Ofwat’s PR09 Methodology Paper – CCWater response v2 – Appendix A


Affordability
Introduction

This paper summarises the conclusions from CCWater’s analysis of affordability
. 
There is concern, shared by the Government, that water charges in excess of 3% of disposable income before housing costs are undesirable and perhaps, unsustainable in the long term because for a substantial proportion of the population they create financial hardship and increase the risk of non-payment.

This problem is already with us, and by 2009 -10 will be affecting those on bottom decile incomes in all regions and second and third deciles in some regions and for some household types.

Ofwat’s Water Industry Forward Look
 identified a possibility that bills could increase by up to 6% pa on average nationally by 2014-15, with environmental quality investment the variable most likely to push bills up to such levels.

Ofwat hopes that it will be able to reduce the cost of capital in the 2009 price review, which would tend to constrain price increases, but it will not be clear until nearer the conclusion of the review whether debt market conditions make a significant reduction feasible.

Clarity on Water Framework Directive requirements is also some way off, although first indications of the scale of the National Environmental Programme may emerge in February 2008.

Households at Risk of Water Poverty by 2014-15
The effects of bill increases (0% pa, 2% pa, 4% pa, 6% pa, 8% pa and 10%pa) as a proportion of incomes before housing costs are summarised in Table A.1 to Table A.6. The impacts of the water bill on incomes after housing costs are summarised in Tables A.7 to A.12. These calculations assume a 2% pa compound growth in income levels, although evidence from the households below average incomes data set shows that for the bottom decile, and perhaps the bottom 15% of incomes, there has been no real terms incomes growth over the last five years. 
If bill increases were to reach 6% per annum (Table A.4), the numbers in water poverty would rise steeply over the five year period to 2014-15.  Indeed, our predictions (based on a very simplified version of the methods used to estimate affordability effects after the last price review) suggest that the number of households at risk of water poverty before housing costs would: 
· reach  over 3.5 million by 2014-15, or 21% nationally, 
· be close to 30% in Wessex and Wales; and 
· approach 40% in the far South West (Devon and Cornwall).  
· In all regions households on bottom decile incomes (the poorest 10%) would be paying on average 5% of their disposable income (after tax and benefits) on water and sewerage charges  In three regions the level reaches 8% and approaches 11% in the Southwest.  The problem would be significantly worse if incomes for this group continue on the recent flat or downward trend.
If calculated as a proportion of disposable income after housing costs (Table A.10) , the picture is significantly worse.  
· Just over 6 million households are in water poverty (32% of all customers) 
· average charges in all regions exceed 6% of lowest decile incomes, reaching 11% in the South West, where 50% of the population might be paying charges at more than 3% of disposable incomes after housing costs.

In their Strategic Direction Statements, many companies are confident that they need not increase prices by these levels.  Projected levels of price increase over the period to 2015, or in the longer term, are closer to or below 2% in real terms.  This would not increase, and could even reduce, the existing extent of water poverty.  Most companies, however, caution that prices would have to rise more steeply if the environmental quality programme is more exacting than they have provisionally assumed. 

It is a striking feature of the way we pay for water that the incidence of such costs is regressive.  They form a component in the sharply falling ratio of charges to income as income rises (from more than 4p in the £ for the lowest decile to less than 1p for the top decile incomes). This stands in contrast to the incidence of Council Tax after Council Tax Benefit has been applied; here the incidence is broadly flat or slightly progressive in relation to incomes over the first four deciles. There is on present government policy no help corresponding to Council Tax Benefit specifically related to water and sewerage charges.

Effects of Metering
Clearly not everyone pays the average water and sewerage charge.  Opting for a meter has been one way in which customers in high cost areas have protected themselves to some degree from steep rises in water charges. 

It seems to be common ground that potentially adverse effects on poorer households have held successive governments back from compulsory metering.  In particular families with children in lower RV property might find their water bills increasing steeply. In a bad case where compulsion and high Ks combined, it is not impossible for the increase at household level to be over 200% within 7 years.
Companies in areas of water scarcity are now producing water resource management schemes in which they are expected to assess, and decide subject to a power for the Secretary of State to approve or reject their proposal)  a case for compulsory metering in their area.  Many intend to seek powers of compulsion and to make rapid progress towards 100% metering. 
Many companies are also intending to experiment (or watch others experiment) with rising block or seasonal tariffs, and to consider or extend existing schemes to help a minority who face genuine difficulty in paying their bills. If dramatic reductions in water consumption were achieved, the unit cost of water would have to rise for all.

