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Energy Insecurity Mitigation:

The Low Income Home Energy Assistance
Program and Other Low-Income Relief
Programs in the US

Introduction

Energy insecurity, defined as the “inability to meet basic household energy needs,” can be both a
chronic and an acute problem.? Chronic energy insecurity manifests as an inability to access or afford
adequate supplies of energy, while acute energy insecurity arises when infrastructural, maintenance,
environmental, or other external sources disrupt orimpede access to energy.® A substantial number
of individuals and families across the United States experience energy insecurity, which can lead to a
variety of adverse consequences including residential instability and poor health outcomes.*

Reliable access to home energy is necessary for lighting, heating, and cooling the home, as well as
other essential functions like refrigerating and preparing food, heating water, and using electronic

or medical devices. In the past several decades, both home energy costs and usage have increased,
placing greater financial burdens on low-income households.® Variation in energy usage and prices
throughout the year can make utility bills unpredictable, making it more difficult for low-income
households to stay current with payments. Overdue accounts are subject to disconnection from
utility service until any arrears are paid, creating significant hardship for affected households. In order
to lower utility costs or avoid a shut-off, a family may keep their home at an unsafe or unhealthy
temperature, apply for assistance programs, or forgo other necessities like food or medicine.®

The Low Income Home Energy Assistance Program (LIHEAP) is a federal program administered by
the Department of Health and Human Services (DHHS) that aims to assist low-income households
in meeting their home energy needs. Funds appropriated by Congress are distributed to states,
territories, and tribal governments to implement energy affordability programs for low-income
households struggling with high energy burdens. In addition to or in combination with LIHEAP, many
low-income households are also eligible to participate in utility-run affordability programs or rate
discounts that are funded in part by other ratepayers. This paper explores both federal and state
administration of LIHEAP, common ratepayer-funded affordability programs, and unique energy
access and affordability concerns that arise in rural areas and Native American communities.
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LIHEAP
Federal Administration of LIHEAP

LIHEAP is administered as a block grant, allowing states, the District of Columbia, federally
recognized tribes, and territories (grantees) to apply for LIHEAP funds and then direct those

funds toward eligible households in their jurisdictions. Each grantee has its own energy assistance
program funded through LIHEAP, and each jurisdiction is given significant flexibility in how it designs
and administers its program.

The amount of funding each grantee receives through LIHEAP every year is determined by the
LIHEAP formula, a complex allocation system established by federal statute.” Under the current
formula, the percentage of funding available to each state is adjusted annually by DHHS to
account for changes in energy costs and consumption.® The share of LIHEAP funding allocated to
each state is based in part on its portion of nationwide low-income household energy expenditures
and in part on historical grant amounts.®

Each year, states, territories, and tribal governments must apply for LIHEAP funding and submit a
Detailed Model Plan (DMP) outlining how the grantee’s heating, cooling, crisis, and weatherization
assistance programs are administered. Under the LIHEAP statute, the DMP must include 16 specific
certifications that govern how the grantee’s energy assistance program will operate.® These
certifications, or “assurances,” serve as guardrails for the design and administration of each
grantee’s energy assistance program, allowing the federal government to impose some uniform
requirements for all LIHEAP-funded programs. According to 42 U.S.C. § 8624, grantees must certify,
among other things, that they will:

e Use the funds they receive to “provide assistance to low income households in meeting their
home energy costs” and “intervene in energy crisis situations”;

e Make payments only to households meeting certain criteria laid out in the statute;

e Conduct outreach to eligible households, “especially households with elderly individuals or
disabled individuals, or both, and households with high home energy burdens”;

e Coordinate their LIHEAP activities with other federal and state assistance programs;

e Provide the highest levels of assistance to households with “the lowest incomes and the highest
energy costs or needs in relation to income”;

e Not exclude recipients of other government assistance programs from receiving benefits, and
will treat owners and renters equitably;
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e Use no more than 10 percent of their federal funding for planning and administration; and
e Provide an opportunity for an administrative hearing for applicants whose claims are denied.

Outside of these assurances, states have significant flexibility in designing their programs.™ For
example, grantees can set more restrictive eligibility criteria, determine the level of benefits to be
provided, identify agencies to administer the program, and decide whether to disburse benefits
through utilities or directly to program participants.” However, LIHEAP grantees must certify as part
of their annual application that they will “provide a method for public participation in the state
plan’s development.””

Appropriations

LIHEAP is funded by annual appropriations to DHHS, which are then distributed to grantees for the
provision of energy assistance through locally administered programs. Because of this funding
structure, the amount of money available for grantees can vary year to year, and no level of funding
is guaranteed.® In fact, the Trump administration proposed a complete elimination of LIHEAP
funding for fiscal year (FY) 2018 and 2019 on the grounds that states and utility companies provided
sufficient low-income assistance and protection from disconnection.’® Table 1illustrates how
funding levels have fluctuated in recent years.

Table 1: Annual LIHEAP funding

Fiscal year TOtGI. S grgnt. Additional funding
funding appropriation

2017 $3.4 billion $3.4 billion N/A

2018 $3.6 billion $3.6 billion N/A

2019 $3.7 billion $3.7 billion N/A

2020 $4.6 billion $3.7 billion $900 million (CARES Act)

2021 $8.2 billion $3.7 billion $4.5 billion (American Rescue Plan Act, available through
fiscal year 2022)

2022 $3.9 billion $3.8 billion $100 million (Infrastructure Investment and Jobs Act)
$1 billion (Continuing Appropriations Act); $1 billion

2023 $6.1 billion $4.0 billion (Consolidated Appropriations Act); $100 million
(Infrastructure Investment and Jobs Act)

