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Introduction
1. The SDLP welcome the opportunity to contribute to the Independent Review Panel examination of water and sewerage services on behalf of the Northern Ireland Executive. This submission will examine issues arising from strand I of the review, namely:
· examining what the real cost of providing water and sewerage should be;

· how the costs could be met;

· what people contribute through the regional rate; and

· the cost of rectifying underinvestment and who should pay.

Other issues such as governance will be addressed in our submission to the second strand of the review. 

2. The SDLP is committed to the delivery of high quality, efficiently managed public services. We believe that this is fundamental to the regeneration of our economy, the elimination of poverty and the creation of equal opportunities. The SDLP view access to a supply of clean water is a basic human right and is essential for good health. 
3. SDLP representatives have consistently raised concerns about the water reform process to date, our position on water reform is clear - we are opposed to the introduction of separate water charges, we are opposed to water metering and we are opposed to privatisation of water and sewerage services.
4. The SDLP remains fundamentally opposed to the introduction of additional charges for water and sewerage services and has consistently stated that water and sewerage services should continue to be paid for through the regional rate and not introduced as a new charge. The Water and Sewerage Services (Northern Ireland) Order introduced a system of additional charges for both water and sewerage. The new payments, if implemented next year, will be on top of what the ratepayers in Northern Ireland already contribute for water and sewerage services through the regional rates. Therefore, ratepayers will essentially be charged twice for services; moreover this will result in additional and unnecessary administration costs.
Water Reform Process

5. SDLP representatives have actively campaigned against the water reform process conducted under an unaccountable direct rule administration and, in particular, the prospect of privatisation of water and sewerage services. SDLP representatives have raised these concerns through consultations, public meetings, meetings with direct rule ministers, Preparation for Government committee meetings, in the Northern Ireland Assembly and in Westminster.

6. The judicial review into the water reform consultation initiated by the General Consumer Council illustrated the serious flaws in the reform process. The review highlighted inadequacies in the public consultation on the future of water and sewerage services.

7. At the delegated legislation committee to discuss the Draft Water and Sewerage Services (Northern Ireland) Order, the SDLP highlighted the provision in the Order that would allow the introduction of private sector ownership of the new water company without any public consultation. 

8. It is important that the review acknowledge the flaws in the reform process which have occurred to date. Lack of acknowledgement of the contribution to water services from the regional rate, the creation of separate water charges, bills which are not based on ability to pay and the additional cost burden that has arisen through the creation of a separate billing system have led to a very clear lack of public confidence in water reform.

Devolution
9. Once again a devolved administration has committed that water and sewerage services will remain within full public ownership and that privatisation of water and sewerage services is not an option. However, we are deeply concerned that the Treasury will engineer pressure for privatisation in the future. We believe that the legislation and business model delivered under direct rule was constructed to put the Executive and the Assembly in a policy vice where we could be squeezed towards a privatisation option. Treasury demands for ever higher revenue contributions from Northern Ireland households, its clear prejudice against reliefs such as the affordability tariff, the capital charges regime and its control over the funding formula could all be used to force a sell-off agenda.

Examining what the real cost of providing water and sewerage should be?
10. From the outset, the SDLP have maintained that water should be a clear and identifiable part of the rates bill and have argued against the development of a separate billing system. It is our view that the Crystal Alliance billing contract, at a cost of £72 million, is a completely unnecessary burden with the operation costs of the Government owned Company (GoCo) reaching approximately £50 million per year.
11. Attempts have been made by Northern Ireland Water (NIW) to realise efficiency savings through the reduction of staff levels by 500 personnel. The SDLP consider that the efficiency savings will not lead to any benefit to the Northern Ireland consumer as any efficiencies gained appear to have been used to meet other organisational costs.

12. Dividend payments and debt are other issues which merit further examination, by 2013/14 the cost of dividends will be £48 million per year. Northern Ireland Water is starting with a loan debt of £150 million, which is contrary to the experience of water companies in England and Wales who had debts wiped out through the green dowry. 

13. The cost of servicing the £150 million debt, received through loans from the Department for Regional Development (DRD) is much higher than the Water Services Regulation Authority (OFWAT) suggests should be the real ‘risk free’ rate for the interest on borrowing. At present the interest rate for borrowing from DRD is 5.25% whereas an OFWAT study indicated that the real ‘risk free’ rate for government bonds is about 2.5% and the real cost of index linked UK government bonds is approximately 2%.

14. Clarity needs to be provided about how much infractions will cost and if infractions have been factored into the cost of addressing underinvestment of water infrastructure.
How these costs should be met?
15. The SDLP believe that significant savings could be achieved through remodelling of capital expenditure, elimination of dividend payments, removal of the debt and allocation of a green dowry as was the case in England and Wales. Negotiations should take place with the Treasury regarding a ‘green dowry’ for Northern Ireland as well as a reduction of the interest rate associated with the loans. 
16. NIPSA commissioned research has indicated that potential savings of £282 million could be realised and that a small increase on the rates bill should cover the cost of water.
17. As we have previously stated, we believe that the link between water and rates should be restored so that water will be a clear and identifiable part of the rates bill. We believe that rates should not be solely based on capital value as this does not reflect ability to pay and that a series of income based reliefs should be available. 

What people contribute through the regional rate?

18. As previously stated we already pay for water through our rates and should continue to do so. The amount that we pay for water should be an identifiable component of the rates bill. We acknowledge that it is difficult to determine how much was contributed through rates although research conducted by the Consumer Council suggest that figure would be a minimum of £160 of the average rate bill. 

19. We would like to reiterate our opposition to the introduction of a separate billing system which we believe was created to aid privatisation at unnecessary expense. It is our view that the billing contract, at a cost of over £70 million, is too expensive and that the link between water and rates should be restored, with the water contribution identified on the rates bill. 
Revenue Regulator

20. Ratepayers are justifiably concerned about mounting bills, that is one of the reasons why we proposed the creation of a Revenue Regulator in our Assembly Election manifesto which would offer strong long-term protection of ratepayers’ interests. This would be an independent office which would act as a watchdog against excessive rates increases and other charges being levied on householders and businesses. The Regulator would effectively have “stop and search” powers on plans and actions by regional and local government that are imposing costs on ratepayers and would have the authority to investigate and cap not just specific charges by the Assembly, departments or Councils but their cumulative impact on households and businesses. The watchdog would:

· work to encourage cost restraint within local and regional government;

· improve transparency and reliability of estimates with rates or other revenue implications;

· ensure justification for any other revenue demands or other charges by regional or local government; and

· review the equity and efficacy of relief measures.

As an independent office the Revenue Regulator will prepare reports for the Northern Ireland Assembly.

The Cost of Rectifying Underinvestment and who should pay?
21. The need for investment is beyond dispute as years of underinvestment in infrastructure must be addressed. It has been argued that the Treasury will not meet the costs of modernisation because we pay lower rates and no water charges. Given that the Treasury invested billions in English and Welsh water in advance of reform in the late 80’s, surely it is not unreasonable to press the Treasury for a contribution to upgrade the service here. The UK government gave a ‘green dowry’ capital injection of £6.6 billion, writing off debts of more than £5 billion with an additional £1.6 billion investment. 
Concluding Remarks

22. The SDLP has serious concerns about many of the figures provided as outlined above. An additional example is found in the valuation of assets which we believe has seriously undervalued the net worth. 

23. We look forward to contributing to the second phase of the review regarding governance arrangements when we will discuss in greater detail issues such the Strategic Business Plan, assets and public accountability.
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