The international experience of rising block tariffs is mixed, and there are almost certain to be trade offs between fairness and equity objectives on the one hand, and structures that maintain the soundness of company finances on the other. 
Ongoing research

There are at least two ongoing pieces of research on tariffs and affordability; for DEFRA (by UKWIR and consultants), and for the EA and GLA. These may well provide a basis for a more satisfactory prediction methodology than we have used to develop this paper.  The methodology could be greatly refined with access to income data in centiles, and better information on regional and sub-regional income distributions.
The key message, whatever the best methodology, is that prediction of impacts of decisions in the context of household finances should be as essential a part of Ofwat’s toolkit as the extensive range of information it now collects about company finances.

Conclusions
These are the main reasons why we believe that the approach to water affordability in the next price review needs to be proactive, with much more attention paid to affordability issues throughout the process.  This would be consistent with Ofwat’s duty to have regard to the needs of households on low incomes.

Ofwat cannot satisfactorily discharge this duty, or play the part it needs to play in decisions on radically different tariff structures, unless it understands the likely impacts of its pricing and tariff decisions on affordability. 

Table A.1. Water Bills 2014-15 as a percentage of income before housing costs (2005-06 prices)

	K = 0 %

	
	
	
	
	
	
	
	
	
	
	

	Income Median Deciles
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	1st
	3.04%
	3.04%
	3.10%
	3.37%
	3.66%
	3.76%
	3.79%
	4.06%
	4.11%
	5.19%

	2nd
	2.07%
	2.07%
	2.11%
	2.29%
	2.49%
	2.56%
	2.58%
	2.76%
	2.80%
	3.54%

	3rd
	1.73%
	1.73%
	1.76%
	1.91%
	2.08%
	2.14%
	2.15%
	2.31%
	2.34%
	2.95%

	4th
	1.48%
	1.48%
	1.51%
	1.64%
	1.78%
	1.83%
	1.84%
	1.97%
	2.00%
	2.52%

	5th
	1.28%
	1.28%
	1.30%
	1.41%
	1.54%
	1.58%
	1.59%
	1.70%
	1.73%
	2.18%

	6th
	1.10%
	1.10%
	1.13%
	1.22%
	1.33%
	1.37%
	1.38%
	1.47%
	1.50%
	1.89%

	7th
	0.96%
	0.96%
	0.98%
	1.06%
	1.15%
	1.19%
	1.19%
	1.28%
	1.30%
	1.64%

	8th
	0.82%
	0.82%
	0.84%
	0.91%
	0.99%
	1.01%
	1.02%
	1.09%
	1.11%
	1.40%

	9th
	0.67%
	0.67%
	0.68%
	0.74%
	0.81%
	0.83%
	0.84%
	0.90%
	0.91%
	1.15%

	10th
	0.46%
	0.46%
	0.47%
	0.51%
	0.55%
	0.57%
	0.57%
	0.61%
	0.62%
	0.78%

	
	
	
	
	
	
	
	
	
	
	

	Households ('000s) at risk of

water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	120
	559
	403
	204
	177
	275
	139
	92
	124
	111

	
	
	
	
	
	
	
	
	
	Total ('000)
	           2,204 

	
	
	
	
	
	
	
	
	
	
	

	Percentage of population at risk of

water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	11%
	11%
	11%
	11%
	8%
	10%
	8%
	9%
	10%
	18%


Table A..2 Water Bills 2014-15 as a percentage of income before housing costs (2005-06 prices)

	K = 2%

	
	
	
	
	
	
	
	
	
	
	

	Income Median Deciles
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	1st
	3.36%
	3.36%
	3.42%
	3.72%
	4.04%
	4.16%
	4.18%
	4.48%
	4.54%
	5.73%

