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EXECUTIVE SUMMARY
Improving Energy Assistance in Illinois

Energy affordability is an urgent public policy concern in the State of Illinois.  There is a growing need for energy assistance that far exceeds the current funding levels.  This funding gap is exacerbated by the upward swing in natural gas prices.
In Illinois, approximately 789,000 households qualify for the Low Income Home Energy Assistance Program (LIHEAP) based on income levels. Each year about 300,000 receive LIHEAP funds.

Even more disturbing is the fact that even after receiving a LIHEAP grant, low-income households’ energy bills still consume 17% of monthly income.  This compared with the non-low-income average of 3% to 6%.  

The upward volatility of natural gas prices since 2001 has increased the need for energy assistance both in the number of households and the size of the grant.  Although utilities have no ability to control prices commanded in the national market, they do attempt to mitigate volatility by financial and physical hedging, firm transport and storage contracts, and other techniques.  The American Gas Association says that expanding exploration and production is a key factor to keeping gas prices stable in the future.  In the meantime, something must be done to address the immediate need.  

Approximately 80% of Illinois homes heat with natural gas.  If energy assistance resources are not increased and natural gas prices continue at high levels, the inevitable result will be more households unable to sustain the cost of heating their homes, leading to escalating payment arrearage problems and service disconnections.  

This mounting crisis warrants an urgent call to action.  Utilities, the State of Illinois, elected officials, local community organizations and other stakeholder groups must act now to address the growing problem of energy affordability and the financial crisis facing Illinois’ low-income households.

A collaborative solution is required to provide the necessary assistance to low- and fixed-income customers while at the same time not placing the financial hardship solely on the utility provider or the government.

Illinois can become a national leader in forging a comprehensive energy assistance strategy aimed at empowering low-income households to take control of their energy bills.

Utilities, government and community groups must come together to produce a comprehensive Illinois State energy assistance strategy that should:

· Provide the low-income population with one-stop shopping (energy assistance, food stamps, income tax credits, etc.) 

· End the cycle of LIHEAP recipients’ disconnection and reconnection year-to-year

· Expand the levels of payment assistance by:

· Increasing the commitment from all customers to State HEAP funds 

· Securing a commitment from utilities to share a percentage of reduced bad debt with low-income customers

· Providing debt arrearage reduction for “can’t pay” recipients

· Increasing the integration of weatherization assistance and budget counseling services with payment assistance

· Require a financial commitment from recipients to encourage accountability and self-sufficiency

· Update Illinois utility regulation to afford flexibility in pursuing timely payment from customers who are able, but unwilling, to pay their utility bills
The proposed solutions involve increased efficiencies of LIHEAP and a greater commitment from the larger community.  These solutions should deliver maximum financial assistance to the customer along with long-term advice on energy management.  They lead to the creation of a vested partnership between the recipient and the giving entity that should break the cycle of year-to-year reliance on assistance and reduce the probability of customers losing service.















A POLICY AGENDA

Peoples Energy proposes to engage the State of Illinois and other stakeholders in a collaborative dialog aimed at forging a long-term energy assistance strategy. Key elements are summarized below.

Illinois Energy Assistance Summit – First, Peoples Energy offers to work with the State of Illinois and other utilities to convene an Energy Assistance Summit, gathering key stakeholders to articulate a long-term energy assistance vision for the State and develop an action plan. 

Enhanced Energy Assistance – Peoples Energy proposes an Enhanced Energy Assistance concept. The program is aimed at increasing the level of energy assistance to needy households, while incentivizing LIHEAP-eligible customers to make consistent, affordable payments. The program would require new levels of commitment from key stakeholders: utilities, the State of Illinois, low-income customers as well as the non-low-income customer population.  

LIHEAP Plan – A discussion of possible enhancements to LIHEAP is needed – both at the state and federal levels – that would help grant recipients to better manage their heating bills and reduce the likelihood of service disconnection. 

Possible changes at the state level include requiring LIHEAP recipients to go onto their utility’s budget payment plan; limiting grant access to customers who have made at least two payments in the previous six months; and providing financial rewards for LIHEAP recipients who successfully complete a certain number of consecutive bill payments.

LIHEAP Processing Effectiveness – Adopt process changes that have the potential to streamline and simplify grant administration and inter-agency communications. LIHEAP is scheduled to be transferred from the Department of Community and Economic Opportunity (DCEO) to the Department of Public Aid in July 2004. Peoples Energy sees this as a positive step toward achieving this goal. 

Supplementing Energy Assistance Funds – Maximize low-income household energy assistance funds. Possibilities include: insert a check box allowing Illinois residents to donate tax refunds to energy assistance programs, allow escheated funds and maximize Illinois’ reported LIHEAP Leveraging dollars to secure the largest possible share of federal LIHEAP State Leveraging funds.

Increase Coordination Efforts – Increase information sharing and leverage customer communication channels among utilities, local government agencies and community-based organizations. Some examples include welfare and food stamps.



CURRENT ENERGY ASSISTANCE
Currently, assistance for low- and fixed-income customers primarily comes from LIHEAP, which in Illinois is funded by the Federal government and supplemented by the State of Illinois (through a flat customer charge on bills).  

Federal Weatherization Assistance Program funds for weatherization and home and heating system repairs also are available to help some low-income households.  

In addition to these government appropriations, Illinois utilities operate “Fuel Funds” to channel donations to low-income households, and the State of Illinois has recently begun planning a statewide fuel fund drive (“The Good Samaritan Fund”).

LIHEAP Funding

LIHEAP funding comes from a combination of federal and state sources.  

Federal LIHEAP dollars have remained flat over the last three years, with the addition of some level of Federal Emergency LIHEAP funds released each year by the White House.  

The State of Illinois also funds LIHEAP through Section 13 of Illinois’ Energy Assistance Act. Section 13 of the Act provides for state funding by imposing monthly flat charges on residential and non-residential electric and gas customers. 

At the federal level, this program contributes another $65-$69 million each year as a supplement.

Illinois LIHEAP Funding




2001
2002
2003

Federal Appropriated 
$ 83.25
$ 83.25
$ 84.10

Federal Emergency
$ 32.17
$   7.10
$   7.48

State


$ 69.13
$ 65.30
$ 65.00
Total Funding In Millions
$184.55
$155.65
$156.58
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Included in the federal LIHEAP appropriation are “State Leveraging” LIHEAP funds. These are matching funds that the Federal government designates to states based on the energy payment and weatherization assistance dollars raised through state, utility and other local programs. The total amount of Leveraging funds a state reports will determine that state’s proportional share of the federal allotment each year. To maximize their share of these funds, Illinois should be certain it reports energy assistance dollars raised through fuel funds, private donations, and energy efficiency programs operated by utilities, the state, or any other organizations.

As a result of the State LIHEAP funds raised in Illinois, Illinois is rewarded a portion of the State Leveraging funds, which in FY 2002 amounted to 1.03 million additional LIHEAP dollars. Illinois should view these funds as a return on the State LIHEAP dollars it “invests” each year.  

In 2001, the State of Illinois broadened the LIHEAP income-eligibility criteria to target households with incomes up to 150% of federal poverty guidelines. This was done in order to extend assistance to a broader segment of the “working poor.” During the period since this program change, the LIHEAP funds have remained constant while the number of customers applying for the benefit has increased.

For example, between 2002 and 2003, LIHEAP energy assistance funds allocated to the counties that Peoples Energy serves remained approximately constant, while the number of LIHEAP grant recipients grew by 16%. As a result, the average LIHEAP grant fell by 16%. This widening funding gap is discussed further below.

