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Executive Summ‘ary

|
This paper outlines the issues faced by many Western Australians as the cost of
essential services continues to rise. As well as showing the price of electricity, water and
gas from 2003 to the present it also provides a projection, as accurately as possible, of
costs associated with accessmg water, electricity and gas services up to the year 2014.
The future pricing scenano is not intended to serve as either a prediction or forecast of
anticipated price mcreases for electricity, gas and water services, but instead to illustrate
likely significant increases in overall costs of essential services over the next 5 years.

1

Since 2003 to present, 1average household utility costs have increased from $1975.84 to
$2505 93 - or 27%. , This paper also shows a further likely increase in average

household utility costs| from the current figure in 2009/10 to $3305:47"in 2013/14 =or’

32% !

|
Ihese costs are based on the WACOSS representative household model, which is
detailed in the paper. }
The paper concludes that the recent rises in the cost of essential services, along with
substantial rises in the cost of accommodation, food and petrol have made it increasingly
difficult for low income families to maintain a satisfactory standard of living. These cost
pressures are projected to continue to place increasing financial burdens on families.

i
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Background

For people living on low incomes or facing financial disadvantage, the cost of accessing
essential services — such as utilities, transport and food - consumes a disproportionately
high percentage of their income. This has become increasingly so as many people living
in Western Australia are beginning to feel the impact of the economic downturn.

Unemployment figures released recently by the Australian Bureau of Statistics show that
the unemployment rate in WA has risen from 4.6% to 4.9%'. The number of unemployed
people in WA has risen from 28,000 in October 2008 to 60,600 in May 2009°.

These figures show an additional 32,600 unemployed people in WA than there were
barely half a year ago. These 32,600 people are more likely to need financial
counselling, emergency relief, mental health and drug and alcohol services, relationship
counselling and other vital community services.

Rising unemployment is also plunging many people into mortgage stress. Data derived
from the Supreme Court of WA shows that in the third quarter of 2008/09, a record 399
property repossessions took place, nearly triple the average for this decade®. The high
level of debt that households are carrying means that people who lose their jobs are
facing financial hardship much quicker than in previous recessions.

Subsequently, many people find paying utility bills very difficult and often end up in
arrears to service providers. This may result in restriction of water supply or
disconnection from energy services. The demonstrated consequences of limited, or no,
access to essential services such as water and energy include deterioration in physical
health, significant psychological impacts and exclusion from education, employment and
the life of the community.

WACOSS has a long history of policy development and advocacy in the area of
Essential Services. This has been demonstrated through WACOSS' coordination of the
Emergency Relief (ER) forum and the Consumer Utilities Project (CUP). WACOSS has
also provided a series of recommendations in our Pre-Budget Submission Putting the
Pieces Together, which focus on improving the accessibility and affordability of essential
services. Some of these recommendations include the expansion of energy and water
efficiency programs targeted at people living on lower incomes, as well as the provision
of funding for independent consumer representation in the area of essential services.

This paper provides a series of figures which show cost increases over the past five
years, and potential increases for the next five years. The table shown in Figure 1
indicates the increases in costs of essential services from 2003/04 to 2009/10. Estimate
projections are shown in Figures 2 and 3. They show a possible increase in average
household utility costs from $2505.93 in 2009/10 to $3,305.47 in 2013/14 — or 32%.

; Australian Bureau of Statistics, Labour Force, 6202.0. May 2009
Ibid.
* The Supreme Court of Western Australia. Statistics. May 2009.
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These figures are based on the WACOSS household model, which is calculated as

follows

Electricity:

Calculated on assumptlon of 4700kw per/annum consumed, as per assumption
of the WA Treasury Representative Household.

Gas: }

Calculated on the use of 14.6 gas units per/day, as per assumption of the WA

" Treasury Representatlve Household

Water (consumptlon)

"~ Calculated onc consumptlon ‘rate of 320kl per/year

Water (sewerage):
Calculated on' static Gross Rental Valuation (GRV) figure of $7800
($150per/week). However, this figure may be unrealistic as GRV varies.