	2nd
	2.29%
	2.29%
	2.33%
	2.53%
	2.75%
	2.83%
	2.85%
	3.05%
	3.09%
	3.90%

	3rd
	1.91%
	1.91%
	1.94%
	2.11%
	2.30%
	2.36%
	2.38%
	2.55%
	2.58%
	3.26%

	4th
	1.63%
	1.63%
	1.66%
	1.81%
	1.96%
	2.02%
	2.03%
	2.18%
	2.21%
	2.79%

	5th
	1.41%
	1.41%
	1.44%
	1.56%
	1.70%
	1.74%
	1.75%
	1.88%
	1.91%
	2.40%

	6th
	1.22%
	1.22%
	1.24%
	1.35%
	1.47%
	1.51%
	1.52%
	1.63%
	1.65%
	2.08%

	7th
	1.06%
	1.06%
	1.08%
	1.17%
	1.27%
	1.31%
	1.32%
	1.41%
	1.43%
	1.81%

	8th
	0.90%
	0.90%
	0.92%
	1.00%
	1.09%
	1.12%
	1.13%
	1.21%
	1.22%
	1.54%

	9th
	0.74%
	0.74%
	0.76%
	0.82%
	0.89%
	0.92%
	0.92%
	0.99%
	1.00%
	1.27%

	10th
	0.50%
	0.50%
	0.51%
	0.56%
	0.61%
	0.62%
	0.63%
	0.67%
	0.68%
	0.86%

	
	
	
	
	
	
	
	
	
	
	

	Households ('000s) at risk of

water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	120
	559
	403
	204
	177
	275
	139
	184
	248
	176

	
	
	
	
	
	
	
	
	
	Total ('000)
	           2,484 

	
	
	
	
	
	
	
	
	
	
	

	Percentage of population at risk of

water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	11%
	11%
	11%
	11%
	8%
	10%
	8%
	18%
	20%
	29%


Table A..3 Water Bills 2014-15 as a percentage of income before housing costs (2005-06 prices)

	K = 4%

	
	
	
	
	
	
	
	
	
	
	

	Median Income Deciles
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	1st
	3.70%
	3.70%
	3.77%
	4.10%
	4.45%
	4.58%
	4.61%
	4.94%
	5.01%
	6.31%

	2nd
	2.52%
	2.52%
	2.57%
	2.79%
	3.03%
	3.12%
	3.14%
	3.36%
	3.41%
	4.30%

	3rd
	2.10%
	2.10%
	2.14%
	2.33%
	2.53%
	2.60%
	2.62%
	2.81%
	2.85%
	3.59%

	4th
	1.80%
	1.80%
	1.83%
	1.99%
	2.16%
	2.23%
	2.24%
	2.40%
	2.43%
	3.07%

	5th
	1.55%
	1.55%
	1.58%
	1.72%
	1.87%
	1.92%
	1.93%
	2.07%
	2.10%
	2.65%

	6th
	1.34%
	1.34%
	1.37%
	1.49%
	1.62%
	1.66%
	1.67%
	1.79%
	1.82%
	2.29%

	7th
	1.17%
	1.17%
	1.19%
	1.29%
	1.40%
	1.44%
	1.45%
	1.56%
	1.58%
	1.99%

	8th
	1.00%
	1.00%
	1.02%
	1.10%
	1.20%
	1.23%
	1.24%
	1.33%
	1.35%
	1.70%

	9th
	0.82%
	0.82%
	0.83%
	0.91%
	0.98%
	1.01%
	1.02%
	1.09%
	1.11%
	1.40%

	10th
	0.56%
	0.56%
	0.57%
	0.62%
	0.67%
	0.69%
	0.69%
	0.74%
	0.75%
	0.95%

	
	
	
	
	
	
	
	
	
	
	

	Households ('000s) at risk of water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	120
	559
	403
	204
	354
	550
	278
	184
	248
	241

	
	
	
	
	
	
	
	
	
	Total ('000)
	           3,140 

	
	
	
	
	
	
	
	
	
	
	

	Percentage of population at risk of

water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	11%
	11%
	11%
	11%
	15%
	20%
	16%
	18%
	20%
	39%


Table A..4 Water Bills 2014-15 as a percentage of income before housing costs (2005-06 prices)

	K = 6%

	
	
	
	
	
	
	
	
