COMHAIRLE CONTAE ÁTHA CLIATH THEAS
SOUTH DUBLIN COUNTY COUNCIL


MEETING OF SOUTH DUBLIN COUNTY COUNCIL

Monday, December 13, 2010

QUESTION NO.

QUESTION: Councillor E. Tuffy
To ask the Manager if he can provide to members a report identifying those aspects of the Government's National Recovery Plan 2010 - 2014 which will significantly impact on the services provided by this Council, and if he will make a statement on the matter?

REPLY:
The  National Recovery Plan 2010-2014 was published in November to reduce the country’s budget deficit . Specifically the plan is a blueprint for a return to sustainable growth in the Irish economy. In particular, it sets out measures that will be taken to restore order to public finances and identifies the areas of economic activity which will provide growth and employment in the recovery. 

It is not possible at this point in time to provide a comprehensive outline on those aspects of the National Recovery Plan 2010-2014, which will significantly impact on the services provided by this Council over the lifetime of the plan. However for ease of reference the report hereunder identifies a number of specific issues identified in the NRP. The Impact of the NRP and the EUIMF Programme for Financial Support will become more evident as we progress through 2011 and further reports will be provided as situations present.

Housing 4 Year Plan

The level of funding available to support the social housing investment programme has been dropping since 2008. The new budgetary framework requires a further significant downward adjustment of the Department's capital allocation, from just over €1 billion in 2011 to €500m in 2014 [see Appendix]. These figures, like all others set out in the framework document, are subject to a number of underlying assumptions regarding economic growth, demographic patterns and employment trends.  

The process of shifting the focus of social housing delivery away from reliance on construction and acquisition towards a greater role for more flexible delivery mechanisms was underway well before the current economic downturn. This shift commenced with the introduction of the Rental Accommodation Scheme in 2004 and was carried forward in 2009 with the announcement of the Social Leasing Initiative. In the current budgetary framework the move towards these new forms of social provision will have to be accelerated if housing authorities are to meet their responsibilities in terms of meeting social housing need.  

1. Restructuring the Social Housing Investment Programme

While it is important that leasing should not be seen as the only mechanism for delivering social housing it is expected that over the next number of years it will take on a much greater role as the provider of mainstream social housing. 

2. SHLI - Progress to date and targets for future years

To the end of October, 30 local authorities and 13 approved housing bodies have been issued approval by the Department to proceed with leasing projects covering over 2,700 units. Of the units approved for leasing, almost 1,000 are operational and a further 1,156 units have received full funding approval and are at the point where legal agreements and negotiations are being finalised. 

For 2010, the Department anticipates that around two thirds of all social housing output will be delivered through RAS and leasing (i.e. approximately 4,000 of a total of some 6,000). Rising levels of social housing need will require that this level of output be significantly increased in 2011. With fewer completions under the various capital programmes into the future, a target output of 7,000 units under RAS and leasing is being set for next year.  Further, more exacting targets will be set for subsequent years. 

3. Role of the voluntary and cooperative sector - direct lending and mixed funding

Through the leasing initiative, the Department foresees an important role for the voluntary and co-operative housing sector in the delivery of social housing. As of now, the Housing Finance Agency (HFA) has in place a mechanism for lending directly to approved housing bodies. Through this mechanism, and through the use of private loan finance, the voluntary and cooperative housing sector will move from reliance on 100% state support towards a more sustainable funding model.

                            

4. Policy Directive

Section 4 of the Housing (Miscellaneous Provisions) Act 2009 empowers the Minister to give a general policy direction to a housing authority in relation to the performance of its functions under the Housing Acts 1966 to 2009. To support the ongoing roll-out of the leasing initiative, the Minister will shortly be issuing such a directive to all authorities. 

Summary:

The Department’s overall capital provision (including water, housing, built heritage, libraries, fire services) in year four of the plan will be equivalent to half of the main local authority housing programme in 2008;

on the basis of both the clearly articulated policy rationale and strong value for money arguments, a combination of RAS and leasing will be the principal delivery mechanisms for the foreseeable future;

in consequence, there will be very limited capital investment in local authority construction or acquisition and what capital funding is available will be prioritised to meet special needs, to support regeneration and to maintain and improve the housing stock;

future new-build projects in respect of standard social housing will be primarily delivered by the voluntary and cooperative sector through build-to-lease and other innovative financial mechanisms. 