Source: LIHEAP and WAP funding, https://liheapch.acf.hhs.gov/Funding/funding.htm.
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The most recent year of complete data on the LIHEAP funding breakdown is from FY 2017, when
Congress appropriated $3.4 billion for the program and an additional $160 million was carried
over from the previous year’s unused funds, bringing the year’s full funding to $3.5 billion.” Since
2017, LIHEAP funding has increased, in part due to federal pandemic assistance programs. Modest
funding increases raised the total funding for both 2018 and 2019. LIHEAP received approximately
$900 million in supplemental funding through the Coronavirus Aid, Relief, and Economic Security
(CARES) Act in 2020, bringing the year’s total to roughly $4.7 billion, and a further $4.5 billion in
supplemental funding from the American Rescue Plan Act brought the 2021 total to $8.5 billion.”
Funding returned to pre-pandemic levels in 2022, but rose again in 2023 with $1 billion in
supplemental funding that brought the year’s total to more than $6 billion.?°

In general, the vast majority of appropriated funds go directly to program costs. Each year, DHHS
distributes more than 99 percent of the regular LIHEAP block grant funding among the states and
other jurisdictions that have applied to participate in LIHEAP,? reserving the remainder until later
in the year.?2 Once these funds have been allocated, grantees are permitted to spend no more
than 10 percent of their allocation on administrative costs.?® Similarly, the LIHEAP statute strongly
encourages grantees to maximize the use of their allocations each year. Grantees may request to
carry over no more than 10 percent of their allocation from one federal fiscal year to the next,?*
although few states have carryover funds approaching this threshold each year.?® In the event that
a grantee has more than 10 percent of their allocation remaining at the end of the fiscal year, the
remaining funds are forfeited to DHHS to be reallocated among all grantees the following year.?6 In
2019, only two states—Ohio and Utah—had funding in excess of the 10 percent they were permitted
to carry over to the following year.?’

State Administration of LIHEAP

Each state runs a low-income energy assistance program that is funded in whole or in part through
its LIHEAP allocation.® A few states use their LIHEAP allocations to fund multiple energy assistance
programs. For example, Florida operates a general LIHEAP program, but also uses its LIHEAP funds
for a second program that is exclusively open to elderly people in a small number of counties.®

Some states and localities contribute additional funding to these programs. Although
comprehensive nationwide data on supplemental state funding is not available for recent years, 23
states provided a total of approximately $250 million in supplementary funding in 2010, with nearly
half of this amount coming from New York.3° Maryland and Michigan each provided more than $40
million in supplemental funding the same year, and Alaska contributed an additional $23 million.3'

All but five states provide payment directly to utilities for heating assistance, rather than disbursing
funds to participant households.3? While these utility payments are the default in most states, many
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jurisdictions have established processes to allow for payment to participant households under
certain circumstances, such as when the household makes utility payments to its landlord under a
rental agreement or when the household uses wood pellets as its main source of home energy.*

Data Source and Analytical Approach

As mentioned above, each LIHEAP grantee submits a Detailed Model Plan to DHHS each year to
provide a detailed account of how the grantee’s LIHEAP funds will be used and how its assistance
program will be administered. The DMP must, among other things, describe the eligibility
requirements for each type of assistance offered, explain the benefit levels available for each type
of assistance, and provide data on the “number and income levels of households which apply and
the number which are assisted with funds.”** Each grantee’s 2023 DMP is available through the
LIHEAP Clearinghouse.*

The sections below explore the wide variations in state administrative approaches, including the
different ways in which states determine eligibility and benefit levels for eligible households, as well
as barriers to participation that applicants may face. These sections include descriptive statistics
obtained via a compilation and summary of the 2023 DMP submitted to DHHS. The summary review
examines the DMPs of all 50 states, plus the District of Columbia,* to understand the variety of
LIHEAP administration models and the prevalence of different program features.

Grantees’ responses in the following sections of the DMPs are explored in more detail throughout
this paper. Specifically, the authors analyzed:

e Categorical eligibility (Section 1.4): This section requires grantees to report whether they
consider households categorically eligible for LIHEAP benefits based on at least one member
of the household receiving benefits through Temporary Assistance for Needy Families (TANF),
Supplemental Security Income (SSI), Supplemental Nutrition Assistance Program (SNAP), or a
means-tested veterans program. Grantees that recognize this type of categorical eligibility
must also report which benefits programs qualify a household for heating, cooling, crisis, and
weatherization assistance.

e Gross vs. net income (Section 1.8): This section asks whether the grantee uses gross or net
household income for income-based eligibility requirements.

¢ Income eligibility (Sections 2.1, 3.1, and 4.1): These sections cover the grantee’s income eligibility
thresholds for households of different sizes.

e Additional eligibility requirements (Sections 2.2, 2.3, 3.2, and 3.3): These sections address any
additional eligibility requirements that grantees may have for heating and cooling assistance,
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including whether the grantee uses an asset test or gives priority to households with elderly,
disabled, or young residents.

¢ Benefit level determination (Sections 2.5 and 3.5): These sections record the variables that
grantees use to determine benefit levels for heating and cooling assistance, including income,
household size, and home energy cost or need.

e Benefit levels (Sections 2.6, 3.6, 4.12, 5.9, and 5.10): These sections cover the grantee’s minimum
and maximum benefit levels for heating, cooling, crisis, and weatherization assistance.

e Payment distribution (Section 9.1): This section addresses whether the grantee makes
payments directly to home energy suppliers for heating, cooling, and crisis assistance.

e Documentation requirements (Sections 17.2, 17.4, 17.5, and 17.8): These sections cover the
documentation that is required to apply for LIHEAP benefits, including identification, citizenship
documentation, income verification, proof of residency, and utility bills.

Many of the descriptive statistics cited throughout this paper are based on jurisdictions’
answers to questions that required only binary responses, but some statistics also reflect the
authors’ interpretation of jurisdictions’ responses to questions that required or permitted text-
based responses.

Eligibility

In order to receive LIHEAP benefits, a household must meet the eligibility criteria established by
the federal LIHEAP statute,® as well as any more restrictive criteria established by their grantee
jurisdiction.?® The LIHEAP statute sets out eligibility criteria that all recipient households must meet,
which can be broken down into what are known as the “categorical” eligibility criteria and the
“income” eligibility criteria.*® The categorical eligibility criteria permit households in which at least
one person receives income from specified state and federal assistance programs, including SNAP,
SSI, and TANF, to also receive funding through LIHEAP. Separately, the income eligibility criteria
provide that households with incomes at or below 150 percent of the state poverty level or 60
percent of the state median income (with exceptions) may receive LIHEAP benefits. Other criteria,
such as asset tests or additional requirements for renters, may also apply.

