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Would You Like a Bit of Heat with that Trickle of Water ?

- A report on the results of research into the cost of essential services to Emergency Relief Agencies and their clients.
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WACOSS 

The Western Australian Council of Social Service Inc (WACOSS) is the peak body for the community services sector in WA.  Since 1956, WACOSS has been developing and strengthening the non-government community services sector’s capacity to assist all Western Australians. At the heart of its activities lies the belief that the mark of a civilised community is the support and help it gives to those most in need.

A key aspect of WACOSS' work is to provide government with feedback on policies and programs to ensure they are relevant and do not impact negatively on the most disadvantaged in our community.  In order to do this, WACOSS conducts research and consults with other constituencies, providing forums such as conferences and seminars, establishing advisory committees and working parties, and by developing strategic policy alliances and partnerships.  WACOSS also offers an alternative avenue through which government can discuss sector issues with service providers and consumers. 

The development of strong networks with Utility Policy agencies across Australia provides WACOSS with valuable information on these issues.  In addition, WACOSS has direct access to information regarding the issues that affect low-income and disadvantaged consumers through the WACOSS Emergency Relief Agencies Forum and the Utilities Sub-Committee, which includes representatives from the Emergency Relief sector and Financial Counsellors Association of WA.  WACOSS has taken an active role in the area of Utilities because of the number and severity of utility issues affecting low-income consumers.  WACOSS is committed to participating in the development and improvement of government policy and the practices of entities providing essential services.
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Key Findings
This report presents the results of a survey undertaken by WACOSS that sought information about the costs of utility services and the nature and impact of those costs on Emergency Relief Agencies and their clients.  The key findings of the survey were as follows:

· In the past twelve months Emergency Relief (ER) Agencies have paid approximately $1.34 million to the utility service providers to prevent disconnection or restriction of supply to low-income and disadvantaged consumers
;

· Forty-six of the 200 ER Agencies paid out $255,782 to Western Power (ie: an average of $5560.48 per agency);

· Thirty-eight of the 200 ER Agencies paid out $119,569 to Alinta (ie: an average of $3146.55 per agency);

· Twenty-two of the 200 ER Agencies paid out $6922 to the Water Corporation (ie: an average of $314.64 per agency.).

Utilities Survey Context
The focus of this report is the crisis being experienced by Emergency Relief Agencies and low-income earners in relation to the cost of accessing and maintaining the supply of electricity, gas and water to the home.  This crisis is, of course, symptomatic of a greater crisis affecting low-income earners, that of long-term, chronic poverty.  

For most Australians utility bills consume a significant part of their income.  For many low-income earners having to pay a utility bill can necessitate a choice between purchasing food for the family and retaining light and refrigeration or heating for their home.  It is the most vulnerable and poorest sections of the community that have the most difficulty in paying utility bills.  These include people on Centrelink payments due to unemployment, sickness, an accident, separation or divorce, or who face increased debt liability due to being left with debts from partners or house/flat-mates who have left, car maintenance, the need to repair/replace a household appliance, or some other sort of crises.  The costs of moving house and renting accommodation in the private rental market can also place those on a low income in a situation whereby payment of a utility bill is not possible within the time frame specified by the utility provider.  

In 1998, Emergency Relief Agencies in Western Australia paid the major utility service providers (Western Power, Alinta and the Water Corporation) approximately $800 000
 to avoid disconnection of supply or, in the case of the Water Corporation, the reduction of supply (from a standard water flow of at least 20 litres per minute to a trickle of 2.3 litres per minute
).  The survey that is the basis of this report indicates that in the past twelve months ER Agencies have paid out approximately $1.34 million to the above mentioned utility service providers, an increase of $108,000 each year since 1998.  As ER Agencies have limited resources, it is likely that the amount of relief funding provided was less that the true amount required to meet the actual needs of low-income and disadvantaged consumers.

The right to a decent standard of living, adequate for health and well-being is a basic human right (Article 25, Universal Declaration of Human Rights).  In a country as economically developed as Australia most people see access to essential services like electricity, gas and water as necessary to achieve that basic right.  However, for many Australians, uninterrupted access to essential services can at times be a privilege dependent upon their ability to stretch their Centrelink payment or low income to meet the ever-rising cost of living or, at times of crisis, dependent upon funding being available at Emergency Relief Agencies.  If the cost of preventing disconnections / restrictions continues to increase as it has over the last five years, large increases in funding to Emergency Relief Agencies will also be required, otherwise there will be a lot of people sitting hungrily in the cold and the dark. 