At the current level of federal and state LIHEAP appropriations, the State of Illinois has set a target for LIHEAP to serve approximately 40% of LIHEAP-eligible households statewide. In 2001, LIHEAP (federal and state) provided some form of assistance to 318,238 households, representing 40% of the estimated 789,668 LIHEAP-eligible households statewide.
  

PEC – LIHEAP Funding vs. Recipient Growth

	
	2000
	2001
	2002
	2003

	LIHEAP Funding
	$18,842
	$39,203
	33,977
	33,804

	LIHEAP 

Grants
	49,901
	80,316
	75,202
	86,931

	Avg. LIHEAP Grant
	378
	488
	452
	389


LIHEAP Administration

At the present, LIHEAP administration is the responsibility of the Illinois Department of Community and Economic Opportunity (DCEO). 

Each year, in accordance with federal legislation enabling LIHEAP, the DCEO prepares a State LIHEAP Plan for submittal to the U.S. Department of Health and Human Services.
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The LIHEAP program year begins every September 1 and runs until May 31, or until the funds are exhausted. The process allows the elderly, disabled and customers with disconnected service to apply on September 1, while others are required to wait until November 1. 

There are two types of grants that are available for customers. The Direct Vendor Payment grant (DVP), which is granted based on income eligibility, and the Emergency Services grant (ES), which is granted to restore disconnected service.  
The process for DVP grants requires that customers apply at a local intake site. The customer must present identification, proof of income and a copy of their most recent heating bill. In Chicago, the intake site forwards the application and documents to the Community and Economic Development Association’s (CEDA) central processing location for income verification and approval. After reviewing the application, CEDA mails a letter of approval or denial to the customer. If approved, CEDA forwards a biweekly electronic file to the utility. From the time the customer applies for the grant to the time the grant posts to a customer’s account is approximately 30 days.
The process for ES grants requires that customer accounts be disconnected for non-payment. This differs from most states, where eligible customers can apply for an ES grant before the utility has physically disconnected service.  In the case of Illinois, by withholding access to ES grants until a customer has been disconnected, the program implicitly encourages low-income customers to allow the utility to carry out a service disconnection in order to receive the ES benefit.

Customers must apply at an intake site. The intake site forwards the application to CEDA, which in turn transmits the information to the utility for verification that the service has been disconnected, and for a restoration quote. The utility e-mails the information to CEDA for a commitment amount. CEDA then sends the commitment amount back to the utility. Customers have 15 days to pay their portion of the bill and call the utility for restoration of service.
While the current process does work, it often takes longer than expected because of an antiquated computer system and high volume. Together, we must strive to shorten the restoration process for customers.


Fuel Funds

Some utilities in Illinois operate fuel funds to supplement LIHEAP energy assistance dollars. For example, Peoples Energy operates the Share the Warmth program, through which it matches customer and employee donations and channels the funds to low-income customers through the Salvation Army. An eligible customer may receive a matching grant up to $200. This was the first year a matching component was added to the program; an additional matching grant will be provided to customers who remain current on their bills for six months. This program raised approximately $356,000 in FY 2003.
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Peoples Energy also operates an energy assistance program called the Gift of Warmth where individuals or businesses can purchase “gift cards” and give them to customers who then can use the “gift card” as credit toward their account.

The State of Illinois recently legislated the creation of a state fuel fund, the Good Samaritan Fund, to help supplement the assistance available to customers who have been disconnected for non-payment and whose arrearage exceeds the available LIHEAP Emergency Services grant. This statewide fuel fund will be operated and financed by DCEO. The specific design is still being worked out. 

In summary, energy payment assistance and weatherization services in Illinois provide low-income and “working poor” families with vital supplemental income and some measure of protection against loss of home heating services. However, there is a clear and widening gap between the current funding levels and the level of need.  
THE CHALLENGE

Pressures such as high rates of unemployment, escalating healthcare expenses and rising winter heating bills make budgeting for monthly living expenses a daunting challenge.

The energy assistance funding gap is measured both in terms of the number of LIHEAP-eligible households not reached due to funding limitations, and the amount of household energy burden not covered by current energy assistance grant levels.

Limited Reach of LIHEAP

In terms of reach, approximately 60% of Illinois’ LIHEAP-eligible households either receive no assistance or obtain assistance through HUD, a fuel fund, or some other source for energy assistance. About 40% of Illinois’ LIHEAP-eligible households receive a form of LIHEAP assistance.


Gas Price Volatility

The upward volatility of natural gas prices since 2001 has increased the need for energy assistance both in terms of the number of households, as well as the size of grants needed.

In spring 2003, the country saw record high natural gas prices on the New York Mercantile Exchange (NYMEX). This was attributed to tight supplies and sustained cold weather in the spring that increased usage and demand. The result was significant price spikes in the market and led to higher gas bills for customers nationwide. This was the second such price spike in the past three years. Prices during the current heating season have continued to be higher than historical levels.
Although utilities have no ability to control the prices commanded for natural gas in the national market, utilities across the country have tried to mitigate the volatility by financial and physical hedging, signing firm transport and storage contracts, and other techniques.  

While gas distribution utilities do not markup the cost of natural gas for customers, customers nonetheless feel the pinch when supply charges rise. The gas price spike in 2001 caused natural gas prices to increase by a statewide average of 71% over the previous heating season.
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As gas prices rise, home heating bills consume a larger percentage of household income. The situation becomes even more dire if recent volatility in natural gas costs points to long-term, elevated prices compared to historical levels.

As natural gas usage continues to increase, the American Gas Association says that expanding exploration and production domestically will be a key factor to keeping gas prices down in the future. Federal Reserve Chairman Alan Greenspan testified before the Senate Energy Committee regarding anticipated natural gas price increases and stressed the need for an expansion of liquefied natural gas (LNG) imports as a long-term solution to ease gas price volatility. Greenspan said, “distant futures prices suggest that we are not apt to return to earlier periods of relative abundance and low prices anytime soon."

Increasing Energy Burden

Most researchers have observed that an energy burden over 10% is not sustainable by a low-income household, and will lead to payment arrearage difficulties. Meanwhile, the Illinois Department of Natural Resources estimates that the energy burden shouldered by the average Illinois, LIHEAP-eligible household (before accounting for the LIHEAP grant) during the 2001 heating season was 30.7%. (After LIHEAP direct vendor payments, the energy burden was reduced to 17.1% of monthly income, still too high for many households, and a root cause of the high levels of arrears that continue to be experienced by LIHEAP recipients following the 2001 heating season.
)

In places like the City of Chicago, older housing stock contributes to higher heating usage levels per square foot.

However, today, the link between energy affordability and energy efficiency is generally under-appreciated. This points to the opportunity to better leverage the complementary activities of the Weatherization Assistance Program (WAP) and LIHEAP.

Impacts on Utilities

Over the past three years, across the country, utilities have seen substantial increases in their uncollectibles expense. In fact, all utilities face bad debt and disconnection issues. Industry wide in Illinois, utility bad debt write-offs have increased from $87 million in 2000 to $154 million in 2002.

For utilities, service interruption is a last-resort collections measure and a necessary step to curb escalating debt exposure. Illinois utilities increasingly recognize the importance of addressing the payment challenges of low- and fixed-income households with one set of strategies, and addressing non-payment by households who can pay, but do not, with different strategies.


Each year, utilities disconnect thousands of customers for non-payment. Disconnecting customers is the company’s last resort to collect payment. Financial assistance and payment plans play key roles in avoiding the disconnection of service, but they do not eliminate the need to hold every customer ultimately accountable for paying energy service fees or facing service disconnection.