These federal eligibility criteria establish a ceiling for eligibility, and states are permitted under the
LIHEAP statute to set more restrictive criteria. Kansas, for example, limits participation in its heating
and cooling assistance program to households at or below 130 percent of the federal poverty level,
a lower income threshold than that set by the federal eligibility criteria.*® However, state income-
based criteria cannot exclude households with incomes falling below 110 percent of the federal
poverty line solely on the basis of income.*! Outside of these parameters, states have significant
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freedom to establish their own eligibility criteria, including setting different criteria for each type
of LIHEAP assistance that they provide. For example, in 2021, “Virginia set its eligibility for heating,
cooling, and crisis assistance all at 130% FPL, while setting its eligibility for weatherization at 60%
of state median income.”? This case is somewhat anomalous, though, as most states use the same
income criteria for all types of assistance.®

The sections below explore state-level eligibility criteria in more detail, breaking these criteria down
along the federal lines of categorical and income-based criteria, as well as additional criteria.

Cateqgorical Eligibility

In their DMPs for FY 2023, 45 percent of states identified at least one form of categorical eligibility
for LIHEAP assistance.* The states that utilize at least one form of categorical eligibility incorporate
TANF, SSI, SNAP, or veteran-related benefits at different rates (Table 2).

Table 2: Percentage of states using participation in various benefits programs as categorical
eligibility criteria

Benefit program

TANF SSI SNAP Veteran-related
g Heating 43% 35% 48% 9%
Eg , | Cooling 61% 48% 61% 13%
85| crisis 61% 48% 61% 13%

Source: Summary review of 2023 DMPs of all states and Washington, DC.

While categorical eligibility can reduce administrative burdens for both LIHEAP applicants and the
government agencies that process applications,*> a small minority of states that use categorical
eligibility criteria allows households to automatically enroll in LIHEAP based on their participation
in another assistance program.“¢ Only eight states (Kansas, Massachusetts, Michigan, Montana,
New York, Oklahoma, South Dakota, and Vermont) provide any type of automatic enroliment based
on categorical eligibility, and still most of these states require more than enrollment in another
benefits program for automatic enroliment in LIHEAP.#” While Vermont allows SNAP applicants to
automatically enroll in LIHEAP and recertify their eligibility on the same schedule as their SNAP
certification, the other seven states impose additional requirements for automatic enrollment. For
example, a state may recognize the categorical eligibility of a household only if someone in the
household meets an additional requirement, such as a separate age requirement.*®
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Income Eligibility

As mentioned above, in addition to setting categorical eligibility criteria for LIHEAP benefits, the
LIHEAP statute also establishes income-based eligibility criteria that grantees may make more
restrictive. For the purposes of these criteria, income may be measured in relation to the state’s
median income (SMI) or the federal poverty guideline (FPG) established by the Department of
Health and Human Services. Table 3 breaks down the percentage of states that use each income
measure, as well as the threshold that their program sets forincome-based eligibility.

Table 3: Percentage of states using various income-based eligibility criteria

Income threshold for a four-person household

<60%SMI | 60%SMI <150% FPG | 150%FPG | >150% FPG
¢ | Heating 2% 59% 8% 24% 6%

% g , | Cooling 0% 62% 6% 28% 3%

85| crisis 2% 59% 4% 27% 8%

Source: Summary review of 2023 DMPs of all states and Washington, DC.

Not only may grantees set thresholds for the level of household income that qualifies for LIHEAP
assistance, they also have discretion in how they define and measure income. Overwhelmingly,
states use a gross income measurement, although a small number of grantees base eligibility on
net income.®®

There is also significant variation in what grantees count as sources of income for the purposes of
LIHEAP eligibility. While all grantees count wages, self-employment income, retirement benefits,
and alimony as income, grantees are fairly evenly divided over whether some other sources, such

as cash gifts, legal settlements, and insurance payments, count toward a household’s income.*°

A minority of grantees consider income tax refunds, work study funding, and income earned by
children as part of a household’s income.* Table 4 breaks down the percentage of states that count
different potential streams of income for the purposes of LIHEAP income-based eligibility.
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Table 4: Percentage of states counting types of income sources for LIHEAP eligibility

SsAbensfits o8s% a7
Unemployment Insurance 14%

96% Ameri-Corp 12%

Veterans Administration benefits 94% Income of child under 18 10%

Child support 92% Certain other insurance payments 8%

Strike pay 90% Income tax refunds 8%

T ——— a0% -

Payments from mortgage contracts 59% Balance of retirement account 2%

Women, Infants, and Children
59% Supplemental Nutrition Program 0%
benefits

Source: Summary review of 2023 DMPs of all states and Washington, DC.

Additional Criteria

While the LIHEAP statute only lays out eligibility criteria based on household income or
participation in another benefits program, grantees have the ability to further restrict eligibility
based on criteria that fall outside these two categories. A majority of states imposes at least one
additional requirement for eligibility.>?
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For heating assistance, 59 percent of states use additional criteria to determine eligibility.>
Of those jurisdictions:

e 10 percent use an asset test. For example, households in Arkansas can qualify for heating
assistance only if they have $2,250 or less in assets, unless they have at least one member over
the age of 60, in which case the threshold is $3,250.5

e 53 percent have additional requirements for renters in subsidized housing. For example,
Maryland requires these renters to provide evidence that they are responsible for their own
heating costs in order to receive heating assistance.>

e 53 percent have additional requirements for renters with utilities included in the rent. For
example, in lllinois these renters are eligible for heating assistance only if their rent is greater
than 30 percent of theirincome for at least 30 days prior to their application for benefits.>¢

Of the states that provide cooling assistance, 40 percent use additional eligibility criteria.?’
Of those jurisdictions:

e 25 percent use an asset test.
e 33 percent have additional requirements for renters in subsidized housing.
e 42 percent have additional requirements for renters with utilities included in the rent.