The Survey

There are over 200 Emergency Relief Agencies in Western Australia, and over 65 Financial Counsellors in WA, many of who are co-located in Emergency Relief Agencies.  Emergency Relief Agencies provide financial and material assistance to Western Australians who are in need.  Many clients who present to Emergency Relief Agencies / Financial Counsellors have problems fulfilling their financial obligations to creditors including Western Power, Alinta and the Water Corporation.  Emergency Relief Agencies / Financial Counsellors may provide assistance such as part payment of accounts, application for any available utility assistance schemes, financial counselling including budgeting, advocacy and negotiation, assistance with obtaining food, or a combination of these responses dependent upon client eligibility and Agency capacity.  

In February 2003, 'Utilities Issues Survey' questionnaires were sent out to 200 ER Agencies.  A copy of the survey is attached at Appendix A.  The purpose of the survey was to ascertain the level of impact that the costs of utility services has on ER Agencies' funding and upon the clients of ER Agencies.

Sixty-eight completed surveys were returned from ER Agencies.  Eleven of those were from ER Agencies that are only able to provide food vouchers or cash for gas bottles to clients; fifty-seven surveys were from ER Agencies able to provide cash for utility bills. 

It should be noted that the results of this survey do not indicate the full extent of the situation that exists because the raw data only indicates the amount of money provided by ER Agencies on behalf of low-income earners to the main utilities providers. In many cases food vouchers are provided to ER Agency clients to 'free up' the client's 'food money' to pay a utility bill.  Thus, these 'food voucher’ ER Agencies are also indirectly financing the utilities providers.  In order to produce a meaningful figure to incorporate the food voucher agencies and apply the findings of the survey to all ER Agencies, the raw data collected from the 68 responding ER Agencies has been extrapolated to provide an indication of the total expenditure on utilities costs by the 200 ER Agencies across Western Australia.

The 57 of those ER Agencies able to make cash payments in relation to utility bills paid out approximately $382,273 to Wester Power, Alinta and the Water Corporation in order to avoid disconnection / restriction of supply to their clients' homes (equivalent to $6771.48 per agency).  According to the survey, $255,782 was paid to Western Power by 46 ER Agencies, $119,569 was paid to Alinta by 38 ER Agencies and $6922 was paid to the Water Corporation by 22 ER Agencies.

Assuming demand remained constant across the sector we can extrapolate this sample to determine figures applicable to the 200 ER Agencies. Thus, we can estimate that during 2002, approximately $1.34 million was paid out to the utilities service providers by ER Agencies from emergency relief funding
.

Difficulty and Disconnection / Restriction

Sixty-seven of the 68 agencies responding to the survey advised that their clients were having difficulty paying their utilities bills. 

Of these 67 agencies:

· 81% of the agencies advised that up to half of their clients were having difficulty paying their utilities bills;

· 16% of the agencies advised that up to three quarters of their clients were having difficulty paying their utilities bills; and

· 3% advised that all of their clients were having difficulty paying their utilities bills.

One ER Agency advised that although they assisted 85 clients with utilities bills, they had to turn away 217 others requiring assistance because the agency's funding ran out.

Of the 44 agencies responding to the question about the proportion of clients facing disconnection / restriction of utilities services:

· 52% advised that up to half of their clients had been or were facing disconnection / restriction;

· 18% advised that up to three quarters of their clients had been or were facing disconnection / restriction;

· 7% advised that all of their clients had been or were facing disconnection / restriction.

Common Problems Encountered by ER Agencies

Respondents were asked what the most common problems were that they encountered when dealing with the utility service providers concerning outstanding accounts.  Many advised that they continuously had difficulty negotiating repayment plans for clients with outstanding arrears.  The utility providers frequently refused to reconnect supply unless all of the outstanding arrears were paid.  Adding old debts, often several years old, to current accounts was also a significant problem.

