic
	40%
	 
	
	
	

	DEHLG funding
	€0
	0.0%
	
	
	

	Local Authority Contribution
	€0
	0.0%
	
	
	

	
	
	
	
	
	

	Unit Costs and Share (Funding)
	Department
	Development
	Non-Domestic
	
	

	Cost Share
	€ 0
	€ 0
	€ 0
	 
	

	% Cost Share
	 
	 
	 
	 
	

	% Load Share
	 
	 
	 
	
	

	Unit Cost per population
	 
	 
	
	
	

	
	
	
	
	
	

	1) Form to be accompanied by overall scheme layout drawings (A4 and/or A3) to small scale:

	  a) Drawings clearly showing the extent of existing infrastructure that is in local authority control. Infrastructure that is not in local authority control, e.g. private sewers or development sewers not taken in charge should be indicated as such.

	  b) Drawings clearly showing extent of proposed infrastructure, indicating Planning zoning where appropriate.

	2) All costs to be inclusive of VAT at current rates.

	
	
	
	
	
	

	COMMENTS:
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Water Services Pricing Policy Report Form: Guidance Notes.


1) Form to be accompanied by overall scheme layout drawings (A4 and/or A3) to small scale:


a)  Drawings clearly showing the extent of existing infrastructure that is in local authority control. Infrastructure that is not in local authority control, e.g. private sewers or development sewers not taken in charge should be indicated as such.


b) Drawings clearly showing extent of proposed infrastructure, indicating Planning zoning where appropriate.


2) All costs to be inclusive of VAT at current rates.


Guidance Notes on Spreadsheet:


Only the data cells highlighted in blue require completion, though entries may also be made in the yellow cells. All other fields will be filled automatically when figures are entered into all the blue shaded cells.


There are comment boxes associated with certain cells to provide further assistance.


The spreadsheet utilises the Customised Method as described in Water Services Pricing Policy Guidance Documents and the Workshops in 2003.


Existing population is the normally resident population as of September 2002.


The “Exponent” that is used in the spreadsheet varies depending on the infrastructure to be provided in the scheme, as follows:-











Exponent


Treatment







0.75  


Watermains and rising mains (incl. Reinstatement)


0.5


Sewers (incl. Reinstatement)





0.5


Pumping stations, reservoirs and tanks (including services)

0.75


This methodology allows for the application, where justifiable, of “Independent Costs”. In general, there are no elements of a scheme that are totally “Independent”. However, the scale:cost relationship characterised in the exponential formula utilised in the marginal cost calculation may not be appropriate to certain infrastructure elements. The spreadsheet allows for the setting of Independent Costs for infrastructure works in such circumstances, and also provides for “Adjustment of Non-Contract Costs” in a similar way.


“Independent Costs” are affected by different factors, and there will be legitimate variations from scheme to scheme. However, for the purpose of guidance the following ranges for independent costs are indicated:













Treatment Works: 






0 – 30% overall



Watermains and rising mains (incl. Reinstatement):


0 – 20%



Sewers (incl. Reinstatement):





0 – 25%



Pumping stations, reservoirs and tanks (including services):

0% generally



Upgrading of existing networks (present load only)


100%




Experience suggests that only in exceptional circumstances should a percentage higher than the lower end of the above ranges be applicable.


More detailed assessment may be required to determine the Independent cost of various elements of a contract. For guidance purposes the following table should be used.


		Element

		% Independent



		General Items

		0 - 20



		Dayworks & Contingencies

		0



		Intake Works & Weirs

		0 – 25



		Pipelines including reinstatement

		0 – 15



		Reservoirs

		0



		Reservoir Siteworks, excluding pipework

		0 – 25



		Pumping Stations

		0 – 25



		Impoundments and associated works

		0



		Treatment plant tankage

		0



		Treatment plant pipework

		0



		Treatment plant buildings/structures

		0 – 25



		Mechanical and Electrical works

		0 – 35





Experience would again suggest that only in exceptional circumstances should a percentage higher than the lower end of these ranges be applicable.


In accordance with paragraph 5.14 of Circular L16/02, necessary upgrading of networks within the area served by existing collection systems is eligible for 100% funding by the Department. This is only the case where like for like sewers are being installed or where such works are required to serve existing load or modest infill development within the area currently serviced. Only in such circumstances will such works be treated as 100% independent. 


An upper limit of €10,000 per existing (as of Sept. 2002) house will be applicable to independent costs when proposing the upgrading of existing collection systems and in particular when new collection systems are proposed for areas not served by existing systems


In general however such upgrading will cater for some future or non-domestic expansion, and 100% funding will not apply. This is particularly the case where the existing network is being upgraded arising from major developments either within the area served by the existing network or outside this area. In such instances, the marginal cost of serving such developments, based on hydraulic capacity, has to be determined and taken into account.


Works that are specifically to service non-domestic demands are not eligible for funding. The cost of such works is to be entered against “Specific Costs, Non Domestic” in the spreadsheet. Examples are a sewer to specifically connect a non-domestic premises, or a treatment stage arising from the specific nature of a non-domestic load.


The cost of works that are specifically to service future residential development will be eligible for a maximum of 40% funding under Serviced Land Initiative principles. The cost of such works are to be entered against “Specific Costs, Future Domestic”.


“Non Contract Costs” are automatically apportioned relative to the contract costs as the default position. The local authority can propose a further adjustment to the apportionment of these costs by entering "Adjustment of Non-Contract Costs" figures, as referred to above. Any proposed adjustments should be explained and justified in the “Comments” section.