Additionally, many grantees expressly prioritize certain groups in their eligibility determinations.>®
Households with elderly or disabled members are prioritized by the most states: the elderly receive
priority for heating assistance in 71 percent of states and for cooling assistance in 83 percent of
states, and households with at least one disabled member are prioritized for heating assistance

in 71 percent of states and for cooling assistance in 73 percent of states.>® Households with young
children are also commonly prioritized, with 59 percent of states prioritizing them for heating
benefits and 73 percent of states prioritizing them for cooling benefits.c° Finally, 37 percent of states
prioritize households with high energy burdens for heating assistance, and 46 percent prioritize
such households for cooling assistance.

Benefit Levels

There are four categories of LIHEAP assistance: heating, cooling, weatherization, and crisis
assistance, which can itself be distributed in the form of heating, cooling, or other assistance (see
Figure 1 and “Types of Assistance” below). Each grantee sets its own eligibility criteria and minimum
and maximum benefit levels for each category of assistance. For FY 2023, grantees’ median
minimum amount of heating assistance was approximately $200, while the median maximum for
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heating assistance was about $1,200.%2 For cooling assistance, the median minimum was roughly
$200 and the median maximum was approximately $800.%3 For crisis assistance, the median
maximum benefit was $750.4 Most states do not set a maximum weatherization benefit, but for
the 17 states that do, the median maximum was $10,000.%° These benefit levels are dependent on
federal appropriations, which vary from year to year. Of the $3.5 billion appropriated for LIHEAP in
FY 2017, approximately 50.6 percent ($1.8 billion) was used for heating assistance, 6.7 percent ($233
million) for cooling assistance, and 16.5 percent ($575 million) for crisis assistance.®®

Figure 1: Average household benefits, 2001-21
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Note: Data for years marked with an asterisk are preliminary pending final data validation.
Source: LIHEAP Performance Measurement website, https://liheappm.acf.hhs.gov.

Separate from establishing their own LIHEAP eligibility requirements, grantees can set unique
criteria for determining the level of benefits that an eligible household receives. States determine
how to distribute funds among households that qualify,®” although the LIHEAP statute requires
states to prioritize households with the lowest incomes and the highest energy burdens in their
outreach and distribution of funds.®® For heating benefits, all states take income and household size
into account, while 96 percent also consider home energy cost or need.®® Similarly, every state that
offers cooling assistance considers income and household size when setting a recipient’s benefit
levels, and 93 percent consider home energy cost or need.”” Table 5 breaks down how different
states assess energy cost or need.
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Table 5: Percentage of states considering various factors when assessing energy cost or need for
heating and cooling assistance

Factor Percentage of §tates ?onsidering Percentage of.states f:onsidering
factor for heating assistance factor for cooling assistance

Fuel Type 80% 43%

Energy Burden 49% 43%

Dwelling Type 45% 20%

Individual Bill 40% 53%

Climate/Region 29% 7%

Energy Need” 22% 37%

Note: “Energy need” is defined in the LIHEAP statute to “tak[e] into account both the energy burden of
such household and the unique situation of such household that results from having members of vulnerable
populations, including very young children, individuals with disabilities, and frail older individuals.” 42 U.S.C.
§8622.

Source: Summary review of 2023 DMPs of all states and Washington, DC.

Barriers to Participation

Between 2011 and 2021, only about 15-20 percent of households meeting federal eligibility criteria
received LIHEAP funding (Figure 2).2 This rate is down significantly from when LIHEAP began in 1981
and the participation rate was about 36 percent.”? However, even a participation rate of 36 percent
is extremely low compared to other federal benefits programs like SNAP, which has an average
participation rate above 80 percent.™
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Figure 2: Percentage of income-eligible households served by LIHEAP, 2011-21
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Note: Data for years marked with an asterisk are preliminary pending final data validation.
Source: LIHEAP Performance Measurement website, https://liheappm.acf.hhs.gov.

Given the block-grant nature of LIHEAP, there is substantial variation between grantees in their
application processes, as well as the processes they use for determining eligibility and benefit levels,
making it difficult to identify the precise cause of the program’s low participation rate on a national
level. The low levels of participation are likely based on a combination of factors operating at both
the state and federal levels.

One partial explanation for low participation rates may be that some grantees have imposed
application processes or requirements that discourage or prevent eligible households from receiving
funding. Although the LIHEAP statute requires grantees to provide applicants with the opportunity to
appeal the denial of their application, the statute provides limited safeguards against burdensome
application processes that may prevent an otherwise eligible household from successfully submitting
an application at all.”> The application process in some jurisdictions includes in-person filing or
meeting requirements, which can be challenging for people living in remote or sparsely populated
areas. For example, Maine’s LIHEAP program requires applicants to attend an in-person meeting
before they can apply, meaning that applicants from Maine’s island communities must make a ferry
trip to the mainland in order to apply for benefits.” Similarly, grantees may require applicants to
provide various forms of identification (Table 6), proof of immigration and residency status (Table

7), specific income-related documentation (Table 8), and other documents (Table 9) before their
application can be reviewed. As providing these documents could be burdensome or impossible for
some households, categorical eligibility criteria could help reduce some of the administrative burden
for both applicants and administrators.”
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Table 6: Percentage of states requiring various forms of identification

Applicant only All adults in household All household members
Socia Secuty numeer. | 24
Sovemment-issued | s

Source: Summary review of 2023 DMPs of all states and Washington, DC.

Table 7: Percentage of states requiring documentation of citizenship or legal residency

Noncitizens must provide documentation of immigration status 78%

Applicants’ submission of Social Security cards accepted as proof of legal residency 59%

Applicants’ sighed attestation of citizenship or legal residency 45%

Citizens provide birth certificate, naturalization papers, or passport 22%

Source: Summary review of 2023 DMPs of all states and Washington, DC.