The experience of Peoples Energy is emblematic of the challenges facing northern gas companies over the last three years. As gas prices have increased over this time period, Peoples Energy has worked hard to facilitate energy payment assistance to eligible customers facing unmanageable gas bills. However, as a consequence of the increasing bad debt exposure, Peoples Energy, like every utility, has had the obligation to disconnect customers in order to stem further uncollectible debt from mounting. For instance, in 2003 Peoples Energy disconnected about 80,000 accounts. 

It is costly for utilities to disconnect customers. In Illinois, Administrative Law Code, Part 280 dictates certain measures that utilities must take in processing an account for disconnection. Credit and collection activity is defined to include the following types of actions by a utility: 

· Late notice on bills

· A shutoff notice
· Personal contact
· Disconnection of service

· Reconnection of service

The costs of disconnection and reconnection are high for utilities and its customers. It is very much in the financial interest of both utilities and its customers and in the best interest of society in general, to pursue cost-effective strategies for assisting low-income customers, in lieu of resorting to disconnection.

Based on Peoples Energy customer discussions and surveys, customers indicate that they want prices to be affordable and their bills to be protected against severe price spikes.

Utilities would like to pursue strategies to alleviate low-income arrears and avoid service disconnection. 

In Illinois some of the measures that utilities are testing to help provide reliable and affordable gas service to low-wage customers include:

· Referrals to community-based programs that provide energy assistance, weatherization and/or budget counseling

· Promote budget payment programs

· Allow fixed-income customers to designate their billing date to coincide with their monthly public assistance payment

· Provide energy efficiency services targeted at high-use, low-income, (possibly) payment-troubled customers

· 
Help facilitate access to supplemental income sources, such as low-income tax credits

· Purchase and price hedging strategies, such as:

· Purchase gas from suppliers at best available prices

· Fill storage in the summer when prices are traditionally lower

· Expand price protection programs to include the use of financial markets to lock in prices (also called hedging) months before gas is needed

Utilities in other states have piloted the following:

· Fixed gas commodity price options 

· Fixed bill options

At the same time, utilities should be given maximum flexibility in responding to customers who are not low-income. Non-LIHEAP customers who habitually pay late or who represent high non-payment risk, despite the fact that their household income is sufficient to shoulder their utility payments, represent a significant portion of most utilities’ receivables and bad debt portfolios. Therefore, utility credit and collections strategies need to distinguish between “can’t pay” customers versus “won’t pay” customers and devise assistance programs and collections strategies appropriate to each segment.

The Interest of State Government

Minimizing the number of customers unable to pay their utility bills is in the best interest of all parties. Providing basic, essential services year-round is a public health and safety issue. The lack of such services drives a significant amount of public discontent.  Finding solutions to the issue would not only serve the public good, it would also serve the interests of low-income advocates and special interest groups. Succinctly stated, it is good government.

There is a cost to state and local governments in implementing and administering assistance programs.  Improving the system would result in savings for the utilities and government and more benefits going directly to residents. 


Recommendations
Energy affordability and universal service are important public policy concerns. As this paper has argued, despite the energy assistance efforts and resources currently available, the level of energy assistance falls well short of the need. The time has come for the State of Illinois to develop a comprehensive energy assistance strategy. 

Peoples Energy embraces the notion that government, utilities and customers will need to invest new effort and resources in innovative strategies that will address the energy assistance gap.


Outlined below are recommendations on ways to bring together government and utilities along with community and church leaders, neighborhood organizations, businesses and individuals to address the critical energy needs of low- and fixed- income residents. 

Illinois Energy Assistance Summit

Considering the need and the expected transfer of LIHEAP to the Department of Public Aid, the timing is right for an Illinois Energy Assistance Summit. Discussions about similar efforts have been taking place among leaders throughout Illinois. This could take the form of a roundtable discussion to address the overriding issue of energy-related needs of low- and fixed-income residents. Peoples Energy would welcome this.  

The Energy Assistance Summit would invite experts from a variety of fields including welfare to work, anti-hunger initiatives, aging, National Fuel Funds Network and others. 

The panel would address some of the basic challenges in assisting low- and fixed-income residents in managing their energy costs. They need to learn more about early intervention, teaching residents to conserve energy to lower energy costs, and new methods to help customers manage their energy bills. The end goal of the summit should be to develop an Illinois solution for energy financial issues that can set the standard for the nation. This could translate into a variety of initiatives to address these issues.  

Examples of others such initiatives that have produced successful results are:

· Mayor Daley’s Reading Roundtable – held in 2001, this was a panel discussion with reading experts from across the country aimed at finding solutions to the reading challenges in the Chicago Public School (CPS) system. It resulted in changes to the CPS reading curriculum.

· Money Smart Week – a financial literacy outreach initiative of the Federal Reserve Bank of Chicago. The program, still in its infancy, brings together financial institutions, government agencies, businesses, community groups, schools and libraries to carry out educational activities to help consumers learn how to manage personal finances.

Enhanced Energy Assistance Program

Peoples Energy proposes an Enhanced Energy Assistance Program.  The program recognizes that while current energy assistance programs in Illinois provide a sound foundation, they are inadequately funded to meet the needs of low-income customers.  The program is aimed at increasing the level of energy assistance to low-income households, while empowering LIHEAP-eligible customers to make consistent, affordable payments.


The Enhanced Energy Assistance Program would require new levels of commitment from utilities and the State of Illinois, as well as low-income customers and the non-low-income customer population.  

Guiding Principles

In general, the program stands on two basic principles:

· Each participant in the program – this includes the low-income household, the community, and the utility  – should contribute in some fashion to resolving the inability-to-pay problem. 

· The community and industry components should be structured such that the cash supplement responsibilities are finite and potentially offset through the implementation of energy efficiency measures.

Goals

The goals of the program should be:

1. Expand Financial Resources: The program should go beyond the funding currently available from federal and state LIHEAP.  Because significant increases in federal appropriations are unlikely, additional state funds must be made available to address low-income energy problems.  

2. Public/Private Partnerships: Given (a) the need for greater resources; (b) the perception of existing fuel assistance being "welfare for utilities"; and (c) the substantial benefits that flow to the energy industry as a result of fuel assistance, an expanded public/private partnership is an essential component of the program.

3. Increased Personal Responsibility: Consistent with other current welfare reform proposals, the program should promote individual household responsibility.

4. Increased Weatherization Integration: Given the one-time nature of fuel assistance benefits and scarce resources relative to need, the program should more fully integrate weatherization and fuel assistance. 
Proposed Program Design

Peoples Energy proposes a focused effort involving the State of Illinois, the utilities, low-income customers and the broader customer base. All of these stakeholder groups – including the customer/recipient of funds – will be asked to “invest” additional financial resources in order to fund this innovative initiative.


The program will be aimed at helping the LIHEAP-eligible customers make consistent payments, retire any payments in arrearage and, most important, avoid disconnection. The program will, of course, require funding. The stakeholder groups should address various funding mechanisms, including increasing the state LIHEAP meter charge currently in effect. 

Proposed program elements to be considered include the following:

· Incentives:  Utilities could provide an incentive for consistent payment by providing arrearage forgiveness if the customer makes scheduled payments. Utilities would need to be entitled to recovery of the forgiven arrearages.

· Education:  Because current assistance still does not fill the full need of LIHEAP-eligible residents, intake sites could provide additional help by informing clients of other sources of assistance, budget planning and the integration of weatherization to lower monthly bills.

· Weatherization Integration: Each utility would be encouraged to donate weatherization funds to assist with the weatherization of the customers’ premises. In addition to recovering the cost of weatherization measures provided by the utility, the utility should be able to recover costs associated with the declining volumes due to installation of the weatherization measures.  This could take the form of a declining volume tracker or some other mechanism.
LIHEAP
Overall, utilities would like to see the Illinois LIHEAP program: a) transitioned to one that includes more accountability, or “investment,” on the part of the grantee; and b) streamlined, so that the process is less costly to administer and less time-consuming. 