	
	
	

	Median Income Deciles
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	1st
	4.07%
	4.07%
	4.15%
	4.51%
	4.90%
	5.04%
	5.07%
	5.43%
	5.51%
	6.95%

	2nd
	2.77%
	2.77%
	2.82%
	3.07%
	3.34%
	3.43%
	3.45%
	3.70%
	3.75%
	4.73%

	3rd
	2.31%
	2.31%
	2.36%
	2.56%
	2.78%
	2.86%
	2.88%
	3.09%
	3.13%
	3.95%

	4th
	1.98%
	1.98%
	2.02%
	2.19%
	2.38%
	2.45%
	2.46%
	2.64%
	2.68%
	3.38%

	5th
	1.71%
	1.71%
	1.74%
	1.89%
	2.05%
	2.11%
	2.13%
	2.28%
	2.31%
	2.91%

	6th
	1.48%
	1.48%
	1.51%
	1.64%
	1.78%
	1.83%
	1.84%
	1.97%
	2.00%
	2.52%

	7th
	1.28%
	1.28%
	1.31%
	1.42%
	1.54%
	1.59%
	1.60%
	1.71%
	1.74%
	2.19%

	8th
	1.10%
	1.10%
	1.12%
	1.21%
	1.32%
	1.36%
	1.37%
	1.46%
	1.48%
	1.87%

	9th
	0.90%
	0.90%
	0.92%
	1.00%
	1.08%
	1.11%
	1.12%
	1.20%
	1.22%
	1.54%

	10th
	0.61%
	0.61%
	0.62%
	0.68%
	0.74%
	0.76%
	0.76%
	0.82%
	0.83%
	1.04%

	
	
	
	
	
	
	
	
	
	
	

	Households ('000s) at risk of water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	                     120 
	           559 
	                403 
	              407 
	                    354 
	           550 
	           278 
	           292 
	             403 
	              241 

	
	
	
	
	
	
	
	
	
	Total ('000)
	           3,606 

	
	
	
	
	
	
	
	
	
	
	

	Percentage of population at risk of

water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	11%
	11%
	11%
	21%
	15%
	20%
	16%
	29%
	33%
	39%


Table A..5 Water Bills 2014-15 as a percentage of income before housing costs (2005-06 prices)

	K=8%

	Median Income Deciles
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	1st
	4.47%
	4.47%
	4.55%
	4.95%
	5.38%
	5.53%
	5.57%
	5.96%
	6.05%
	7.63%

	2nd
	3.04%
	3.04%
	3.10%
	3.37%
	3.66%
	3.77%
	3.79%
	4.06%
	4.12%
	5.19%

	3rd
	2.54%
	2.54%
	2.59%
	2.81%
	3.06%
	3.14%
	3.16%
	3.39%
	3.44%
	4.34%

	4th
	2.17%
	2.17%
	2.21%
	2.41%
	2.61%
	2.69%
	2.71%
	2.90%
	2.94%
	3.71%

	5th
	1.87%
	1.87%
	1.91%
	2.08%
	2.26%
	2.32%
	2.34%
	2.50%
	2.54%
	3.20%

	6th
	1.62%
	1.62%
	1.65%
	1.80%
	1.95%
	2.01%
	2.02%
	2.17%
	2.20%
	2.77%

	7th
	1.41%
	1.41%
	1.44%
	1.56%
	1.70%
	1.74%
	1.76%
	1.88%
	1.91%
	2.41%

	8th
	1.20%
	1.20%
	1.23%
	1.33%
	1.45%
	1.49%
	1.50%
	1.61%
	1.63%
	2.06%

	9th
	0.99%
	0.99%
	1.01%
	1.09%
	1.19%
	1.22%
	1.23%
	1.32%
	1.34%
	1.69%

	10th
	0.67%
	0.67%
	0.68%
	0.74%
	0.81%
	0.83%
	0.84%
	0.89%
	0.91%
	1.15%

	
	
	
	
	
	
	
	
	
	
	

	Households ('000s) at risk of  water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	240
	1,117
	806
	407
	697
	852
	425
	292
	403
	309

	
	
	
	
	
	
	
	
	
	Total ('000)
	           5,548 

	
	