These debt management practices by the utility providers make life increasingly difficult for financial counsellors and their clients.  Whilst utilities providers state that there is a percentage of low-income earners who deliberately avoid paying utilities accounts the experience of ER Agencies and Financial Counselors is that the majority of people having difficulty paying their utilities accounts or facing disconnection simply do not have funds available, for various reasons, to pay their entire account in the time demanded by the utilities providers.  Many people view seeking assistance from an ER Agency as humiliating.  For those who have always managed before but for some reason cannot manage to pay a utility bill this time around, approaching an ER Agency is a significant blow to their self worth and usually only done in desperation.  For others, approaching an ER Agency is a recognition by them that they require assistance to manage their bills, and frequently, clients only make this approach when their situation is desperate.  Therefore refusal on the part of the utility provider to then negotiate with the ER Agency compounds the humiliation and discourages people who find themselves unable to pay their account from attempting to find a workable solution to meet their obligations in the future.

Furthermore, believing that a client who has had their supply discontinued for failure to pay can then afford to pay their account in full to reconnect the supply is unrealistic – unless the utilities services providers are factoring in payment of the account by an ER Agency in their debt management strategies.   The addition of a reconnection fee to an outstanding account that the client could not afford to pay in the first place compounds the problem and is, logically speaking, irrational.  

When an old debt, that may be from as long ago as 5 years, suddenly appears on the current account, previous careful budgeting of a limited income will not cover the added amount.  Those on low-incomes do not have a portion of disposable income available to cover unexpected debts.  Similarly, the addition of arrears and new connection fees to an account when a person is moving to and setting up a new home increases financial difficulty.  

Considering the difficulty ER Agencies and Financial Counsellors have reported experiencing in negotiating with utility providers, it is not surprising that respondents cited lack of confidence and negotiation skills (and language and literacy difficulties), as reasons why their clients do not/can not negotiate their own repayment plans with the utility providers.

The Impact of Disconnection and Restriction of Supply  

Mental Health

ER Agencies and Financial Counselors were asked what impact the disconnection and restriction of supply had on peoples' lives.  The most common response was that it impacted heavily on peoples' mental health.  Increasing levels of stress, anxiety, panic, low self-esteem and family conflict because of the increased pressure were direct results of disconnection/ restriction.  Feelings of embarrassment - particularly for those from Middle Eastern cultures; shame – children are kept home from school because of hygiene issues and inability to complete homework (without lighting), and increased levels of domestic violence were noted.  It is also known that lack of adequate lighting and heating in winter can increase tendencies towards depression.  

Sample survey responses are listed below:

Agency 52:  Stress, turn to crime, suicide, and sickness.

Agency 27: ....Increased stress of coping without utilities and dealing with credit control as they try to negotiate finances..... Social: instability is difficult for people looking for work and is hard on children and schooling.

Agency 12:  These clients get frustrated (and) drink and gamble to win money to pay the bill. 

Agency 15:  Loss of self-esteem personally and as a parent and provider and loss of control over their life and affairs. Children can lose respect for their parents.

General Health

Responses citing negative impacts on health in general were also numerous, particularly concerns about disconnection impacting on young children and elderly people and those who are sickly.  Disconnection of electricity can be life threatening for those who suffer from asthma or bronchitis and require heating and the use of a nebuliser.  Inability to refrigerate food can lead to an unhealthy diet and disease from the consumption of spoilt food.  For elderly people and young children lack of heating in winter is a health threat, as is the inability to sterilise babies bottles and the inability to maintain hygiene levels because of a lack of hot water or restriction of the water supply.  

Sample responses are listed below:

Agency 28: Increased health risks due to lack of hygiene, heating in winter, inadequate food etc. Unable to maintain medical treatments such as nebulisers. etc.

Agency 40: (The impact is) major. With extremes in weather temperature from summer/winter, health is affected particularly with clients in weatherboard homes in Geraldton. 

Agency 66: The impact of disconnection is huge especially when there are small children or elderly people. There is the health issue of being able to sterilise baby’s bottles etc. 

Living Conditions and Increased Costs

For associated reasons, concerns about lack of heating, cooling, cooking and refrigeration facilities were also numerous:

Agency 33: (It is a) huge problem in the Pilbara where the temperature frequently over 40 degrees. People (are) irritable because of heat, increases risk of arguments and domestic violence.

Agency 38: Very distressing. In our hot weather climate our clients rely heavily on refrigeration and electricity for fans and air conditioning. Young children deteriorate very rapidly.


Agency 17: Disconnection influences peoples spending – often they will spend more on ready meals or take-away. There is a lot of waste without a fridge.

Agency 32: Food costs increase dramatically when the power is disconnected and food can't be stored and cooking isn’t possible.