Table 8: Percentage of states requiring specific documents for income verification

Documentation of income for all adult household members 100%

Pay stubs 100%

Social Security award letters 100%

Unemployment insurance letters 100%

Social Security award letters 90%

Zero-income statements 90%

Bank statements 69%

Source: Summary review of 2023 DMPs of all states and Washington, DC.
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Table 9: Percentage of states requiring other eligibility documentation

Current utility bill 90%

Proof of physical residency 73%

Source: Summary review of 2023 DMPs of all states and Washington, DC.

LIHEAP funding levels may inhibit access to the program’s benefits because those funding levels
could limit the number of eligible cases grantees can support or encourage grantees to implement
more restrictive eligibility requirements. Because grantees are not required to provide funding to
all households that meet their eligibility criteria, “simply being eligible for LIHEAP does not entitle a
household to LIHEAP benefits.””®

First, there may simply not be enough funding available for states to provide benefits to all eligible
households. As DHHS explains on its website, “Being qualified for LIHEAP does not guarantee that
you will receive help. ... Quite often, states, tribes, and territories run out of LIHEAP money before
they have served everyone that is eligible.””® As energy costs rise and extreme weather increases
household energy usage, some grantees are encountering earlier and more severe funding
shortages.t? When grantees run out of funding before the close of their annual application cycle,
they are forced to stop accepting new applications and turn away otherwise eligible households.®!

Second, insufficient funding at the federal level can also lower the overall program participation
rate by placing pressure on grantees to impose more restrictive eligibility requirements. As grantees
are permitted to restrict eligibility beyond the minimum eligibility standards set by the federal
LIHEAP statute, the participation rate of households meeting the federal eligibility criteria will
never be 100 percent.®? Because the formula for allocating funds between grantees does not

take account of participation rates, grantees are not incentivized to ensure that funding reaches
all federally eligible households or even all households eligible under their own more restrictive
criteria.®® In light of the federal funding shortfall, grantees face a policy tradeoff between
maximizing the number of households that receive funding and maximizing the level of benefits
that each participating household receives, with many states opting to provide a higher level of
benefits to a smaller number of households.?* This dilemma is discussed in more detail below, in the
section entitled LIHEAP Efficacy and Impact.
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Types of Assistance

LIHEAP funds must be used to “provide assistance to low income households in meeting their

home energy costs,” “intervene in energy crisis situations,” and “provide low-cost residential
weatherization and other cost-effective energy-related home repair,” in addition to conducting
outreach and other administrative activities.®> As a result, funding provided through LIHEAP can
generally be broken into four categories: weatherization assistance, crisis assistance, and home
energy assistance, which is defined as “a source of heating or cooling in residential dwellings”# and
further broken down into heating and cooling assistance. The statute’s broad definition of “home
energy” means that a wide variety of residential heating and cooling fuels are eligible for LIHEAP

funding, including electricity, natural gas, heating oil, kerosene, propane, and wood.#

While the majority of LIHEAP is used to provide heating assistance (Figure 3), unique issues related
to crisis assistance and cooling assistance are explored below; weatherization assistance falls
largely beyond the scope of this paper.

Figure 3: Allocation of LIHEAP funding, 2011-21
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Note: Data for years marked with an asterisk are preliminary pending final data validation.
Source: LIHEAP Performance Measurement website, https://liheappm.acf.hhs.gov.
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Crisis Assistance

In addition to the home energy assistance that grantees are required to provide, the LIHEAP statute
requires grantees to reserve a “reasonable amount” of their funding through March 15 each year

for an “energy crisis intervention” program.88 This program must provide assistance to eligible
households to resolve an energy crisis within 48 hours of the household’s application, or within 18
hours in the case of a life-threatening situation, though these requirements are relaxed in the case
of a natural disaster.?® While the statute does not define what constitutes a “reasonable amount”
of funding for a grantee to reserve for crisis assistance, approximately 21 percent of LIHEAP funding
distributed each year falls under this category, and is distributed in the form of summer, winter, and
year-round crisis assistance (Figure 4).°

Figure 4: Average household crisis benefits, 2011-21

$500
$450
$400
$350
$300
$250
$200
$150

$100
$50

$0
20M 2012 2013 2014 2015 2016 2017 2018* 2019* 2020* 2021*

m Winter crisis Year-round crisis m Summer crisis

Note: Data for years marked with an asterisk are preliminary pending final data validation.
Source: LIHEAP Performance Measurement website, https:/liheappm.acf.hhs.gov.

The statute defines “energy crisis” as “weather-related and supply shortage emergencies and other
household energy-related emergencies.”' Because this definition is very broad, grantees have
significant flexibility in determining what constitutes an energy crisis or life-threatening situation.
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Each grantee must provide its definition of these terms as part of its DMP each year, giving DHHS
some oversight of the way these terms are defined.

Many states’ energy crisis definitions include situations in which households are imminently at
risk of losing energy access as a result of non-payment, equipment failure, or limited fuel supply.®
A selection of “energy crisis” (Table 10) and “life-threatening situation” (Table 11) definitions is
available below.

Table 10: Selection of energy crisis definitions

“A crisis exists when a household faces an energy burden that depletes or threatens to

deplete financial resources, or which poses potential health and/or safety threat to the

well-being of the household.” This includes when any of the following occur:

e “The household has received a shutoff or eviction notice (when included in the rent)
and/or is pending loss of energy”

e “The Standard LIHEAP benefit does not pay the full amount of the Applicant’s bill”

e “The Household utilizes portable fuel or pre-pay utility service and has 7 days or less of
energy available”

Arizona

“A crisis is determined when a low-income household is facing imminent disconnection
within 7 calendar days and/or needs restoration of their heating or cooling fuel source. A
crisis may also result from a weather related emergency, which affects all, or a specific
area of the state”

Georgia

“Crisis Assistance is deemed necessary when a household is in danger of running out of fuel
New Jersey or where a client receives a shutoff notice from their utility company. This crisis must be
resolved within 48 hours.”