	
	
	
	
	
	
	
	
	

	Percentage of population at risk of

water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	22%
	22%
	21%
	21%
	30%
	31%
	25%
	29%
	33%
	50%


Table A..6 Water Bills 2014-15 as a percentage of income before housing costs (2005-06 prices)

	K = 10%

	Median Income Deciles
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	1st
	4.89%
	4.89%
	4.99%
	5.42%
	5.89%
	6.06%
	6.10%
	6.53%
	6.63%
	8.36%

	2nd
	3.33%
	3.33%
	3.40%
	3.69%
	4.01%
	4.13%
	4.15%
	4.45%
	4.51%
	5.69%

	3rd
	2.78%
	2.78%
	2.84%
	3.08%
	3.35%
	3.45%
	3.47%
	3.71%
	3.77%
	4.75%

	4th
	2.38%
	2.38%
	2.43%
	2.64%
	2.87%
	2.95%
	2.97%
	3.18%
	3.22%
	4.06%

	5th
	2.05%
	2.05%
	2.09%
	2.28%
	2.47%
	2.54%
	2.56%
	2.74%
	2.78%
	3.51%

	6th
	1.78%
	1.78%
	1.81%
	1.97%
	2.14%
	2.20%
	2.22%
	2.37%
	2.41%
	3.04%

	7th
	1.54%
	1.54%
	1.57%
	1.71%
	1.86%
	1.91%
	1.92%
	2.06%
	2.09%
	2.64%

	8th
	1.32%
	1.32%
	1.35%
	1.46%
	1.59%
	1.63%
	1.64%
	1.76%
	1.79%
	2.25%

	9th
	1.08%
	1.08%
	1.10%
	1.20%
	1.30%
	1.34%
	1.35%
	1.44%
	1.46%
	1.85%

	10th
	0.74%
	0.74%
	0.75%
	0.81%
	0.88%
	0.91%
	0.92%
	0.98%
	1.00%
	1.26%

	
	
	
	
	
	
	
	
	
	
	

	Households ('000s) at risk of water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	240
	1,117
	806
	631
	697
	852
	425
	399
	558
	376

	
	
	
	
	
	
	
	
	
	Total ('000)
	           6,102 

	
	
	
	
	
	
	
	
	
	
	

	Percentage of population at risk of

water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	22%
	22%
	21%
	33%
	30%
	31%
	25%
	39%
	45%
	61%


Table A..7 Water Bills 2014-15 as a percentage of income after housing costs (2005-06 prices)
	K = 0 %

	
	
	
	
	
	
	
	
	
	
	

	Median Income deciles
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	1st
	4.82%
	4.82%
	4.91%
	5.33%
	5.80%
	5.96%
	6.00%
	6.43%
	6.52%
	8.22%

	2nd
	2.73%
	2.73%
	2.78%
	3.02%
	3.29%
	3.38%
	3.40%
	3.64%
	3.70%
	4.66%

	3rd
	2.15%
	2.15%
	2.19%
	2.39%
	2.59%
	2.67%
	2.68%
	2.87%
	2.92%
	3.68%

	4th
	1.77%
	1.77%
	1.80%
	1.96%
	2.13%
	2.19%
	2.21%
	2.36%
	2.40%
	3.02%

	5th
	1.50%
	1.50%
	1.53%
	1.66%
	1.80%
	1.86%
	1.87%
	2.00%
	2.03%
	2.56%

	6th
	1.28%
	1.28%
	1.30%
	1.42%
	1.54%
	1.58%
	1.59%
	1.71%
	1.73%
	2.18%

	7th
	1.11%
	1.11%
	1.13%
	1.23%
	1.33%
	1.37%
	1.38%
	1.48%
	1.50%
	1.89%

	8th
	0.93%
	0.93%
	0.95%
	1.03%
	1.12%
	1.16%
	1.16%
	1.25%
	1.26%
	1.59%

	9th
	0.76%
	0.76%
	0.77%
	0.84%
	0.91%
	0.94%
	0.95%
	1.01%
	1.03%
	1.30%

	10th
	0.51%
	0.51%
	0.52%
	0.56%
	0.61%
	0.63%
	0.63%
	0.68%
	0.69%
	0.87%

	
	