Agency 53: Disconnection affects all aspects of the client’s daily life and leads to a compounding of their financial crisis by forcing them to purchase food in small amounts daily.

Agency 14: Absolute devastation. Disconnecting power in the middle of summer so that food can no longer be stored in a fridge is sometimes the final straw or families that are just hanging together. 

Safety

Several respondents were concerned about the danger of house fires as a result of people using candles for light when the electricity is disconnected.  

Agency 27:  Often candles are used or open fires, which may cause (house) fires and put people at risk.

Agency 73:  When power is disconnected families use candles, which are dangerous when young children are involved. Also aboriginal families will light a fire in the yard to heat food and water, which can be a problem with safety for children and the elderly.

Debt Recovery

The costs of reconnection, penalty interest and payments for reminder notices all compound the debt problems of a person unable to meet their utility costs.  Trying to meet unrealistic and thus unreasonable payment demands means that other debts are not paid, resulting in a situation of spiralling financial difficulties and hopelessness.  

Agency 62:  (It) adds further trauma to families already in crisis – often they then resort to using utilities of friends/family and the impact/debts just spreads

Agency 57:  Cleanliness is a big issue. (It impacts on) presentation for job interviews. Self-esteem becomes even lower

Agency 27:  Increased stress of coping without utilities and dealing with credit control as they try to negotiate finances. Trying to meet unreasonable demands can mean other debts are not paid. When not given rebate (clients) are paying more than they should when money is already tight.  Instability is difficult for people looking for work and is hard on children and schooling.

Helpful Suggestions 

Respondents were asked for suggestions as to how the utility providers could improve their relations with ER Agencies, financial counsellors and clients.  

Shorter Billing Periods

A common theme was that action was needed before a crisis emerged.  Suggestions included issuing accounts more frequently (e.g.: monthly), so that the bills would be smaller, contacting and advising customers of significant increases in usage prior to the issue of a large account, and contacting customers with an offer to establish a payment plan prior to the issue of a large account.  

Centrepay

Support for the use of the Centrepay scheme was expressed (along with requests that all utility providers utilise this scheme), with suggestions that payment through the scheme should be offered to customers upon establishment of an account.  The offer to home-owners on low incomes of regular monthly or fortnightly advance payment plans for such things as water consumption and rates would avoid the crisis that often arises with these usually substantial annual bills.  Pre-pay meters were also a popular suggestion.

Increased Flexibility

More flexibility in repayment plans rated highly amongst respondents, particularly keeping arrears separate from the current account.  It appears that clients are able to manage the payment of two separate (same) utility accounts better than having to deal with one enormous bill.  Allowances for severe hardship cases and lenience where a customer could prove severe health problems, or the death of a family member, were suggestions. Increased training for the staff of utility providers in areas of negotiating manageable payment plans, increased compassion and understanding by staff and a general recognition that the objective of financial counsellors is to work out a budget specifically aimed to pay the bills, thus they will be offering the best repayments the client can meet.

Realistic Repayment Plans

Many respondents listed the negotiation of a realistic amount for regular repayments as something that would assist greatly.  Often it seems that clients are set up to fail because the utility provider will not accept payments set within the financial means of the client.  This leads to double disaster as the client’s utility supply is cut off when they fail to make the required payment and it is noted on the utility providers’ records that they have also failed to maintain a repayment plan, which then impacts upon their ability to negotiate in the future.  

Other Suggestions and Comments

Limiting supply to certain times of the day rather than complete disconnection was a suggestion that could be used to inconvenience rather than harshly penalize.  An explicit guarantee to maintain supply as long as regular repayments continued on current consumption and arrears was a reasonable comment.

On a more positive note, one respondent suggested that consumer education in the form of booklets advising the public how to reduce energy and water consumption would be beneficial.  Auditing the energy and water consumption of appliances, and replacement schemes to replace faulty or inefficient appliances are proposals that have proved successful in other states in Australia.  Another suggestion was to reward continuous regular repayment by low-income earners
.  

Further suggestions included removing the Goods and Services Tax component on the essential services provided by utilities, providing more discounts for low-income earners, and having a debt moratorium.  Debt forgiveness or partial debt forgiveness are other programs that have been carried out elsewhere that provide a fresh start for many people stuck in a cycle of debt.