Encourage Accountability

The proposed enhanced energy assistance program could interact with the current LIHEAP program in a variety of ways. Whether or not such a comprehensive energy assistance program ultimately evolves, it is time to encourage an invested partnership between energy assistance recipients and the assistance provider.

The “investment” that the customer makes should include some form of appropriate financial commitment. It could also include a time commitment, such as a commitment to participate in energy efficiency and budget counseling.  


Our new Share the Warmth pilot is one means of testing the effectiveness of incentivizing customers to pay their bills consistently. Peoples Energy is monitoring and evaluating the results of this pilot to ascertain the program’s impact on payment behavior.

Possible examples of how LIHEAP at the state level might encourage grantee accountability as a condition of gaining access to LIHEAP funds might include:

· As a condition for accessing a DVP or ES LIHEAP grant; consider imposing the requirement that a customer has made a good faith effort to pay gas bills over the previous six months.

· To break the cycle of overall customer debt and prevent loss of service year after year, pilot a program that automatically enrolls LIHEAP recipients in their utility’s budget payment plan. Requiring customers to participate in the budget payment plan will encourage more consistent utility bill payment each month, which should assist customers in better managing their energy costs.  

· Consider piloting a program wherein LIHEAP clients are offered an “extra” cash benefit in April as an incentive to make consistent payments during the winter Moratorium months.

Enhance LIHEAP Administrative Practices

The State of Illinois should adopt administrative practices and process changes that have the potential to improve program use of funds, and streamline and simplify grant administration and inter-agency communications.  

For this initiative, Peoples Energy would be pleased to collaborate with the Department of Community and Economic Opportunity, Community Action Agencies and other utilities in completing a LIHEAP process assessment and identifying promising improvement initiatives.

There are some general administrative improvements to consider moving forward. The purpose of these recommended changes is to make applying for assistance easier for the customer, the utility and intake sites, as well as shorten the time it takes to process applications. 

This ensures customers get assistance more quickly and saves additional costs of administering the program. Some concrete ideas are presented in the following table:




	Proposed LIHEAP Administrative Improvements

	· To encourage prior year applicants to apply in the current year, intake sites should use their historical data and cross reference to identify former applicants and conduct outreach to them.

· To increase efficiency, LIHEAP applications should be mailed to customers who have received grants in prior years. This would allow application completion prior to coming to a LIHEAP intake site.

· To help prevent recipients from losing their approved grant, intake sites should perform outreach – possibly by sending a letter – with customers that don't pay their obligation within the required 15 day time period.

· To expedite the application process, all intake sites should utilize PCs to process applications and track applicants.

· To ensure accurate customer information is being sent to the utility, compensation to intake sites should be based on the accuracy and timeliness of application processing.

· To reduce restoral time for customers, grant commitments should be transmitted daily to utilities.

· To ensure customers’ accounts are properly noted, Commitment Files should be sent to utilities by CEDA before restoral letters are sent to customers by the utilities.




Streamline the LIHEAP Application Process

Combine Application Processes: Combining the LIHEAP application process with those of other programs available to low- and fixed-income residents could significantly streamline LIHEAP. This solution could reduce paperwork and time resulting in more assistance to residents in a more timely fashion.  It would also produce savings to the State in reduced administrative costs associated with applications. These savings could then be applied to assist additional residents.

Residents apply for food stamps through the Illinois Department of Human Services administered by the Office of Financial Support Services. This program requires similar information to process LIHEAP grants, such as proof of income and household size. 


One-Stop-Shop Service: Peoples Energy recommends developing a “one-stop shop” service that residents can use for a variety of assistance programs. In other words, if a resident is applying for food assistance through the Illinois Department of Human Services, they could check off a box on the same form to apply for LIHEAP. With the LIHEAP processing moving to the Department of Public Aid, this may be more probable.

For seniors, a similar process could be put in place through the Social Security Administration where they apply for Social Security benefits.

This type of coordinated approach is also recommended in the November 2002 report of the Illinois Poverty Summit – “Income Supports for Working Families: Recommendations to Increase Utilization.”  

Supplementing Energy Assistance Funds

As this paper has argued, relying on current LIHEAP funding levels is inadequate to address the energy affordability challenges facing low-income households in Illinois. The State of Illinois, the utilities and local organizations need to pursue innovative channels for generating additional energy assistance dollars. The following are examples of initiatives – some already underway and others warranting further discussion.

Share the Warmth Program Enhancements: As noted earlier in this document, the Peoples Energy Share the Warmth program provides a matching grant up to $200 per eligible household.  

In fall 2003, Peoples Energy began piloting a program enhancement. Share the Warmth now assists customers who receive an ES LIHEAP grant but may still need more funds to have service restored. Additionally, customers who receive a grant will be eligible for another matching grant up to $200 if they pay their current monthly bill in full and on time for six consecutive months. 

The utility also provided grant recipients with free home weatherization kits, helping these customers to reduce home energy usage.

Gift of Warmth Launch: In November 2002, Peoples Energy launched the Gift of Warmth gift card program. Anyone from the general public can contact Peoples Energy and purchase a gift card in denominations of $20, $50, $75 and $100 and give the cards to charities, family members or friends who can use the card toward their gas bill. While this pilot program is only in its infancy and it is too early to fully gauge its impact, it provides great potential for individual community members and the business sector to assist residents in need. 

Check Box on Illinois Tax Returns: Generate additional energy assistance by adding a check box to State Tax Return forms, allowing residents to donate tax return money to families in need.


Escheated Funds: Direct escheated or “unclaimed property” funds to be used for low-income energy assistance (might include unclaimed refunds or non-refunded deposits money left in the State lottery fund).

Rate Refunds: Recommend that the Illinois Commerce Commission direct utilities to apply any Rate Refunds triggered by rate case settlements toward energy assistance for low-income customers.

Supplemental Income: Collaborative efforts to heavily promote programs that help bring additional financial relief to households, such as the Earned Income Tax Credit, Circuit Breaker Tax Relief, etc.

Energy payment assistance programs need not involve simply the delivery of cash benefits that are labeled as providing assistance to help pay home energy bills. Other types of public assistance programs exist that can also help provide relief from unaffordable home energy payments. If these funds are available for use in paying home energy bills, advocates interested in expanding affordability should pursue them. 

Creative uses of public assistance can serve to increase the energy assistance available to low-income households as much as generating new LIHEAP dollars. One aspect of such an initiative involves simply ensuring that households are receiving the benefits to which they are entitled.

Several illustrations of such benefits are examined below:

· Earned Income Tax Credit (EITC): One program that is not explicitly an "energy assistance" program, but which delivers extensive benefits to low-income households to use for paying home energy bills is the federal EITC. Many utilities engage in efforts to promote the EITC, which is a refundable federal tax credit for low-income people who work.

· State and Local Tax Relief: Persons interested in promoting tax relief, however, should not focus simply on federal programs. State and local tax relief is often available to elderly and low-income households. No reason exists to believe that cash provided to low-income households would be spent in a fashion that substantially differs from EITC benefits. If this is true, then promotion of efforts to bring added cash into low-income households (whether through property tax rebates or state tax credits) could be an effective mechanism for expanding low-income energy assistance.

· Circuit Breaker Property Tax Relief: Perhaps the biggest source of state and local tax relief comes through property tax "circuit breaker" programs for the poor and aged. Through such initiatives, property taxes are either capped (or eliminated altogether) for households meeting designated eligibility standards.


