INTRODUCTION.:

In September 2004, the then Minister, John Spellar, MP announced the basis on
which household water charges would be introduced in Northern Ireland:
e all users should pay something towards the costs of the services that they

receive and there should be a separate charge for water and sewerage

services;

e each household will pay standing charges (these will be the same for

every domestic property) which will recover around 35% of the costs of
connecting domestic properties to the water mains and sewerage systems;

e households will also pay a variable charge based on an assessment of

each property’s capital value to be assessed by the Valuation and Lands
Agency; and

e charges will be phased in over a three year period.

The Department has always recognised that the introduction of new water and
sewerage charges could have a significant impact on low-income households in
Northern Ireland. The response to the 2003 Consultation on the Options for the
Reform of Water and Sewerage Services in Northern Ireland identified a broad
consensus that those on low incomes must be protected from any excessive impact
or hardship when charges are introduced. However in developing policy on
assistance for low-income households and vulnerable groups, the Department had to
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take a range of factors into account. These included the existing provision for water
and sewerage services within the social security system and the current
arrangements available in England & Wales and Scotland, to assist such households.
A description of the provisions in England & Wales and Scotland is included at Annex
1.

2. The Department undertook the relevant research and compiled a Report -The
Impact of the Introduction of Water and Sewerage Charges on Low-income
Households and Vulnerable Groups and the Consideration of Special
Protection Arrangements for Vulnerable Groups, in-house. As a result of this
work advice was put to the then Minister, John Spellar in January 2004 and

the Minister agreed that:

e protection should be made available for low income and vulnerable
households when household water charges are introduced;
e this protection should take the form of a discount of 25% on the

household water bill;
o eligibility for the vulnerable groups discount should be determined on the

basis of receipt of a specified range of passport benefits (Housing Benefit,
Rate Rebate or Special Rate Relief;

e the vulnerable groups discount should be funded by DEL,;

e consideration should be given to the establishment of a hardship scheme
funded by a customer levy to assist householders facing exceptional
circumstances; and

e the policy procedures underpinning the operation and the funding of the
vulnerable groups and hardship relief scheme should be reviewed at

regular 3-year intervals.

3. Northern Ireland’s Housing Benefit statistics identified a high proportion of
single adult households, either those living alone or lone parents. This was
equivalent to 83% of those in receipt of Housing Benefit and Rate Rebate.
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whole. The 2001 census data identifies 121,255 pension households,

including 80,486 single pension households. Our analysis of Housing Benefit
and Rate Rebate information suggests that the Department’s proposals will
assist 60,634 pension households and when the estimate for Special Rate
Relief of 8,500 pension households is also taken into account, we would assist

approximately 57% of pension households through the Scheme.

The Scheme would also benefit non-pension households in receipt of passport

benefits by insuring that they would not be required to spend more than 3%

of their disposable income on water charges, where weekly income is £100.

Table 2 Comparison of weekly disposable incomes (after housing
costs) in pensioner and non-pensioner households in N. Ireland

Pensioner households | Non-pensioner households

Weekly Cumulative Cumulative
disposable % of % of % of % of

income (£) | households | households | households | households

Under 100 3.40 3.40 7.35 7.35

100-200 25.02 28.42 19.96 27.32
200-300 33.63 62.04 24.18 51.50
300-400 21.16 83.20 22.50 74.00
400-500 9.28 92.48 12.27 86.27
500-600 3.41 95.89 6.36 92.63
600-700 2.16 98.06 2.39 95.02
700+ 1.94 100.00 4.98 100.00

Source: Family Resource Survey 2002/03

[DN Tony to update with 2003/04 data if possible can we use “"before

housing costs” to reflect DEFRA comparisons]

18.

The introduction of the “Affordability Tariff” will therefore assist DRD’s
objective in ensuring that water and sewerage charges are fair and affordable

whilst ensuring that all households make a contribution to the costs of
providing the services. In respect of pension households the potential impact

of the scheme would appear to compare favourably with the reference to
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charges in general and vulnerable groups in particular. However it is likely to
be the Autumn before robust data becomes available

Funding the Scheme

d

Again mindful of the criticism in respect of the costs of the original proposals
being borne by other customers the Department is planning to re-open
negotiations with DFP [and HM Treasury] in order to secure NI DEL funding
to cover the costs of the Scheme. The Department estimates that it will cost
in the region of £21 million based on current modelling work, when charges
are fully phased in. However as there is no data available as yet to link the
capital value of property with households in receipt of passport benefits this
figure has been calculated using a number of assumptions to estimate the
spread of those households in receipt of passport benefits across the range of
property capital values. Until more detailed capital value data and its
correlation with passport benefit households becomes available this estimate
will be kept under review. The DEL subsidy should be considered against the
total household contribution to water and sewerage services of £? million [DN

Andrew please insert figure] when charges are fully phased in.

The proposed Affordability Tariff is likely to be a major factor in securing
public acceptance of the introduction of water and sewerage charges.
However if we fail to secure DEL funding and the costs of the new proposals
were to be borne by other customers this is certain to attract more severe
adverse criticism. The impact on customers would result in a [?]1% increase
in household bills [DN Andrew can we agree a figure], it was estimated
that the cost of the 25% discount would add 5- 6% to household bills.

Recommendation

23. That you:
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