	
	
	
	
	
	
	
	
	

	Households ('000s) at risk of  water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	120
	559
	403
	407
	354
	550
	278
	184
	248
	241

	
	
	
	
	
	
	
	
	
	 Total ('000) 
	         3,344 

	
	
	
	
	
	
	
	
	
	
	

	Percentage of Population at risk of  water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	11%
	11%
	11%
	21%
	15%
	20%
	16%
	18%
	20%
	39%


Table A..8 Water Bills 2014-15 as a percentage of income after housing costs (2005-06 prices)
	K = 2%

	
	
	
	
	
	
	
	
	
	
	

	Median Income deciles
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	1st
	5.32%
	5.32%
	5.42%
	5.89%
	6.40%
	6.58%
	6.62%
	7.10%
	7.20%
	9.08%

	2nd
	3.01%
	3.01%
	3.07%
	3.34%
	3.63%
	3.73%
	3.76%
	4.02%
	4.08%
	5.15%

	3rd
	2.38%
	2.38%
	2.42%
	2.63%
	2.86%
	2.94%
	2.96%
	3.17%
	3.22%
	4.06%

	4th
	1.96%
	1.96%
	1.99%
	2.17%
	2.35%
	2.42%
	2.44%
	2.61%
	2.65%
	3.34%

	5th
	1.65%
	1.65%
	1.69%
	1.83%
	1.99%
	2.05%
	2.06%
	2.21%
	2.24%
	2.83%

	6th
	1.41%
	1.41%
	1.44%
	1.56%
	1.70%
	1.75%
	1.76%
	1.88%
	1.91%
	2.41%

	7th
	1.22%
	1.22%
	1.25%
	1.35%
	1.47%
	1.51%
	1.52%
	1.63%
	1.66%
	2.09%

	8th
	1.03%
	1.03%
	1.05%
	1.14%
	1.24%
	1.28%
	1.28%
	1.38%
	1.40%
	1.76%

	9th
	0.84%
	0.84%
	0.86%
	0.93%
	1.01%
	1.04%
	1.05%
	1.12%
	1.14%
	1.43%

	10th
	0.56%
	0.56%
	0.57%
	0.62%
	0.68%
	0.70%
	0.70%
	0.75%
	0.76%
	0.96%

	
	
	
	
	
	
	
	
	
	
	

	Households ('000s) at risk of water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	240
	1,117
	806
	407
	354
	550
	278
	292
	403
	241

	
	
	
	
	
	
	
	
	
	 Total ('000) 
	         4,688 

	
	
	
	
	
	
	
	
	
	
	

	Percentage of Population at risk of  water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	22%
	22%
	21%
	21%
	15%
	20%
	16%
	29%
	33%
	39%

	
	
	
	
	
	
	
	
	
	
	


Table A..9 Water Bills 2014-15 as a percentage of income after housing costs (2005-06 prices)
	K = 4%

	
	
	
	
	
	
	
	
	
	
	

	Median Income deciles
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	1st
	5.86%
	5.86%
	5.97%
	6.49%
	7.05%
	7.26%
	7.30%
	7.82%
	7.93%
	10.00%

	2nd
	3.32%
	3.32%
	3.38%
	3.68%
	4.00%
	4.11%
	4.14%
	4.43%
	4.50%
	5.67%

	3rd
	2.62%
	2.62%
	2.67%
	2.90%
	3.15%
	3.24%
	3.26%
	3.50%
	3.55%
	4.47%

	4th
	2.15%
	2.15%
	2.20%
	2.39%
	2.59%
	2.67%
	2.68%
	2.88%
	2.92%
	3.68%

	5th
	1.82%
	1.82%
	1.86%
	2.02%
	2.19%
	2.26%
	2.27%
	2.43%
	2.47%
	3.11%

	6th
	1.56%
	1.56%
	1.59%
	1.72%
	1.87%
	1.93%
	1.94%
	2.08%
	2.11%
	2.66%

	7th
	1.35%
	1.35%
	1.37%
	1.49%
	1.62%
	1.67%
	1.68%
	1.80%
	1.82%
	2.30%

	8th
	1.14%
	1.14%
	1.16%
	1.26%
	1.37%
	1.41%
	1.42%
	1.52%
	1.54%
	1.94%

	9th
	0.92%
	0.92%
	0.94%
	1.02%
	1.11%
	1.14%
	1.15%
	1.23%
	1.25%
	1.58%

	10th
	0.62%
	0.62%
	0.63%
	0.69%
	0.75%
	0.77%
	0.77%
	0.83%
	0.84%
	1.06%

	
	