It is also vital to promote and encourage participation in assistance programs beyond those focused solely on energy.  The savings and potential increased income to families for those programs can be put to use in a variety of ways including paying for vital day-to-day necessities like food, medicine and energy.  To that end, utilities, government and the private sector should actively promote the following programs:

· Chicago Homeowner Assistance Program

· Home Improvement Exemption

· Homeowner Exemption

· Senior Citizen Assessment Freeze Exemption

· Senior Citizen Real Estate Tax Deferral 

· Senior Freeze
· Senior Homestead Exemption
Flexibility to Respond to “Won’t Pays”

At the same time that Peoples Energy is committed to doing more to help low-income customers with expanded energy assistance services, the company still has the obligation to reduce arrearages and bad debt associated with customers who have the resources to pay their bills but do not. As part of an overall energy assistance strategy, it is appropriate to update some regulations governing utilities’ ability to manage these costs in a fair and even-handed manner.

To that end, Peoples Energy will continue to collaborate with other Illinois utilities in working with the Illinois Commerce Commission to evaluate amendments to the Administrative Rules (Part 280) that will tighten the language governing utility management of uncollectable expenses. 

These changes would allow utilities to better manage customers with arrearages and to separate those who “can’t pay” from those who “won’t pay.”  This improvement would provide utilities the opportunity to enhance their outreach and assistance efforts to customers in need.

Several utilities are working in conjunction to make the case for proposed rule changes:

· Current Customers: The limitation on charging deposits only for customers who have had less than 24 months of service should be eliminated. If a customer is a bad paying customer, there is a need for a deposit no matter how long the customer has been receiving service.

· Applicants for Service: The "Household Rule" currently imposed by telephone companies should apply to electric and gas customers, namely all adult members of a household are responsible for payment of the utility bill.

· 
Discontinuance of Service: When a utility has issued a final notice prior to disconnection, the notice should remain effective (after the eight days notice) until the service is disconnected or until the customer has entered into payment arrangements. The issuance of multiple "final" notices is confusing and inefficient.

· Multi-unit apartment buildings: Peoples Energy seeks the ability to discontinue service to customers owning multi-unit buildings where tenants have individual meters who game the system by keeping one account current in the building.  In many cases, such building owners will go more than a year without making a single payment. Peoples Energy seeks the ability for a limited period of time and would establish conditions which would minimize any inconvenience to tenants having current accounts.
These changes are necessary in order to facilitate the long-term systematic policies and procedures essential to assist those truly in need. It allows utilities to better target energy assistance services and other protections to those customers who truly “can’t pay,” and respond more quickly to customers who “won’t pay.”



Working Together
Overall, utilities and government should continue to work together on the following types of initiatives:

LIHEAP

· Take immediate and proactive action to alert the public and local leaders when LIHEAP Emergency Services (ES) funds are close to being depleted. Send letters to legislators and contact DCEO about concerns for increased funds for 2003/04, as well as a transfer of funds from Direct Vendor Payment (DVP) to ES in order to help more households have their heat restored for winter.

Education

· Engage in proactive outreach campaigns to inform customers about rising gas prices, weatherization and how to take action to avoid disconnection or get reconnected.  Spread this message through the media, mailings to churches and through community relations’ staff at meetings and gatherings in the community.

· Partner with local community groups in programs to encourage conservation as a means to lower home heating bills. These types of grass roots initiatives train participants in conservation and gas bill management and can provide home energy audits to assist in conservation.


Outreach

· Work with local elected officials to send letters to disconnected customers who have qualified for a LIHEAP grant but fail to do their part to secure the grant.  The goal of this program is to reconnect as many customers as possible.

· Encourage local City officials to contact customers who have received LIHEAP grants in one or both of the last two years, but have not applied for a grant in the current program year. The goal of this initiative is to encourage all eligible customers to apply for and receive available financial assistance. 

· Work closely with the local City departments to focus attention on the issue of landlords who do not fulfill their obligation to pay their gas bills. This practice too often results in gas service being disconnected to multi-unit dwellings leaving dozens of families without heat. The goal of this initiative is to generate actions that would end this practice and maintain service to as many buildings and residents as possible.

Link the Public Aid Database with Other State Agencies

Streamline the program administration by syncing up the Public Aid Database with other State Agencies. Many who apply for one form of State Aid may also register for other forms of aid. By streamlining the databases, residents who apply for one form of aid will automatically be in the system, making it easier for them to register for other forms of aid.
Greater City Involvement

Local governments can play an even larger role to help residents manage their energy needs. While utilities reach out to customers on a number of levels regarding available assistance, they also recognize that some residents may not be receptive to their messages. Additionally, there are residents who might not be able to leave their homes to seek much needed assistance. 

For this reason, energy financial assistance information and applications should be included in door-to-door campaigns already conducted by various local governments and departments.  Programs such as Meals on Wheels make house calls to seniors. These caseworkers can be armed with the forms and materials needed to assist residents to apply for energy assistance.

They would also establish a procedure and contact person at the utility to handle cases brought to our attention by these door-to-door workers.


Summary

Despite the energy assistance efforts of utilities, government agencies, local community groups and social service organizations, low- and fixed-income residents in Illinois are facing an energy affordability crisis.  

Low-income families who are fortunate enough to receive LIHEAP grants simply cannot keep pace with their utility bills, resulting in record arrearage levels, uncollectible debts and unavoidable service disconnection.  Meanwhile, current energy assistance resources are adequate to assist only 40% of deserving households in Illinois.

The worsening energy affordability crisis is a public policy issue that warrants decisive action by utilities, regulators, legislators, social services agencies, and customers.  Effective solutions for bridging the gap between the need for and the availability of energy assistance will require a collaborative effort involving each of these stakeholders.

Peoples Energy believes that the State of Illinois can take steps to ease the energy burden of low-income households while empowering them to take better control over their utility budgets.  In summary, we propose to meet with State officials and other interested stakeholders to discuss a policy agenda aimed at instituting long-term measures to equip low-income families with the assistance and tools they need to stay current with their utility charges:

· Convene an Energy Assistance Summit to develop a collaborative action plan.

· Create an Enhanced Energy Assistance Program that will supplement and enhance the current LIHEAP program.

· Discuss modifications to the LIHEAP Plan that have the potential to improve the program’s success at enabling LIHEAP grantees to stay current on their utility bills.

· Adopt LIHEAP administrative process improvements that would accelerate grant cycle times by simplifying and streamlining some current process requirements.

· Expand energy assistance funds by tapping non-appropriated funding sources currently not fully leveraged for energy assistance purposes.

· Increase coordination activities among utilities, public and non-profit entities to expand and improve the effectiveness of energy assistance resources and customer outreach efforts.

The consequences of our failure to act will be borne by those least able to shoulder the burden. Low- and fixed-income families will face mounting utility debts and service interruptions.

APPENDIX A – STATE Regulatory Environment

Regulatory Requirements

The Illinois Commerce Commission (Commission) imposes regulatory requirements upon Illinois utilities by way of its administrative rules, 83 IL Admin. Code (the Code).  The Commission’s structure, major functions and authority have been set forth by the Illinois General Assembly in the Public Utilities Act (PUA).

The section of the Code, which primarily deals with customer matters, is 83 IL Admin. Code Part 280, “Procedures For Gas, Electric, Water and Sanitary Sewer Utilities Governing Eligibility For Service, Deposits, Payment Practices and Discontinuance of Service.”  It should be noted that sections of this part are mandated by the PUA, such as the rules regarding winter disconnection and reconnection (Section 280.130 - Section 280.138).  Other than Section 280.138(b), which addresses reconnections for customers with pending LIHEAP applications, generally speaking, there are no guidelines or rules specific to low- and fixed- income customers. 