Despite comments that the finances of low-income earners are permanently over-stretched, the responses received were for more understanding and realistic negotiation from the utility service providers, rather than lower tariffs or greater subsidies.    

Other issues of concern noted by the respondents were that often clients are unaware that they are eligible for concessions or rebates.  It appears that the utility service providers do not readily volunteer information regarding concessions and rebates to customers.  

It was reported that the utility providers are particularly hard on people who have experienced bankruptcy.  A veiled theory exists that people intentionally go bankrupt (and thus avoid paying their debts) specifically to spite the utilities service providers. 

The reality is that many of the clients who seek assistance do not have any budgeting skills.  They get caught up in a debt cycle and are never able to get ahead of their basic debts.

Existing Assistance for Low-income Earners

In Western Australia there is a limited but slowly increasing amount of assistance for low-income earners in relation to utilities costs.  

Electricity

Recently, Western Power signed an Inter-agencies Debt Recovery Protocol with WA ER Agencies and Financial Counselling Agencies.  The protocol establishes an agreement between the agencies and Western Power to establish a 10 day moratorium in which Western Power will not disconnect electricity or undertake further acts of debt recovery, whilst the agencies and Western Power negotiate a repayment plan for a customer in financial crises.  If the electricity has already been disconnected, under the protocol Western Power will reconnect the electricity for the customer whilst negotiations occur (upon payment by the ER Agency of an amount agreed to between the agency and Western Power).  

Whilst in the Inter-agencies Protocol Western Power makes no monetary concessions for low-income or disadvantaged customers the protocol is nonetheless a significant step forward for Western Power, which previously demanded payment of between 50 and 100 percent of the outstanding account before reconnecting supply. 

In 1995 Western Power initiated the Western Power Assist Scheme, whereby Western Power provide ER Agencies and Financial Counselling Services with a specific amount of funding to be used to pay Western Power accounts.  That amount has just been increased from $30,000 to $50,000 per financial year.  Additionally, Concession Card holders are entitled to an annual rebate of $93.33 and refund of the account establishment fee if applicable ($27.50), through the Energy Rebate Scheme funded by the State Government.  The scheme also provides further rebates for Concession Card holders with children.

Last year, however, 46 ER Agencies paid out $255,782 to Western Power on behalf of clients, substantially more than the $30,000 that was available through Western Power Assist.  

Gas

Alinta is in the process of establishing "Alinta CARE", a scheme similar to the Western Power Assist Scheme.  Alinta have indicated that they will provide $30,000 to ER Agencies to be used to pay Alinta gas accounts.  Last year 38 ER Agencies paid out $119,569 to Alinta on behalf of clients, again, substantially more than the amount to be made available through Alinta CARE.  Alinta does not provide concessions for any Concession Card holders, though they believe that as the concessions provided by Western Power under the State Government's Energy Rebate Scheme are intended to provide a reduction to the cost of consumers' total domestic energy needs, this indirectly assists Concession Card holders with their gas bills too.  Alinta are currently finalising an Inter-agencies Protocol similar to that of Western Power.

Water

The Water Corporation does not have a scheme similar to the ones provided by Western Power or Alinta, however, home-owners who are Pensioners or State Concession Card holders are entitled to a concession of up to 50 percent on their annual service charges account.  Concession Card holders may also be entitled to a discount on their water consumption charges.  Last year 22 ER Agencies responding to the Utilities Survey paid out $6,922 to the Water Corporation.  The Corporation is currently finalising an Inter-agencies Protocol similar to that of Western Power.

Other Examples of Assistance 

As a point of comparison, Telstra annually provides $5 million nationally in assistance funding to ER Agencies, in the form of vouchers to be used to pay Telstra accounts.  This equates to an average of $625,000 per State/Territory.  (This survey did not gather specific information concerning ER Agency spending on telecommunication bills).  

The Victorian State Government through the Department of Human Services, funds the Utility Relief Grant Scheme which provides once-off assistance to people experiencing a sudden or temporary financial crisis and are unable to pay their current bill, and who are at risk of restriction or disconnection of supply.  If assistance is granted under the Scheme a maximum of six months worth of usage will be considered.  

To be eligible for assistance applicants must be Concession Card holders or receive an equivalent low-income and have experienced either a substantial increase in water or energy consumption (resulting in high bills), have had high unexpected expenses on essential items (funeral expenses are included in this criteria), or have experienced a substantial decrease in household income (e.g.: due to unemployment).  