	
	
	
	
	
	
	
	
	

	Households ('000s) at risk of water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	240
	1,117
	806
	407
	697
	852
	425
	292
	403
	309

	
	
	
	
	
	
	
	
	
	 Total ('000) 
	         5,548 

	
	
	
	
	
	
	
	
	
	
	

	Percentage of Population at risk of water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	22%
	22%
	21%
	21%
	30%
	31%
	25%
	29%
	33%
	50%


Table A..10 Water Bills 2014-15 as a percentage of income after housing costs (2005-06 prices)
	
	
	
	
	
	
	
	
	
	
	

	K = 6%

	
	
	
	
	
	
	
	
	
	
	

	Median Income deciles
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	1st
	6.44%
	6.44%
	6.57%
	7.14%
	7.76%
	7.98%
	8.03%
	8.60%
	8.72%
	11.00%

	2nd
	3.65%
	3.65%
	3.72%
	4.05%
	4.40%
	4.52%
	4.55%
	4.88%
	4.95%
	6.24%

	3rd
	2.88%
	2.88%
	2.94%
	3.19%
	3.47%
	3.57%
	3.59%
	3.85%
	3.90%
	4.92%

	4th
	2.37%
	2.37%
	2.42%
	2.62%
	2.85%
	2.93%
	2.95%
	3.16%
	3.21%
	4.05%

	5th
	2.01%
	2.01%
	2.04%
	2.22%
	2.41%
	2.48%
	2.50%
	2.68%
	2.71%
	3.42%

	6th
	1.71%
	1.71%
	1.74%
	1.90%
	2.06%
	2.12%
	2.13%
	2.28%
	2.32%
	2.92%

	7th
	1.48%
	1.48%
	1.51%
	1.64%
	1.78%
	1.84%
	1.85%
	1.98%
	2.01%
	2.53%

	8th
	1.25%
	1.25%
	1.27%
	1.38%
	1.50%
	1.55%
	1.56%
	1.67%
	1.69%
	2.13%

	9th
	1.02%
	1.02%
	1.04%
	1.13%
	1.22%
	1.26%
	1.27%
	1.36%
	1.38%
	1.74%

	10th
	0.68%
	0.68%
	0.69%
	0.75%
	0.82%
	0.84%
	0.85%
	0.91%
	0.92%
	1.16%

	
	
	
	
	
	
	
	
	
	
	

	Households ('000s) at risk of water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	240
	1,117
	806
	631
	697
	852
	425
	399
	558
	309

	
	
	
	
	
	
	
	
	
	 Total ('000) 
	         6,034 

	
	
	
	
	
	
	
	
	
	
	

	Percentage of Population at risk of water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	22%
	22%
	21%
	33%
	30%
	31%
	25%
	39%
	45%
	50%

	
	
	
	
	
	
	
	
	
	
	


Table A..11 Water Bills 2014-15 as a percentage of income after housing costs (2005-06 prices)
	K=8 %

	
	
	
	
	
	
	
	
	
	
	

	Median Income deciles
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	1st
	7.07%
	7.07%
	7.21%
	7.84%
	8.52%
	8.76%
	8.82%
	9.44%
	9.58%
	12.08%