Changes to the rules mandated by law require legislation.  However, changes to the rules, which are not mandated by the law, can be made via a formal rulemaking process, pursuant to the Illinois Administration Procedure Act and the Commission’s Rules of Practice (83 IL Admin. Code Part 200).  In addition, a utility seeking a waiver of a specific provision of the Commission’s rules can request such a waiver by filing a petition with the Commission.

Local utilities have been reviewing the rules in Part 280 and are focusing on tightening the language to reduce uncollectible expenses caused by customers who present a credit risk (deposit issues) or are “gaming” the system (household benefit rule). 

APPENDIX B – Federal and State Legislation
Energy assistance for low-income households in Illinois is provided under the Energy Assistance Act (Act).  Section 4 of the Act authorizes the Department of Commerce and Community Affairs (DCCA – the name of this department was changed to Department of Commerce and Economic Opportunity (DCEO) in 2003) to institute a program to ensure the availability and affordability of heating and electric service to low-income customers.  The eligibility requirements of the state’s LIHEAP program are found in Section 6 of the Act.  

In setting the annual eligibility level, DCEO is required to consider the amount of available funding and may not set a limit higher than 150% of the federal non-farm poverty level.  Section 6 requires the highest amounts of assistance go to households with the greatest energy costs in relation to household income.  DCEO must assure that a minimum of 1/3 of funds are made available to eligible households with the lowest income and that elderly and disabled households are offered a priority application period.

There are two sources of funding for the State’s LIHEAP program:

1. The federal government provides funding to states for Low Income Home Energy Assistance under 24 United States Code Chapter 94 (Chapter 94).  Chapter 94, Section 8621 authorizes an annual amount of $2 billion to be appropriated to states for home energy grants.  

There is also an annual authorization for an additional $6 million in funds to meet the additional home energy assistance needs of the states arising from a natural disaster or other emergency.  However, not all of the amounts authorized are actually appropriated. Congress can, and in the case of Section 8621 usually does, appropriate less than the amount authorized.

Section 8623 allots a certain percentage of the amount appropriated under Section 8621 to each state. However, states are required to reserve until March 15, a reasonable percentage of the funds allotted to them.

Section 8624 requires each state to submit an application before receiving an allotment for any fiscal year.  The governor of each state must certify that the state agrees to make payments only with respect to (1) households that receive certain types of financial assistance, or (2) households with incomes which do not exceed the greater of 150% of the poverty level for the state, or 60% of the state median income.  As part of the application process, each state is required to furnish a plan that describes the eligibility requirements to be used by the state for each type of assistance provided under Chapter 94.

2. The State of Illinois also funds LIHEAP through Section 13 of Illinois’ Energy Assistance Act. Section 13 of the Act provides for state funding by imposing special monthly charges on residential and non-residential electric and gas customers as follows:

· 40 cents per month on residential electric customers

· 40 cents per month on residential gas customers

· $4 per month on non-residential electric customers who’ve had less than 10 megawatts of peak demand during the previous calendar year

· $4 per month on non-residential gas customers who consumed less than 4 million therms of gas during the previous calendar year

· $300 per month on non-residential electric customers who’ve had 10 megawatts or more of peak demand during the previous calendar year

· $300 per month on non-residential gas customers who’ve consumed 4 million or more therms of gas during the previous calendar year 

Last year, the charges imposed by Section 13 of the Act resulted in approximately $65.3 million for the state’s LIHEAP program.
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APPENDIX C – Assistance Program History
While approximately 310,000 Illinois residents have benefited from LIHEAP assistance for program year 2002-03, tens of thousands of homes statewide remained disconnected. Reasons range from customers not coming forward, customers unaware that assistance was available, customers not qualifying for LIHEAP or unable to meet the remaining financial obligation in order to restore service. 

Many utilities have established financial assistance programs funded by employee and customer donations along with company matching funds to help customers in need.

Existing Initiatives

Ameren’s Dollar More Program

Customers have been able to contribute a dollar on their bill, which goes toward providing help to those in need as determined by the community action agencies that distribute the funds.  The program is administered by the United Way.  AmerenCILCO customers will be providing the program to customers in 2004.

Illinois Power, Warm Neighbors
The program is part of the Energy Assistance Foundation, a non-profit founded in 1982 by Illinois Power to provide bill payment assistance and weatherization for qualifying customers. The program is designed to help those who generally do not qualify for federal or state heating assistance.  

Illinois Power, CertifiChecks 

Individuals or businesses can use Illinois Power's web site to purchase gift certificates of $10, $25, $50, $75, $100, and $250 to be applied to a recipient/customer’s account or sent directly to the purchaser. The purchaser can also use them for charities or family assistance. 

Mid-American Energy Company, I CARE
I CARE assists those who are unemployed, living on fixed- or low-incomes or experiencing a family crisis, by helping pay their heating bills or making their homes more energy efficient. To qualify, customers must also meet their state's LIHEAP guidelines. 


Peoples Energy, Share the Warmth 

This program collects donations through a customer’s bill or direct contribution, matches the funds and contracts with the Salvation Army to distribute $200 matching grants to customers who are low-income. This program has been highly successful, allowing the utility to assist an average of 1,200 customers annually.

Peoples Energy, Gift of Warmth

In November 2002, Peoples Energy launched the Gift of Warmth program. Individuals or businesses can purchase the card in denominations of $20, $50, $75 and $100 and give the card to someone they know or apply it to someone’s account. Peoples Energy donated the first $10,000 to the Gift of Warmth program which was quickly matched by its board of directors.

Wayne-White Counties Electric Cooperative, WORKS
Grants are available for individuals in need and for 501(c) 3 organizations. The purpose of the program is to meet a critical need that is currently not being met by any other means. Grants are limited to $2,500 for individuals and funded by customer donations.

Past Initiatives

CARE Program – Peoples Energy (2001)
During the 2000-2001 winter, gas prices reached unprecedented levels resulting in gas bills that were difficult for customers to manage.  In summer 2001, Peoples Energy partnered with the City of Chicago and DCCA to offer the Customer Arrearage Reduction and Elimination (CARE) Program, which provided assistance to reduce or eliminate past due account balances prior to the onset of the next heating season by matching payments made by the customer. The payment-matching approach was an effective incentive for customer payments as two-thirds of all participants paid the maximum amount necessary to completely eliminate arrears.  24,000 customers participated in the program.

Volunteer Service and Skill Builders Program – Peoples Energy (2001)

Through the Volunteer Service and Skill Builders program, eligible customers had an opportunity to serve as a volunteer or develop a skill while receiving grant assistance to bring their accounts up to date before the onset of the next heating season. Customers who participated in the program were protected from collection activity as long as funds were available and they fulfilled their obligation with an agency with which they entered a contract.  It was funded by DCCA.  The utility was responsible for recruiting non-for-profit agencies that offered skill enhancement courses or opportunities for volunteer work. The City Colleges of Chicago offered skill enhancement courses.  767 customers participated in the program.

Community Partnership Program - Peoples Energy (April 2001)

Peoples Gas, and a number of neighborhood organizations in Chicago, partnered to help communities whose residents were having difficulty paying past due bills or settling an unresolved bill dispute. Members of several organizations contacted Peoples Gas customers whose service would have been eligible for disconnection. Consequently, Peoples Energy extended the moratorium on Disconnects for Non-Payment for an additional two weeks, through April 15.  Organizations contacted each customer, either by telephone or through door-to-door visits, following a script developed by Peoples Energy.  If the customer requested assistance, the volunteer obtained contact information and forwarded the request to Peoples Gas. Peoples Gas contacted the customer at the customer's preferred time to work toward resolving their issue. This program was intended as a special one-time effort in response to record high natural gas prices experienced the previous winter.