In 2001 – 2002 a total of 8,496 grants were provided under the scheme, amounting to $2,731,555.  The breakdown in terms of utility is as follows:

· Electricity: 4,637 grants totalling $1,573,348.  The average grant was $326.

· Gas: 2,536 grants totalling $764,500.  The average grant was $302.

· Water (Metropolitan): 1,006 grants totalling $305,119.  The average grant was $301.

· Water (Rural): 317 grants totalling $88,586.  The average grant was $286
.

The Department of Human Services also administers the Capital Grant Scheme.  This scheme provides once-off assistance to concession card holders to repair or replace an essential appliance that will reduce their energy or water consumption, or to individuals in financial crisis who cannot maintain access to an essential service.  In 2001 – 2002 a total of 171 capital grants were approved, amounting to $192,616.  Fifty-eight percent of the grants were for the repair or replacement of a hot water system.  Nineteen percent were for heaters, 17% were for refrigerators, 4% were for a mains connection and 1% was for stoves
.

In partnership with Yarra Valley Water, the Department has been conducting the Smart Home Assistance Pilot Program, which has been operating since July 1999.  The program assists low-income households by repairing or replacing defective appliances in their homes thus improving their ability to pay future water bills.  Expenditure for the program in 2001 – 2002 was $10,903
.

In its 2003 – 2004 State Budget Report the Victorian Government announced that it would be making available $3 million over the next 4 years for an Energy Efficient Retrofit Scheme, to provide energy efficiency measures for low-income households
.

The New South Wales State Government funds the Energy Accounts Payment Assistance (EAPA) Scheme, to assist consumers in temporary hardship pay their gas and electricity bills.  Operating as a voucher system administered by ER Agencies the scheme expenditure for 2001 – 2002 was $8 million.  The NSW Government also provides a $112 Pensioner Energy Rebate for Concession Card holders to assist with electricity and gas bills.  Further rebates are provided for the use of life support equipment by Sydney Water and Hunter Water (state-owned entities) and the Ministry of Energy and Utilities (for electricity bills)
.

Energy assistance programs are widespread in the United States of America. A 2000 study by Howat and Oppenheim reports that low-income assistance programs are approved of by and also benefit non-participants
.  Such programs include the following:

· Affordability programs – provision of direct monetary assistance to pay bills; debt arrears forgiveness programs;

· Consumer protection measures – incorporated into debt recovery practices; installment billing requirements that make it easier for consumers to pay their bills on time; guaranteed supply periods;

· Education programs – in relation to efficient energy and water use and budgeting;

· Efficiency and weatherisation programs – investments to help consumers regulate their energy bills by reducing their need for energy and replacing faulty and inefficient appliances.

For example, the following programs exist in the state of Connecticut.

The State Government funded Connecticut Energy Assistance Program (CEAP) assists low-income earners by paying a fixed amount directly to their nominated utility provider.  A one-time “crisis assistance payment” of up to US$200 is also available for those who use ‘deliverable fuels’ (oil, propane, kerosene, coal or wood).  Further “safety net” benefits may be available after that depending on funding.  Those eligible for the CEAP are also eligible for furnace repair or replacement if the furnace becomes unsafe or inoperable.

The Contingency Heating Assistance Program (CHAP) is available to those consumers requiring assistance with utility bills whose income level is above the CEAP guidelines.  The level of assistance varies depending upon available State Government funding levels.  Both CEAP and CHAP are administered by Community Action Agencies.

Operation Fuel provides emergency energy assistance for people ineligible for CEAP or CHAP assistance.  Payments are made directly to the utility providers.  

Utilities providing electricity are prohibited from discontinuing supply to registered “hardship” customers between November 1 and April 15, even if those customers owe the company money.  If supply is discontinued at other times during the year the utility provider must reinstate supply from November 1 until April 15 regardless of whether any payment has been made.  The situation varies slightly for low-income gas heat customers previously registered as hardship customers.  These customers must make at least one payment during the year to ensure the gas supply continues over the November – April period, that payment being US$100, or the minimum payments due under the payment arrangement, or 20% of the amount owed when the gas was shut off, - whichever is the lesser amount. 