“The Crisis Assistance component is designed to help households meet energy
emergencies that cannot be met by other resources. The emergency may result from

a weather related or supply shortage emergency such as: no source of heat; the only
heating equipment in the home is inoperable or unsafe; or there is a potential no heat
situation. Crisis Assistance will be provided when the conditions for providing assistance
are met and the assistance will ensure heat for the household. Crisis Assistance
intervention must resolve the energy crisis of eligible applicants within 48 hours, or 18
hours if in a life threatening situation. Assistance with the purchase of primary fuel and
the payment of the primary utility bills is provided to households who did not receive
Heating Assistance or who have exhausted their heating benefit.”

Virginia

Source: Authors’ analysis of Arizona, Georgia, New Jersey, and Virginia 2023 DMPs.%?
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Table 11: Selection of life-threatening situation definitions

“A client is considered to be in a life-threatening crisis when one of the following situations
exists: The termination of power or exposure to heat or cold would be dangerous to the
Arizona health of a household member, as evidenced by a statement from a licensed medical
physician; Life supporting equipment used in the home is dependent on utility service for
the operation of such apparatus.”

“A life-threatening situation is one where by there is a life threatening medical condition
that exists that could be intensified if a crisis energy assistance applicant is without energy
service. It must be validated by a medical professional such as a physician, public health
official, licensed practitioner of the healing arts, or a county health director.”

Georgia

“A life threatening crisis exists when a household has no fuel and/or has been shut off by

N their utility company. This type of crisis must be addressed within 18 hours”

“A crisis situation is considered life-threatening if 1) the temperature is projected to be 32
degrees or less and 2) the household includes at least one vulnerable person (an individual
Virginia who is under age six, age 60 or over, or disabled). Temperatures of 32 degrees or less for the
current and following day are established by verifying the projected temperature through
a weather service (The Weather Channel etc).”

Source: Authors’ analysis of Arizona, Georgia, New Jersey, and Virginia 2023 DMPs.%*

Cooling Assistance

Extreme heat kills hundreds of people in the United States each year,®® and average temperatures
nationwide are expected to rise by as much as 8 degrees Fahrenheit in some areas by 2100.%
Before the end of this century, most Americans will experience more than 25 days of temperatures
exceeding 90 degrees Fahrenheit each year.” The availability of cooling assistance under LIHEAP
will likely increase in importance as global temperatures have been rising—the past eight years
have been the warmest eight years in recorded history.*®

During periods of high heat, access to air-conditioning can be a matter of life or death: a survey of
heat-related deaths in Maricopa County, Arizona, found that approximately 20 percent of indoor
heat-related deaths occurred in residences with no air-conditioning unit.*® In cases where an air
conditioner was present, the units were nonfunctioning more than 50 percent of the time.'®® While
these statistics highlight the need for affordable access to air-conditioning units and maintenance,
the study also found that approximately 13 percent of residences with air-conditioning units had
been disconnected from their electricity service, and 34 percent of homes had not been running
their air-conditioning when the death occurred, possibly out of a need to save money.™”
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Although the LIHEAP statute allows grantees to use their funds for home heating and cooling
assistance, grantees are not required to cover both.'°? As noted above, all 50 states and the District
of Columbia provide heating assistance with their LIHEAP funds, but fewer than half of these
jurisdictions also use their funding to provide cooling assistance.'® As of 2020, 23 states provided
cooling assistance,'** a figure that has risen from only 16 states in 2007.1° Even with more states
offering cooling assistance, only a small portion of LIHEAP funding actually goes toward residential
cooling costs (Figure 5). Even in the Southeast, where temperatures are generally higher year
round, 14 percent of funding has gone toward cooling while 38 percent went toward heating.’®

Figure 5: Percentage of LIHEAP funds used by assistance type, 2001-19
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Source: Scott Bechler, “How a Decades-Old Federal Energy Assistance Program Functions in Practice: A
Deep Dive into LIHEAP” (2021), https://nicholasinstitute.duke.edu/sites/default/files/publications/How-a-
Decades-Old-Federal-Energy-Assistance-Program-Functions-in-Practice-A-Deep-Dive-into-LIHEAPpdf.

This disparity is partially explained by the history of the LIHEAP formula.’”” When LIHEAP first began
in the early 1980s, the original formula heavily favored cold-weather states due to the heating

oil crisis from which the program emerged.'®® This context contributed to a formula that limited
the funding available for states where the affordability of cooling is a greater concern. In 1984,
Congress introduced a new formula to address this issue by allocating funding based on “the ratio
of energy expenditures of the state’s low-income households to the energy expenditures of all low-
income households in the country.” % These changes are codified in the LIHEAP statute, and the
formula can be altered only through further congressional action.
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This formula, which is still referred to as the “new” LIHEAP formula nearly 40 years after its
introduction, is intended to distribute funds more equitably between warm- and cold-weather
states, and weighs state cooling and heating programs equally.® However, the “new” formula also
includes provisions to ensure that states do not lose significant funding as a result of the formula
change, so the “old” formula still applies to roughly the first $2 billion in LIHEAP funding allocated
each year As a result, cold-weather states are still favored in the distribution of a significant
portion of LIHEAP funding, leading to a continued underprovision of cooling assistance.

In addition to the general disparity in funding for cooling assistance compared to heating
assistance, the current structure and administration of LIHEAP does not account for the more
recent and growing need for air-conditioning in the context of rising temperatures. First, many
northern states provide no cooling assistance under LIHEAP, and many of their residents lack

air conditioners.? As of 2020, fewer than 70 percent of households in Washington, Vermont, and
Montana had air-conditioning.™ As northern states face increasing numbers of high heat days,™
more households will need to obtain and regularly use air conditioners, both of which can be
unaffordable for low-income households.