LICAP Program (1996 - 1998)

In May 1996, Peoples Gas offered a two-year pilot program, the Low Income Customer Assistance Program (LICAP), to help customers manage their gas bills.  This program involved a random selection of 1,000 customers with household incomes at or below 40% of the federal non-farm poverty level. In addition to grant payments received by eligible customers, the LICAP program was funded by Peoples Gas through forgiveness of arrears.  Peoples Gas assumed all program costs not covered by energy assistance grants.

The goals of this program were to assist customers as well as influence customer behavior.  The program was only moderately successful in improving payment patterns, as most customers maintained their historical patterns (i.e. frequency) of payments.  A program that forgives past arrears may not provide enough incentive to change customer behavior.  Additionally, the 25% discount on current bills may not have been a sizable enough reduction for this group of customers (below 40% of the poverty level).

Low Income Payment Program – Peoples Energy (1995-1996 Heating Season)

The Low Income Payment Program (LIPP) was established to reconnect service for customers who were disconnected for non-payment.  An important element of the program was to provide a positive incentive for customers to develop a regular payment pattern. 

Eligible customers were billed a combination of monthly installments on arrears plus a levelized amount to cover new bills.  The plan remained in effect until June 1997, at which time all arrearages would have been paid.  Late payment charges were forgiven for participants in the program.  The utility administered the program. 

Customers who remained on the program reduced their arrears by an average of 45%.  576 customers enrolled in the program, more than 500 customers defaulted during the first year. 

The majority of participants did not make full payments in a timely manner and defaulted from the program.  This is most likely because there was not a financial assistance component to the program (beyond LIHEAP grants) so participants’ ability to pay was no better than prior to their disconnection.  In fact, most customers’ total bill (current, plus arrears) increased while on the program. 

PIE Program – Ameren (2001-2002) 

The goal of this program was to help participants seek and secure employment and to establish savings accounts for future energy expenses.  Unemployed LIHEAP recipients received $10 credits on their bill for every hour of gainful employment worked up to $500.  LIHEAP recipients who were already employed could receive up to $250 in matching funds by establishing a savings account to be used for future energy expenses.

Hand-in-Hand/Adopt-a-Family – Nicor (2001) 

The Hand-in-Hand program allowed LIHEAP eligible customers to exchange volunteer hours at a not-for-profit organization for the money owed on the participant's Nicor bill.   For every volunteer hour, the customer's bill was reduced by $10 (up to $750).

An eligible senior citizen or disabled customer was able to participate in the Hand-in-Hand program through its Adopt-a-Family component. 

The Adopt-a-Family component exchanged community service hours donated by volunteers in the community for the money owed on the participant's Nicor Gas bill.  A volunteer worked on behalf of the senior or disabled customer to pay down the Nicor account balance, at the rate of $10 per hour, up to a total of $750.
PAYGO – AmerenUE (1999-2001) 

AmerenUE piloted a pre-paid metering program called PAYGO during 199-2001, which allowed customers to pay for usage using pre-paid meter cards on a pay-as-you-go basis.  The program also contained an arrearage forgiveness component that provided customers the opportunity to wipe out ¼ of pre-pilot arrears for every six months of program participation.  Customers who participated in the program for the entire two-year period had an opportunity to have all pre-pilot arrears forgiven.

Clean Start Program – Illinois Power Company (1999-2000)

Illinois Power, in cooperation with DCCA, partnered to pilot a debt reduction program to assist LIHEAP eligible customers to pay off past due balances by matching payments.  If the customer paid 1/3 of past due balances, Illinois Power and DCCA each would match the payment up to a total of $1 million.  Over 8,750 customers participated in the program and 62% retired their arrearage with Illinois Power.  Clean Start was designed as a payment behavioral modification program that would help low-income customers start the next heating season without arrears.

A Hand Up, Inc.™ -- Illinois Power
A non-profit, community-based organization founded by Illinois Power and supported with grants from Illinois Power. Individuals with past due utility bills whose income is within 150% of the federal poverty level, meet with A Hand Up coordinators and are connected with community service assignments or a GED program. Ten dollars is pledged for each hour worked or spent in class, up to a maximum of $750.
Residential Energy Assistance Partnership Program (1989-1991)

The Residential Energy Assistance Partnership Program (REAPP) was formed as a result of the Energy Assistance Act of 1989.  There were two plans available in the program:

1. Aid for Families and Dependent Children (AFDC) recipients: During the November – April period, the utility would be reimbursed the lesser of the participating customer’s gas bill, or an amount equal to 90% of the adjusted average winter energy cost of low-income Illinois residents.  The customer was obligated to pay any difference between the amount billed and the amount reimbursed plus $5 monthly toward outstanding pre-program arrearages.

2. Low-income customers who were not AFDC recipients: Each month, the customer paid 8% of their monthly household income plus $5 monthly toward outstanding pre-program arrearages, plus installments on other costs, such as security deposits and “excess usage.”

Illinois Residential Affordable Payment Program (1985-1989)

Illinois Residential Affordable Payment Program (IRAPP) was implemented December 1, 1985, as a result of the Energy Assistance Act of 1985.  The program was established as a percent of income plan in which participants paid 8% of monthly income toward their heating bill during winter months (an additional 4% went to the customer’s secondary utility service, typically electrical).  The difference (shortfall) was paid in lump sum payments to the utility from government funding. IRAPP was funded by $96 million received by the State of Illinois as a result of an oil overcharge refund from Exxon.  IRAPP was available to any customer who was eligible for a LIHEAP grant.  Customers who had been disconnected for non-payment were required to be reconnected under currently existing rules prior to enrollment in IRAPP. Applicants applied by visiting a Local Administering Agency.

REAPP and IRAPP were programs designed and implemented at the state level.  The goal of the programs was to ensure that service would be maintained for low-income customers without interruption.  Additionally, weatherization and conservation aspects incorporated into the program helped ensure that funds would be appropriately allocated to need.

Both programs featured a large infusion of funding and considerable planning, administrative effort, and programming resources among governmental bodies and utilities.  With continued funding, these programs might have represented the best solution for both customers and utilities.  However, the cost and effort required in administering such programs in the future would require sizable funding over a period of years.

APPENDIX D – Utility Programs Outside of Illinois
There are a number of programs and initiatives in use around the country to address the issue facing low-income utility customers.  They include utility rate discounts; community based programs to contribute to low-income fuel assistance, and energy assistance through non-traditional means. Such programs and initiatives are usually supported by state legislation, which allows utilities to explore and implement non-traditional means of providing assistance to low-income customers. 

Illinois law does not allow price discrimination or support the implementation of programs that offer rate reductions:

· Section 9-240 of the Public Utilities Act (PUA) does not allow a public utility to charge less than the rates in its tariff. 

· Section 9-241 does not allow a public utility to grant a preference or advantage to customers in respect to rates or charges.  

· Section 9-244 allows public utilities to offer alternative rate programs provided that such programs meet certain criteria. One criterion requires that rates are consistent with the provisions in Section 9-241. 

While current legislation does not allow rate reductions for gas and electric utility customers, the PUA does include a provision, which allows rate reductions for low-income customers of telephone companies. Section 13-301.1 of the PUA allows the creation of a Uniform Telephone Service Assistance Program.  Under this Section, the ICC is directed to establish a program to reduce certain telephone charges for low-income customers. Such reductions are funded through voluntary customer contributions.  A change in the PUA would be needed to allow gas and electric utilities to offer such a program. 

Although Illinois law does not currently allow the implementation of certain programs designed to assist low-income gas utility customers, a number of these programs are discussed below.