***Detailed Information relating gross current expenditure ceiling proposed for each Government Department is set out at Annex 8.Page 115. This Annex also details the specific measures proposed for implementation in 2011, and for consideration over the period 2012-2014. 

4.9.2 Scheme for Water Charges – Page 77
Part of the expenditure savings package will arise from the introduction of a scheme for the metering and charging for domestic water. This will lead to significant capital and current savings to the Exchequer and the General Government Sector over the medium term. This reflects the overall consolidation strategy outlined in Chapter 3 which emphasises the importance of reasonable charging mechanisms to mitigate the costs of public service delivery and reduce waste. 

Charging for water will introduce a new revenue stream to meet costs at present funded by taxation. The cost for the provision of water services to the domestic sector in 2008 was €590 million. The proposed charging for this - less an adjustment for the cost of the proposed free allowances - will improve the General Government position. The Exchequer also provided €508m in 2010 to fund capital investment in water services. 

It is intended that domestic water charges will cover local authorities’ operational costs. A proportion of the capital cost of providing water services to the domestic sector will also be recovered through the charge. Overall it is anticipated that these measures could lead to annual savings of up to €500 million per annum on operating costs with further significant capital savings arising on a graduated basis the following years. These savings will arise as a result of the new revenue accruing from the water charges. 

In addition, savings will result from the incentive effects of the metering system which will reduce demand to economically efficient levels over both the short and long term. It is estimated that the value of the operational and capital savings that will accrue in this manner will be significant.

5.2.4 Investment in Water -    Page 84
Water services investment continues to be a key priority for Government and can deliver significant returns. We intend to prioritise investment in this area to achieve and maintain compliance with various requirements (including those arising from the implementation of the EU Water Framework Directive), to address issues in relation to the condition of water infrastructure in key urban centres  and to meet future demand requirements. Policy in this area is also geared toward reducing the level of water lost through leakages in the distribution network. It is intended that by 2014 this investment will begin to be part funded by water charges. 

Water billing for domestic customers will be made on the basis of metered charges. This will require a nationwide project to install meters in domestic residences. The Department of Finance and the Department of the Environment, Heritage and Local Government have been in discussions with the NPRF regarding the funding of the domestic meter installation programme. The NPRF has agreed in principle to fund this programme up to an amount of €550 million subject to certain pre-conditions and in keeping with its commercial statutory remit. It is recognised by Government that a crucial element of implementing this initiative will be the appointment of a Water Regulator. 

The intended introduction of water charges by 2014 will start to reduce the level of general government investment required and lead to significant capital expenditure savings.

6.8 Financing Local Services – Page 98
One of the fundamental challenges we face is to put the funding of locally delivered services on a sound financial footing, to improve accountability and to better align the cost of providing services with the demand for such services. 

The Plan commits to a funding platform for local Government on a phased basis. An interim Site Value Tax will be introduced in 2012, applicable to all land other than agricultural land and land subject to commercial rates. The interim measure will involve a fixed local service contribution of about €100 per annum (€2 per week) which will raise €180 million from households. The final Site Value Tax will be introduced in 2013 when valuations have been completed.  
It is estimated that Site Value Tax will apply to 1.8 million households and zoned lands that would equate to an estimated further 700,000 houses. At an average of just over €200 per dwelling (or site) this would raises the €530 million full year amount targeted for the Plan period.   For full implementation of the tax, commercial rates will be moved to a site value basis also. 

These measures will have significant implications for the financing of local authorities, including a lower contribution from the Exchequer and from motor tax revenues. 

The Government revised the vehicle registration tax and motor tax systems on cars to be based on the CO2 emissions of the vehicle, rather than on engine size, with effect from 1 July 2008. This change has been highly successful in encouraging people to purchase lower emissions cars. However, the change in purchasing patterns, combined with other factors, is having an impact on revenue yields, especially in the case of motor tax over the medium term. 

During the Plan the current CO2 bands and rates structures will be examined in the light of the overall reductions in CO2 emission levels being made by car manufacturers and the standards set internationally with a view to adjusting the bands in line with technological advances on 1 January 2013.