A number of states, including Mississippi and Nebraska, use LIHEAP funding to cover expenses
related to both purchasing and running air conditioners.™ However, some states, including New
York, provide LIHEAP funding for the purchase of air-conditioning units but provide no assistance
in covering the cost of running them."® Even for households that can afford to purchase an air
conditioner, the operating costs can be prohibitively expensive, with the National Energy Assistance
Directors Association estimating that households running air conditioners would spend an average
of $540 on summer cooling in 2022."” In Nebraska, a state that provides assistance both for the
purchase of an air conditioner and for the costs of running the air conditioner, receipt of a LIHEAP-
funded air conditioner within the past four years is one of the additional criteria that can help a
household qualify for cooling assistance."® States may also provide crisis assistance funding to
households at risk of losing access to cooling “due to problems with equipment, receipt of a utility
shutoff notice, or exhaustion of a fuel supply.”™

LIHEAP Efficacy and Impact

Due to the block-grant nature of LIHEAP, assessing the efficacy of the program on a national

scale is difficult,””° and few detailed studies have been undertaken to evaluate its efficacy.? As the
LIHEAP statute gives flexibility to each grantee in structuring its program, program design varies
significantly from state to state.””? Moreover, data collection and any necessary waivers for that
collection are also handled by states, so performance measurement is not always uniform across
all grantees.Z This level of variation across programs means that nationwide statistics may obscure
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nuance and noteworthy information related to the performance of programs in different states.

To combat this evaluation problem, the federal government has increased its efforts to collect
standardized data on the program from grantees.’* In 2014, DHHS began collecting and reporting
on four performance metrics:™?

e Benefit Targeting Index, which “demonstrates whether your state is giving higher benefits to
higher burden households”;™?¢

e Burden Reduction Targeting Index, which “shows how burden reduction for your high burden
households compares to the burden reduction for the average recipient”;'?

e Service Restoration, which reflects “how many clients had service restored by LIHEAP”;'# and

e Service Loss Prevention, which “shows the number of clients who would have lost service if not
for your intervention with LIHEAP funds.”'?°

Grantees report these performance metrics in their annual DMP submissions, along with
information on their data collection practices and plans.™®

Distributing Funds to Energy Insecure Households

One metric for assessing the efficacy of LIHEAP is the extent to which appropriated funds actually
reach energy insecure households across the country. Several aspects of the LIHEAP statute
encourage grantees to distribute funding efficiently, even if they are not able to reach all federally
eligible households. The LIHEAP statute prohibits states from spending more than a small percentage
of their grant on administrative costs,* so the vast majority of funds appropriated for LIHEAP go
toward direct benefits for program participants. At the same time, the LIHEAP statute’s limitations on
carryover funding encourage grantees to use as much of their allocation as possible each year. For
example, in FY 2017, only $160 million of the total $3.5 billion LIHEAP allocation was carried over from
the previous year,”? suggesting that grantees used nearly all of the funds they received.

Reducing Energy Burdens

Another metric for assessing LIHEAP’s efficacy is the impact it has on reducing energy burdens

for eligible households. The most recent report to Congress on LIHEAP, in 2017, stated that

“[t]he percentage of household heating expenditures offset by LIHEAP benefits decreased from
79.6 percent in FY 2016 to 73.7 percent in FY 2017” However, this nationwide statistic obscures

many variations in the ways that grantees distribute benefits. The LIHEAP statute does not require
grantees to provide a specific level of benefits to any eligible household, or even to provide benefits
to all eligible households. As a result, the portion of total utility expenses covered by LIHEAP varies
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from state to state, as well as within states that provide tiered benefits to different households.

When determining the level of benefits to provide to eligible households, grantees are faced with a
choice between giving greater funding to a smaller pool of recipients or distributing less funding to
a larger number of households.” States that provide a higher amount to fewer eligible households
include Florida, Mississippi, and South Caroling,”* while Arkansas, Kentucky, North Carolina, and
West Virginia™s generally provide a lower level of funding to more recipients.

The different approaches taken by Florida and North Carolina capture the two sides of this policy
choice. In 2019, both states received roughly $100 million in LIHEAP funding, although it is worth
noting that the population of Florida is roughly twice that of North Carolina. The two states
received similar allocations, but Florida provided its LIHEAP participants with an average benefit
of $944, while North Carolina provided an average benefit of $254.3¢ While Florida’s average
benefit was more than three times higher than North Carolinad’s, it served only 6.3 percent of its
1,684,340 eligible households, compared to North Carolina, which served 16.8 percent of its 754,753
eligible households.” This funding reduced the average Florida participant’s energy burden from
15.50 percent to 11.27 percent, whereas the average North Carolina participant’s energy burden
decreased from 12.81 percent to 10.46 percent as a result of LIHEAP funding.*

Targeting Energy Burdened Households

A further metric for evaluating LIHEAP’s efficacy is the extent to which program funding flows to
the households with the lowest incomes and the highest energy burdens. While studies have found
that participation in LIHEAP reduces household energy insecurity, researchers have noted that
the program would be more successful with better targeting of and more focused outreach to
low-income households.® One study also found that LIHEAP tends to benefit “marginally energy-
insecure households more than the severely energy insecure.”*° This finding runs contrary to the
LIHEAP statute’s requirement that grantees “ensure that households with the lowest incomes,
together with the highest home energy need in relation to income, receive the highest level of
assistance.” Despite this directive, households with greater resources may inevitably be better
able to navigate the administrative aspects of applying because of those resources.™?

Federally determined funding that does not keep pace with energy costs is a limitation on the
efficacy of LIHEAP: energy costs are generally rising around the globe, increasing energy burdens
on many low-income households.** Many grantees receive insufficient funds to serve all eligible
households, and as energy costs rise, grantees will need increased funding in order to maintain even
the current reach of their programs.** Although President Biden’s proposed FY 2024 LIHEAP budget
includes a $111 million increase in LIHEAP funding over FY 2023, this increase is intended to help
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provide water bill assistance to low-income households following the expiration of the Low Income
Household Water Assistance Program.™

As the foregoing discussion illustrates, LIHEAP provides meaningful energy assistance to low-
income households across the country, but its reach and efficacy are limited due in large part to
funding. While the variation in program design among states makes it difficult to draw universal
conclusions about LIHEAP’s efficacy, the flexibility afforded to LIHEAP grantees allows each
jurisdiction to tailor its program to meet its unique needs and policy objectives. Without increased
funding at the federal level, though, LIHEAP will not be able to fully alleviate energy insecurity for all
low-income households in the US. The following section discusses ratepayer-funded affordability
programs administered by utilities, which often work with or alongside LIHEAP to provide additional
energy assistance.
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Utility Rate Designs and Discount Programs to Promote
Energy Affordability