Water (drainage):

Calculated on' static Gross Rental Valuation (GRV) figure of $7800
($1 50per/week) However, this figure may be unrealistic as GRV varies.

1
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Data Analysis

Figure 1: Essential Service Costs — 2003/04-2009/10

UTILITIES 2003/04 Increase 2004/05 Increase 2005/06 Increase 2006/07 Increase 2007/08 | Increase | 2008/09 | Increase 2009/10 Increase
Electricity $748.51 $0.00 ) $748.51 $0.00 $748.51 $0.00 $748.51 $0.00 $748.51 $0.00 $823.36 $74.85 946.86* 3123.50’
Gas $366.48 $0.00 - $392.00 $25.51 $392.00 $0.00 $392.00 $0.00 $390.00 | -$2.00 $429.00 $39.00 $467.61* $38.61**
Water - . i n
Consumption $173.08 $5.53 $173.08 $0.00 $176.89 $3.81 $187.32 $10.43 $218.83 | $30.78 $237.10 $19.00 $281.60# $44.50
Water fr;':'“ $148.96 $476 | $148.96 | $0.00 | $15160 | $2.64 $160.54 | $8.94 | $16260 | $2.06 | $18045 | $17.85 | $200.40# | $19.95
S‘:\’::;g-e $486.67 $15.55 $486.67 $0.00 $497.37 $10.71 $515.28 $17.91 $503.67 -$11.61 $520.49 $17.22 $542.36** | $21.87
Water - Drainage $52.14 $1.67 $52.14 $0.00 $53.28 $1.14 $55.20 $1.92 - $59.44 | $4.24 $62.91 $3.47 $67.10*** $4.19***
TOTAL $1975.84 $27.51 $2001.63 $25.51 $2019.65 $18.33 $2058.85 $39.20 $2083.05 | $23.47 $2253.31 $171.39 $2505.93 $90.50

*Based on information contained in the 2009/10 State Budget Paper No. 3, documenting an increase of 15% effective 1 July 2008.
**Information regarding gas price determination for 2009/10 financial year currently unavailable, but prices based on Minister for Energy’s Media Release (20.6.08), announcing a median price increase of

9% for residential customers.

***Based on Information contained in the 2009/10 State Budget Paper no.3.

#Based on information received from the Water Corporation June 2009.

Figure 2.1 Future Pricing Scenario

Future Projections | 2010/11 2011/12 2012/13 2013/14
Electricity++ $1192.09 $1345.86 $1401.04 $1401.04
Gas”® $509.69 $555.57 $605.57 $660.09
Water -
Consumption*** $414.72 $479.68 $553.60 $553.60
Water Service
Charge** $160.12 $152.14 $144 15 $144 .15
Water -
Sewerage*** $501.51 $487.42 $473.42 $473.42
Water — Drainage*** $73.17 $73.17 $73.17 $73.17
TOTAL . $2778.13 $3093.84 $3250.95 $3305.47

Figures used in WACOSS’ Future Pricing Scenario
for electricity, gas and water services are derived
from pricing information contained within recent
advice from the Office of Energy (OOE) and the
Economic Regulation Authority (ERA). These figures
are not intended to represent the position of the
ERA, OOE or WA Government. They are intended to
illustrate likely significant increases in the cost of
essential services over the next five years, based on
information currently available.

**Based on the 2009/10 State Budget Paper — Economic and Fiscal Outiook documenting an assumed electricity tariff glide path of 42.9% over three years (25.9%, 12.9% and 4.1%

respectively).

* Gas Prices for 2008/09 based on Minister for Energy’s Media Release (20.6.08), announcing a median price increase of 9% for residential customers. Gas tariffs for 09/10 have not yet

been announced.