Yankee Gas, Southern Connecticut Gas Company and Connecticut Natural Gas must offer low-income customers a payment plan that incorporates debt arrearage forgiveness in exchange for making regular payments.  Customers must enter into a winter payment arrangement with the company between November 1 and April 30.  If by April 30, the gas company has received all payments required under the agreement, the company doubles the amount of the customer’s payments and credits this to the customer’s account.  Customers who successfully complete the winter part of the program may participate in the summer component (same rules and rewards).

The Connecticut electricity providers Northeast Utilities and United Illuminating also have arrearage forgiveness programs available to low-income customers.  These companies also provide free weatherisation assistance to low-income customers.

Weatherisation assistance, provided free to low-income earners by Community Action Agencies (State Government funded), includes such things as insulation, furnace repair or replacement, storm windows, caulking, refrigerator replacements and information on reducing energy usage.  The assistance is available to both home owners and tenants, though in some cases, landlords may be asked to contribute to property improvements.

The Connecticut Department of Social Services will pay for property repairs, including weatherisation-related repairs for homeowners on state welfare, state supplement benefits or state administered general assistance.  The criterion is that the repairs must be needed to allow the occupants to remain in the home
. 

Changing Regulatory Frameworks in WA

The Western Australian State Government is currently debating a Bill in Parliament that, if passed, will create a new Economic Regulation Authority (ERA) to regulate the provision of utility services.  Currently the State Government regulates the tariffs charged by the utility providers for electricity, gas and water.  These will be regulated by the new ERA when it comes into being.  However, the draft legislation for the ERA does not specify who will regulate the miscellaneous charges that the utility providers can bill to customers, an example of which is the “disconnection fee” recently created by Alinta.  During the last quarter of this year, Alinta will introduce a $40 fee for disconnecting a customer’s gas supply.  Furthermore, effective from 1 July this year, Alinta increased its reconnection fee from $27.50 to $40.  Disconnection and reconnection fees impact mostly on low-income and disadvantaged consumers.  Neither of these “miscellaneous charges” is regulated by the State Government, nor is it proposed that they be regulated by the ERA.  The fact that the State Government sees the need to regulate tariffs indicates that it recognises that it has a civic duty to its citizens to ensure the supply of essential services.  The failure to regulate miscellaneous fees and charges almost makes the regulation of tariffs a moot exercise, but one that could be made relevant by including effective consumer protection measures via Regulations, By-laws or Codes of Practice adjunct to the ERA legislation.

The State Government is also in the process of deregulating the retail market section of the gas industry and disaggregating the provision of electricity in WA.  This follows the corporatisation of Western Power and the Water Corporation and the privatisation of Alinta by the previous State Government.  Deregulation, corporatisation and privatisation supposedly create market efficiencies and thus, cost savings for the consumer.  It is however unlikely that the savings will amount to the $1.34 million needed to assist those in our society who cannot afford to pay their utility bills.

Conclusion

What is evident from the information presented above, aside from the fact that utility costs are pushing low-income earners into financial crisis, is that it is recognised that utility costs are a bigger burden on low-income earners than on other economic groups in society.  The utility burden (the amount that a household spends on all utility costs as a percentage of total income) is greater for low-income earners than it is for medium- and high-income earners.  Recognising this, the Victorian Government has established assistance programs in an effort to address the problems.  To a lesser extent, the NSW Government also provides assistance for the cost of essential services.  From a commercial point of view, Telstra, Yarra Valley Water and Western Power recognise that providing assistance to low-income earners is beneficial in terms of public relations and debt management strategies, though in the case of Western Power, as with Alinta, their assistance is at present, not significant.  

Studies carried out in the United States of America have made connections between the inability to pay utility bills and homelessness, between disconnection of utility supply and placement of children in foster care, between the loss of heating and increased heart disease
.  As such, utilities assistance programs exist in various forms throughout the USA.

The Western Australian Government by means of the domestic energy subsidy, concessions on annual water service charges for Concession Card holders, and through Western Power Assist, provide some utility costs assistance for low-income earners. The assistance is however, minute in comparison to the need.  And whilst more and more people find themselves in financial crisis Western Power records an annual net profit of $207.9 million (2001 – 2002), Alinta records an annual net profit of $58.2 million (2001 – 2002) and the Water Corporation records an annual net profit of $296 million (2001 – 2002)
.
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APPENDIX A

WACOSS

Utilities Issues Survey – February 2003

Emergency Relief Agencies report that a major reason why clients seek emergency relief assistance is due to difficulties they experience in paying bills to Utilities.  In an effort to address these issues WACOSS has been working with the State Government, the Office of Water Regulation, the Office of Energy, the Water Corporation, Western Power and Alinta Gas.  It is essential that we have up to date and detailed statistical information to utilise in our work to improve the situation for low-income West Australians and in turn reduce demand on ER agencies.