Utility Customer Programs

The use of utility companies as a mechanism to help create and finance fuel funds to assist in the provision of home energy services is common today. Through such funds, utilities allow their customers to make contributions to low-income assistance programs through a voluntary check-off on their monthly energy bill. Utility customers may choose whether, when and how much to contribute each month. Utility check-off programs support a myriad of institutional and financial arrangements. 

Contributions of Expense Saving Behavior

Through this proposal, utilities ask their customers not to donate their money, but rather to donate "desired behavior" which might generate both conveniences for the customers and cost-savings for the utility. The value of these cost savings could then be passed along as the customer donation to low-income fuel assistance.

One type of "desired behavior" involves the enrollment of customers in an electronic funds transfer payment arrangement – paying bills on-line or enrolling in the automatic payment plan.

In addition to increased collections, electronic funds transfer payment arrangements should also result in savings in customer accounting, billing, payment processing, and the like. These costs generally appear in the customer charge of a utility bill.  A portion of these savings could be utilized as contributions to fuel assistance.

Utility Rate Discounts

One mechanism to generate fuel assistance for low-income households is through the promulgation of an affordable utility rate.  The purpose of a low-income rate should be to recognize, in advance, those households who will likely find it impossible to pay their utility bills on a regular, timely basis and to collect the maximum amount of revenue from those households in the most cost-efficient and cost-effective way possible. Under a low-income rate, a utility should collect the entire bill from households who are likely to be able to pay their entire bill. The rate relief should be offered only to those for whom it can reasonably be determined couldn’t pay their entire bill.

Percentage of Income Payment Plan –
The most widely used program appears to be the Percentage of Income Payment Plan.  Under this plan, energy bills are set equal to a percentage of the household's income.  Most often utilities set the rate at 10% of the gross monthly household income for eligible heating customers.

In order to be eligible for a straight percentage of income payment plan model, customers would be required to meet both of two requirements: (1) they must have annual income of, at or below the eligibility guidelines (most often set at 150% of poverty); and (2) they must have an annual bill that is at or above the required income percent. Bills that are at or below the required income percent are assumed to be affordable, even if a household is otherwise income eligible for the PIPP.  Customers are still required to apply for all energy assistance programs for which they are eligible.

In Ohio, Columbia Gas and Dominion offer a PIPP plan to their customers.

Percentage of Bill Model – 

An alternative to the PIPP plan is the Percentage of Bill model.  Under this model, the PIPP payment is simply converted into a percentage of the annual bill.  In other words, if the household increases its consumption, and thus its bill, the household payment goes up in direct proportion to the increase. Conversely, if the household conserves energy and the consumption (thus the bill) goes down, the household payment goes down as well. 

The preferred income-based approach is the model promulgated by the Pennsylvania Public Utility Commission: the income-based percentage of bill model. This model takes affordability into consideration, allows a customer to increase consumption given that rates are finally affordable, but does not permit a customer to indiscriminately waste energy without having to bear some portion of the responsibility.

Waived Customer Charge –

Waiving a company fixed monthly customer charge is the form of low-income rate discount that has been adopted by a number of southern utilities.  Utilities in Georgia and Alabama have pioneered the waived monthly customer charge. 

Eligibility requires households to show they receive public benefits, such as Supplemental Security Income (SSI), Aid to Families with Dependent Children (AFDC), or LIHEAP, and will be provided with the customer charge waiver.

As above, establishing categorical eligibility for a customer charge waiver will reduce administrative burdens and increase participation. Moreover, since the customer charge is not a usage-based charge, it can be waived with no fear that households will lose any "price signal" provided by rates and thus indiscriminately increase consumption. 

Additional advantages of the customer charge waiver include its modest cost.  Requiring customers to enroll in the Automatic Payment Plan must offset the cost to the utility for waiving this charge.
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� Illinois Department of Natural Resources, Home Energy Costs and Assistance in Illinois, 2003 Annual Report.





� A figure of 40% is estimated by the Illinois Department of Natural Resources in its Home Energy Costs and Assistance in Illinois, 2003 Annual Report.





� Illinois Department of Natural Resources, Home Energy Costs and Assistance in Illinois, 2003 Annual Report.
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						Federal Appropriated		$83.25		$83.25		$84.10

						Federal Emergency		$32.17		$7.10		$7.48

						State		$69.13		$65.30		$65

								$184.55		$155.65		$156.58

						Total Funding In Millions		$184.55		$155.65		$156.58
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Mike

												CUSTOMER SEGMENTS

												GOOD		POOR PAYERS W/O DNP		POOR PAYERS W/ DNP		Total

		INCOME		Missing		LIHEAP		YES		Count		1,050		466		160		1,676

										Row %		62.6%		27.8%		9.5%		100.0%

								NO				68,189		17,652		7,584		93,425

												73.0%		18.9%		8.1%		100.0%

								Total				69,239		18,118		7,744		95,101

												72.8%		19.1%		8.1%		100.0%

				Less than $15,000				YES				6,117		2,099		728		8,944

												68.4%		23.5%		8.1%		100.0%

								NO				46,721		12,393		6,113		65,227

												71.6%		19.0%		9.4%		100.0%

								Total				52,838		14,492		6,841		74,171

												71.2%		19.5%		9.2%		100.0%

				$15,000-$19,999				YES				2,037		660		219		2,916

												69.9%		22.6%		7.5%		100.0%

								NO				21,725		4,334		1,991		28,050

												77.5%		15.5%		7.1%		100.0%

								Total				23,762		4,994		2,210		30,966		105,137

												76.7%		16.1%		7.1%		100.0%

				$20,000-$29,999				YES				3,201		1,123		372		4,696

												68.2%		23.9%		7.9%		100.0%

								NO				42,963		8,104		3,540		54,607

												78.7%		14.8%		6.5%		100.0%

								Total				46,164		9,227		3,912		59,303		179,308

												77.8%		15.6%		6.6%		100.0%

				$30,000-$39,999				YES				3,012		933		312		4,257

												70.8%		21.9%		7.3%		100.0%

								NO				51,021		8,517		3,366		62,904

												81.1%		13.5%		5.4%		100.0%

								Total				54,033		9,450		3,678		67,161

												80.5%		14.1%		5.5%		100.0%

				$40,000-$49,999				YES				2,204		842		234		3,280

												67.2%		25.7%		7.1%		100.0%

								NO				49,875		7,579		2,981		60,435

												82.5%		12.5%		4.9%		100.0%

								Total				52,079		8,421		3,215		63,715

												81.7%		13.2%		5.0%		100.0%

				$50,000-$74,999				YES				2,402		831		261		3,494

												68.7%		23.8%		7.5%		100.0%

								NO				96,085		11,549		4,119		111,753

												86.0%		10.3%		3.7%		100.0%

								Total				98,487		12,380		4,380		115,247

												85.5%		10.7%		3.8%		100.0%

				$75,000-$99,999				YES				504		169		41		714

												70.6%		23.7%		5.7%		100.0%

								NO				43,271		3,487		1,284		48,042

												90.1%		7.3%		2.7%		100.0%

								Total				43,775		3,656		1,325		48,756

												89.8%		7.5%		2.7%		100.0%

				$100,000-$124,999				YES				120		36		13		169

												71.0%		21.3%		7.7%		100.0%

								NO				17,780		1,234		410		19,424

												91.5%		6.4%		2.1%		100.0%

								Total				17,900		1,270		423		19,593

												91.4%		6.5%		2.2%		100.0%

				Greater than $125,000				YES				84		22		7		113

												74.3%		19.5%		6.2%		100.0%

								NO				56,718		2,094		786		59,598

												95.2%		3.5%		1.3%		100.0%

								Total				56,802		2,116		793		59,711

												95.1%		3.5%		1.3%		100.0%
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