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This guidance note tells you how the grant provider will treat Scottish Water’s statutory contribution towards infrastructure costs when assessing applications for HAG funding.  It supersedes CSGN 2008/03 (which is on the Communities Scotland archive site) and includes maximum cost contribution levels for 2008/09.

If you have any questions about this guidance note you should contact the grant provider.  The grant provider is the Scottish Government’s Housing Investment Division or, in the cases of Glasgow and Edinburgh, the local authority.
This guidance note can be downloaded from the Investment and Grants section of the Scottish Government’s website.  
Introduction

1. This guidance note tells you how the grant provider will treat Scottish Water funding contributions when assessing applications for HAG funding.

Background

2. Scottish Water has an obligation under the Sewerage (Scotland) Act 1968 and the Water (Scotland) Act 1980 to take its water mains and sewers to a point that will allow customers to connect to Scottish Water’s network – at a reasonable cost to the customer.  However, these Acts do not require Scottish Water to do anything which is not practicable at a ‘reasonable cost’.

3. The level of what is a reasonable cost is determined by The Provision of Water and Sewerage Services (Reasonable Costs) (Scotland) Regulations 2006.  These regulations also give details of what elements of a new connection are eligible for a contribution and how to calculate the maximum value of this contribution.

4. The elements of connection are split into four parts: 
· Part 1 – the connection from individual premises to a water main or sewer; 
· Part 2 – the water mains and sewers that connect development, for example, a street of houses to trunk mains and trunk sewers;
· Part 3 – the local bulk infrastructure such as trunk mains and trunk sewers; and 
· Part 4 – the strategic assets such as water treatment works and wastewater treatment works.

5. Part 1 is funded by developers and is a normal allowable scheme cost for the purposes of calculating HAG.

6. Scottish Water is required to pay the cost of any Part 2 and Part 3 work needed to make a connection or to make a reasonable cost contribution, whichever is lower.  Further details on the level of reasonable cost contributions are given on Scottish Water's website.

7. Part 4 is funded by Scottish Water.

8. There are many factors affecting the cost of water and sewerage infrastructure provision for particular developments.  In light of this, a sum of £14m has been identified to help enable affordable housing by supporting infrastructure costs in excess of the contribution available from Scottish Water.  A baseline resource transfer has been made to the Affordable Housing Investment Programme (AHIP) to assist you in meeting connection costs in excess of the contribution from Scottish Water. 

9. This funding is separate from Scottish Water’s reasonable cost contributions.  The Scottish Government’s Housing Investment Division will allocate this money as part of the AHIP, and it will be used to help fund infrastructure connection costs that are not met by the reasonable cost contributions made by Scottish Water.

Maximum cost contributions from Scottish Water funding

10. It has been agreed that the grant provider will meet costs over and above the Scottish Water maximum contribution of £1,598 for wastewater and £1,414 for water per unit (2008/09 base) to cover infrastructure connection costs, assuming these meet value for money criteria.  This will be assessed on a case-by-case basis.  

11. It should be noted that the Scottish Water contribution varies year on year as it is based on the average water and sewerage charge.  This guidance note will therefore be updated annually to reflect the current contribution levels.

Allocation of funds to individual projects and HAG procedures

12. In any project proposal made to the grant provider for HAG funding, the costs incurred in making a connection to local infrastructure will be assessed to ensure that they are grant eligible.  Costs will be taken from the HAG Tender Return.  Details of the HAG Tender Return are given in CSGN 2008/02.
13. When making an application for HAG funding, you should assume that the ‘cost contribution’ from Scottish Water will be the maximum of £1,598 for wastewater and £1,414 for water per unit (2008/09 base).  Where you do not use these figures, you must be able to provide the grant provider with documentary evidence that these costs have already been accounted for or are lower than the agreed maximum.

14. The cost contribution from Scottish Water should be detailed at Appendix 1, Part 6 of the HAG Tender Report/ Application.  This will be deducted from the overall HAG requirement.  

15. If, once a project has completed, you can demonstrate that the costs for water and sewerage infrastructure requirements were less than the agreed maximum ‘cost contribution’, an adjustment to the grant can be made at HAG Completion stage.  