	2nd
	4.01%
	4.01%
	4.09%
	4.44%
	4.83%
	4.97%
	5.00%
	5.35%
	5.43%
	6.85%

	3rd
	3.16%
	3.16%
	3.23%
	3.50%
	3.81%
	3.92%
	3.94%
	4.22%
	4.28%
	5.40%

	4th
	2.60%
	2.60%
	2.65%
	2.88%
	3.13%
	3.22%
	3.24%
	3.47%
	3.52%
	4.44%

	5th
	2.20%
	2.20%
	2.24%
	2.44%
	2.65%
	2.73%
	2.74%
	2.94%
	2.98%
	3.76%

	6th
	1.88%
	1.88%
	1.92%
	2.08%
	2.26%
	2.33%
	2.34%
	2.51%
	2.54%
	3.21%

	7th
	1.63%
	1.63%
	1.66%
	1.80%
	1.96%
	2.02%
	2.03%
	2.17%
	2.20%
	2.78%

	8th
	1.37%
	1.37%
	1.40%
	1.52%
	1.65%
	1.70%
	1.71%
	1.83%
	1.86%
	2.34%

	9th
	1.12%
	1.12%
	1.14%
	1.24%
	1.34%
	1.38%
	1.39%
	1.49%
	1.51%
	1.91%

	10th
	0.75%
	0.75%
	0.76%
	0.83%
	0.90%
	0.93%
	0.93%
	1.00%
	1.01%
	1.28%

	
	
	
	
	
	
	
	
	
	
	

	Households ('000s) at risk of water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	365
	1,549
	1,210
	631
	1,040
	1,154
	573
	399
	558
	376

	
	
	
	
	
	
	
	
	
	 Total ('000) 
	         7,854 

	
	
	
	
	
	
	
	
	
	
	

	Percentage of Population at risk of water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	34%
	31%
	32%
	33%
	44%
	42%
	33%
	39%
	45%
	61%

	
	
	
	
	
	
	
	
	
	
	


Table A..12 Water Bills 2014-15 as a percentage of income after housing costs (2005-06 prices)
	K = 10%

	
	
	
	
	
	
	
	
	
	
	

	Median Income deciles
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	1st
	7.75%
	7.75%
	7.90%
	8.59%
	9.34%
	9.60%
	9.66%
	10.35%
	10.50%
	13.24%

	2nd
	4.40%
	4.40%
	4.48%
	4.87%
	5.29%
	5.44%
	5.48%
	5.87%
	5.95%
	7.51%

	3rd
	3.47%
	3.47%
	3.53%
	3.84%
	4.18%
	4.30%
	4.32%
	4.63%
	4.70%
	5.92%

	4th
	2.85%
	2.85%
	2.91%
	3.16%
	3.43%
	3.53%
	3.55%
	3.81%
	3.86%
	4.87%

	5th
	2.41%
	2.41%
	2.46%
	2.67%
	2.91%
	2.99%
	3.01%
	3.22%
	3.27%
	4.12%

	6th
	2.06%
	2.06%
	2.10%
	2.28%
	2.48%
	2.55%
	2.57%
	2.75%
	2.79%
	3.52%

	7th
	1.78%
	1.78%
	1.82%
	1.98%
	2.15%
	2.21%
	2.22%
	2.38%
	2.41%
	3.05%

	8th
	1.50%
	1.50%
	1.53%
	1.67%
	1.81%
	1.86%
	1.87%
	2.01%
	2.04%
	2.57%

	9th
	1.22%
	1.22%
	1.25%
	1.36%
	1.47%
	1.52%
	1.52%
	1.63%
	1.66%
	2.09%

	10th
	0.82%
	0.82%
	0.84%
	0.91%
	0.99%
	1.02%
	1.02%
	1.09%
	1.11%
	1.40%

	
	
	
	
	
	
	
	
	
	
	

	Households ('000s) at risk of water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	365
	1,549
	1,210
	854
	1,040
	1,154
	729
	512
	701
	441

	
	
	
	
	
	
	
	
	
	 Total ('000) 
	         8,553 

	
	
	
	
	
	
	
	
	
	
	

	Percentage of Population at risk of water poverty by 2014-15
	Northumbrian
	Thames
	Severn Trent
	Yorkshire
	Anglian
	U.U.
	Southern
	Wessex
	Dwr Cymru
	South West

	
	34%
	31%
	32%
	44%
	44%
	42%
	43%
	50%
	57%
	72%


� The assumptions used in its development are as follows: 


According to the Government’s indicator of sustainability, affordability is an issue for anyone paying more than 3% of their household income (after tax and national insurance) for water charges;


Income levels were calculated using data for UK median income deciles.  The projections to 2014-15 assume a 2% real terms growth.


� Ofwat (2004)





