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Power price rises hit consumers
Household electricity affordability is· a
growing issue, writes Tenzin Bathgate
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conditioning allowance for con­
cession card holders Energywatch
- the independent gas and elec­
tricity regulator in the UK - has
proposed social tariffs as part of an
Energy Assistance package to deal
with the increasing issue of utilities
poverty in that country

Of course, the Government's pol­
icy of having uniform regulated
electricity tariffs across the state
means many consumers in those
parts of rural and regional Queens,­
land serviced by ErgonEnergy pay
far less for their electricity than it
costs t(}supply
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latedtariffs exacerbate an. already
difficult affordability problem

Queensland and EIgon in par­
licular already has the highest
percentage disconnection late per
100 customers in the country.

Energy efficiency measures which
lead to cost savings can only address
part of the problem of affordability

There is' an urgent need for the
Government to indicate cIearIyits
long-term polices on electricity

prices and assistance
measures, and for a well­
informed public debate

If these issues are not
addressed soon an open
inquiry into the costs of
energy and how the deliv­
ery of an affordable essen­
tial service can be main-
tained would be helpful.

The QCA's consultation on the
BReI is not enough The Govern­
ment. needs to show clearly that it
has policies which will provide long­
tenn solutions to the'growing issues
of electricity affordability and the
need for assistance measures.

In SouthAustralia when FRC was
first introduced in 2003 the standard
resi~entialelectricity tariff increased
by nearly 25 per cent

Energywatch in the· D'K, has
reported that between: 2003an:d
2006 average electricity bills rose by
60 per cent In Queenslal1dw~,are
looking. at a possible 18 per cent rise
over tWo years; Thefufure is hot
looking .soaffordapl,€.for Queens­
land consumers.. '.. ", "':.

We need solutions now to dealing
with affordability

Tenzin Bathgate is a senior researcher
with the Centre for Credit and

Consumer Law, Griffith University.

haste and with minimal consultation
with consumers

It is far from ciear tbe BRCI
detailed methodology is best for
Queensland consumers. Fortunately,
the methodology is being reviewed
by the QCA as part of BRCI
calculation procedures and QCA is
consulting with stakeholders

The methodology may be im­
proved as a result But questions will
still remain about the whole concept
01 using the BRCI to indicate by how
much regulated. electricity prices
should change each year

What happens to the BRCI
affordability will remain a major
policy issue. This raises the import­
ant questions of how the affordabil"
ityof an essential service will be
addressed in the long term if energy
and netw"ork costs continue to rise
and get passed on to the consumer.

What role should governments
play in relation to pricing oian
essential service?

Energy efficiency measures
which lead to cost savings
can only address part of
the problem of affordability

One approach is to have-Jargeted
assistance measures For instance,
Queensland has an electricity and
gas rebate scheme for pension
cardholders, electricity drought
relief arrangements and now a
home energy emergency· assistance
scheme. But it is a system that will
need strengthening in the futuI e if it
is to deal with the gap betw"een
affordability and actual prices

For instance, in Victoria con­
cession card holders can obtain a
concession if their electricity usage
charge is less than the supply charge
or if they change their residential
address and reconnect to a new
property. In addition there is a
concession scheme which provides
"once off' assistance for the repair
or replacement of an essential
appliance that has failed, such as a
hot water syste~,

Western Australia has an air-

Q
UEENSLAND con­
sumers were promised

. significant cost savings
by the State Govern­
ment with the introduc­

tion of full competition in the retail
electricity sector. How things
change in a short time. Any cost
savings have been cancelled out

Regulated electricity prices are
going up not down and hence
affordability is an increasing issue
for Queensland households.

In 2007, the price increased more
than 11 per cent. In 2008, a price
increase. of 7 per cent is being
mooted by the regnlator - the
Queensland Competition AUthOIity.

This increase is based on use of
the Benchmark Retail Cost Index
which was introduced to coincide
with the introduction of full retail
competition last year Previously,
changes in electricity prices were
generally tied to tbe CPI.

The BRCI attempts to estimate
the actual cost of providing elec­
tricity throughout Queensland and
takes into account the cost of
energy, network costs .and retail
costs Many of these·costs, particu­
larly network costs, have signifi­
cantly increased in recent years
And recently the drought has affec­
ted the cost of energy thorough
reduced generation capacity and
increased costs

Taking into account the 2007 and
proposed 2008 price increases,
Queensland households potentially
are facing an 18 per cent increase in
electricity prices within two years.

Premier Anna Bligh and Mines
and Energy Minister Geoff Wilson
have foreshadowed their concern
about the proposed 7 per cent
increase in electricity prices.

They have asked the QCA to
scrutinise its draft: decision more
closely and ensure it takes into
account the impact of the breaking
of the drought and the consequent
reduction in generation costs.

But what if the rain had not
fallen? What arguments would the
Government have used to advocate
a lower increase in electricity prices
than proposed by the QCA?

The BRCI was introduced by the
State Government in 2007 in great
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