***Based on recommendations made in The Economic Regulation Authority’s Draft Report Inquiry into Tariffs of the Water Corporation, Agwest and Busselton Water. P. 205. The ERA
make recommendations up to the years 2012/13. No recommendations were made for 2013/14 and therefore figures from the previous year have been carried forward.

600Z Bny ¢ Anioyiny uonenbay s1wouosy



Conclusions:
Projected total increase in electricity from 2003/4 ($748.51) to 2013/14 (31401.04) is $652.53, or 87%
Projected total average Increase from 2003/04 ($1975.84) to 2009/2010 ($2505.93) is $470.09,0r27%_ . _

Projected total average increase from 2003/04 ($1975.84) to 2013/14 ($3305.47) is $1329.63, or 67%

Figure 2.2: Graphed data and projections from Figure 1.
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Note: All costs are calculated in 2008 dollars. There is a clear upward trend in increases for all values beyond 2007/08.
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Figure 3. Stacked costs for aggregate water, electricity and gas.

$3,500.00

$2,500.00

$2,000.00 -

OWater - Aggregate
DGas
OElectricity

$1,500.00 -

$1,000.00 -

$500.00 4

$0.00 Y T v T
2003/04 2006/07 2007/08 2008/09 2009/10 2010/11 2011112 2012/13 2013114

v T —

Figures based on assumptions from Figure 1 and Figure 2.
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Conclusion

The most recent rises |n the cost of essential services, along with substantial rises in the
cost of accommodatlon food and petrol have made it increasingly difficult for low income
families in Western Australia to maintain a satisfactory standard of living. With electricity
potentially set to rise by up to 57.9%*, phased in over a number of years, and water
prices also predicted to rise, these families are set to face even more financial strain.

This paper shows a pqssmle increase in average household utility costs from $2505.93
in 2009/10 to $3305.47 in 2013/14 — or 32%. Given the inherent limitations in creating
future pricing scenanos it is possible that the prices referred to in Figures 2 and 3 of this
paper are actually qunte conservative.

Additionally, natural gas is, increasingly so, an internationally-traded commodity. This,
coupled with system capacny constraints — as demonstrated by gas shortages following
the recent Varanus Island ‘gas explosion — are also likely to place significant upward
pressures on residential natural gas prices, far exceeding those of inflation..
Furthermore, a recent announcement from the Minister for Energy’s office has confirmed
that there will be a medlan price increase in the South-West and Mid-West of the State
of 9%, effective July 1 2008 3

To alleviate some of thls pressure, the State Government has announced increased
assustance for utility consumers experiencing financial hardship. This assistance includes
a commitment to mcreasnng support for financial counselors, as well as increased
funding for the Hardshlp Utility Grant Scheme and an Energy and Water Efficiency
Scheme ' WACOSS recognlses that these schemes will be significant in addressing
hardship felt by consumers

leen the scale of utllity hardship currently being experienced in WA, and the likely
addltlonal cost increases, WACOSS has called on the State Government to address the
issue of essential service affordability in order to prevent people from falling further into
poverty and debt cycles A centralised rebates and concessions unit would allow
consumers to access' all their relevant entitiements through one simple application

- process, rather than havmg to apply to a number of different government departments.

A social impact assessment should be undertaken in considering how to appropriately
structure and price the full range of eIectncnty and water tariffs for different classes of
consumers, and particularly for low-income consumers. In addition, price rises should be
lntroduced far more gradually: with a longer, smoother glide path, rather-than large
mcreases which cause price shocks and tend to increase disconnections. We need to
better plan for energy and water affordablllty into the future in order to keep people
connected to these essentual services.

For further infonnation,‘ please contact Sue Ash, Chief Executive Officer on 9420 7222.

* The Government of Western Australia. 2009/10 State Budget Paper no.3. 2009.
5 See hitp:/iwww. medtastatements wa.qgov.au/Pages/Results.aspx?ltemiD=130391
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