You have an opportunity to make a difference by taking a few minutes to complete this survey and return it to WACOSS.  Please do your best to fill in the survey even if you need to give a best estimate in some of your answers.  The data that you collect each day and the information provided on your acquittal forms will hopefully help you to answer some of these questions.

Agency:

Name:

Address:

Tel:

Fax:

Email:

Survey Questions

In the past 12 months how many clients have you seen for Emergency Relief Assistance?

Of those clients, how many were experiencing difficulties with paying electricity, gas or water bills ?

Over the last 12 months how much money in total has your agency paid to Utilities ?

If you are able to please provide information regarding the amount to each of the following:

Water Corporation:

$

Western Power:

$

Alinta Gas:


$

Others: (please specify)
$

How common are the following utility issues (Rank from 1 being the most common) that you or your clients experience ?  Please provide further information regarding the types of problems:

Difficulty negotiating a repayment plan:

Disconnection / Restriction:

Refusal to reconnect:

Debts from previous properties / Old Debts:

Concessions / Rebates:

Other (please specify):

How regularly do you see clients who have been disconnected ?

What is the impact on their lives (i.e. in terms of health and other social impacts) ?

How could Utilities deal with debt issues differently ?

What action would you take or advise a client to take if you were unable to resolve an issue with a Utility ?

How often do you refer clients to a complaints resolution scheme such as that run by the Office of Water Regulation ?

Is there anything else that you would like to contribute that you think will be of assistance?

Please return this survey to 

WACOSS, 2 Delhi Street, West Perth, 6005, 

or by fax at 9486 7966.
� This figure is extrapolated from the raw survey data based on the assumption that demand was constant across the 200 ER Agencies.  As only 68 out of 200 agencies returned surveys we have allowed for a sampling error of +/- 8% when calculating this and similarly noted figures in this report [calculated via a 95% confidence interval, i.e.: +/-1.96xsqrt((200-68)/200x(0.75x0.25/68))].  It is assumed that non-return of surveys happened at random.





� ACOSS Data Collection Survey 1998.


� Information provided by the Water Corporation.


� As only 68 out of 200 agencies returned surveys we have allowed for a sampling error of +/- 8% when calculating this and similarly noted figures in this report [calculated via a 95% confidence interval, i.e.: 


+/-1.96xsqrt((200-68)/200x(0.75x0.25/68)).].  It is assumed that non-return of surveys happened at random.


� The Yarra Valley Water company in Victoria reward their ‘hardship customers’ by automatically crediting a sixth payment after five consecutive on-time regular payments have been made.  They also carry out ‘retro-fit programs’ free to the customer, that include auditing and replacement of leaking and inefficient fixtures, in conjunction with the State Government (information provided by Allan Cole, Manager Financial Services, Yarra Valley Water.  Further information available at www.yvw.com.au). 


� 2001 – 2002 Annual Report of the Concessions Unit, Department of Human Services (Victoria), available on the internet at http://www.dhs.vic.gov.au/concessions/docs/Con_Annual_Report2002.pdf


� Ibid.


� 2001 – 2002 Annual Report of the Concessions Unit, Department of Human Services (Victoria), available on the internet at http://www.dhs.vic.gov.au/concessions/docs/Con_Annual_Report2002.pdf


� State of Victoria, 2003. 2003-04 Budget Statement – Budget Papers, Dept of Treasury and Finance. 


� Information provided by the Ministry of Energy and Utilities, NSW Government.


� Howat and Oppenheim, "Low Income Consumer Utility Issues: A National Perspective"; National Consumer Law Centre, Boston, 2000.  Copies available from WACOSS.


� Information provided by the Legal Assistance Resource Center of Connecticut, copyright December 2002.  Copy available at www.larcc.org/pamphlets/utility_energy/energy_assistance_for_low.htm


� Summarised in Howat and Oppenheim, "Analysis of Low-Income Benefits in Determining Cost-Effective Efficiency Programs; National Consumer Law Centre, Boston, 1999.


� See each utility's annual report for 2001-2002.
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