Overview of Programs

In addition to LIHEAP and other assistance programs administered at the state or federal
level, ratepayer-funded affordability programs administered by utilities make up a significant
portion of energy affordability programs in the United States. Currently, utilities in at least
30 states operate at least one ratepayer-funded bill assistance program.*é These programs
include an enormous variety of designs and structures, including different funding models,
eligibility criteria, target populations, and benefits.¥” Especially when combined with
LIHEAP participation, ratepayer-funded utility assistance programs can significantly lower
household energy burdens. The most common ratepayer-funded structures are percentage
of income payment plans (PIPPs), flat percentage discounts, and tiered discounts.® These
and other common structures are explored in Table 12, with example programs noted

in the footnotes; PIPPs and prepaid metering will be discussed in greater detail below.

Table 12: Common Ratepayer-Funded Energy Affordability Program Structures

Percentage of Payments are capped at predetermined percentage of household income,*® which
IR Il may be a flat percentage for all participants or tiered based on income level or
Plan (PIPP) other factors.

Set percentage Bills are reduced by a set percentage, which may be universal across program
discounts participants™ or tiered based on income level or other factors.™

Bills are offset by a set credit amount, which may be universal across program

=it Al el participants™ or tiered based on income level or other factors.™?

Programs can include:

Usage-based e Monthly payments based on average usage;™
programs e Tiered discounts based on usage;™®

e Discounted rates applied to consumption.’®

Existing customer debt is erased through participation.™ Programs can operate as
gradual forgiveness based on timely bill payments or one-time full forgiveness.®
Forgiveness may occur gradually over the course of program participation. ™*° In addition
to arrearage forgiveness that is built into a utility’s low-income assistance program,
many states offered one-time utility debt forgiveness during the COVID-19 pandemic.'e®

Arrearage
forgiveness

continued on next page
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Waiver or

s Can include reduction or waiver of service charges™' or reduced minimum bills.'6?
reduction in fees

Utilities may allow customers to “round up” their monthly bill to the next whole dollar,
with the additional money being added to a program fund to provide assistance to
households that are struggling to pay their bills.'®3

Round-up
programs

Customers pay in advance for service, which typically is disconnected when prepaid
balance reaches zero.®*

Prepaid metering

Source: Authors’ analysis.

Some programs combine multiple features from the common structures outlined above, and
some utilities also offer multiple programs. For example, many utilities in California offer both the
California Alternate Rates for Energy (CARE) program, which provides a 20 percent discount on
gas and electricity for households that meet certain income requirements or are enrolled in
specific benefits programs, and the Family Electric Rate Assistance program, which gives
households of three or more residents an 18 percent discount on electricity if they meet certain
income requirements.'e®

The enrollment criteria for ratepayer-funded affordability programs differ greatly across programs,
but may be based on income, energy burden, participation in government benefits programs, age,
disability, household size, medical necessity, or other factors. Programs that allow applicants to
self-certify for enrollment, like California’s CARE program, can reduce administrative burdens.'e®
Similarly, some states, like New Jersey, automatically enroll households that participate in other
benefits programs.’®’ Programs that use “categorical” eligibility criteria such as participation

in specific government assistance programs like TANF, SSI, or LIHEAP generally pose a lower
administrative burden for both applicants and administrators, which can increase participation.
Although the use of categorical eligibility in utility-run affordability programs can allow utilities to
avoid undertaking burdensome income verification, participation in TANF, SSI, LIHEAP, or another
assistance program is not always a reliable stand-in forincome level, particularly in light of the low
levels of participation in LIHEAP.

On top of any eligibility criteriq, utility-run affordability programs often have additional limits on
participation, which can include restricting program participation to a set number of customers,
allowing households to participate only for a certain number of months,'®® or applying reduced
rates to only a certain amount of usage.’®® Some utilities will also make program participation
contingent on the customer making on-time monthly payments,”® which can be a major barrier to
participation for low-income households, even when the program reduces their monthly payment
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requirements. Households may similarly struggle to enroll or maintain their participation due
to limited enrollment periods,”" existing arrearages,” limitations on re-enrollment for previous
participants,” or limits on the duration of benefit periods.

State Laws and Affordability Programs

Many states have established laws, either by legislation or regulation through the public utility
commission, mandating that regulated utilities establish affordability programes.
Some examples include:

Pennsylvania’s Public Utility Commission requires utility companies to run a variety of programs
that help low-income customers maintain their service.” These programs include budget billing
to stabilize monthly bill amounts, customer assistance programs to lower monthly bills based on
household size and income, energy conservation assistance, and hardship funding for customers
whose needs are not met by other assistance programs.

Minnesota’s Cold Weather Rule requires utilities to set up reasonable payment plans for low-
income customers struggling to pay their bills during the winter.”® This rule applies to both gas
and electric utilities, which are required to work with customers to establish a payment plan that
is reasonable in light of the household’s unique financial circumstances.

Connecticut law establishes a utility-run arrearage forgiveness program.”¢ This program
allows income-eligible gas and electric customers to have the amount of their monthly
payment, including any assistance they receive from the state’s energy assistance program,
deducted from the arrearage of their account pursuant to an amortization agreement with
the utility.

Nevada state law establishes a statewide ratepayer-funded utility discount program to reduce
energy burdens through the imposition of a universal energy charge.”” Eligible households
receive assistance calculated to reduce their energy expenditures to “the median percentage of
household income spent on natural gas and electricity statewide.”

Maine state law set an early example by explicitly authorizing the development of
affordability programs in 1990 after the Maine Public Utility Commission rejected Central
Maine Power Co.s program proposal due to a perceived lack of jurisdiction.”® In response, the
1990 legislation required the commission to order utilities to develop plans for special rates or
bill assistance programs for low-income customers. Legislative changes in 1997 required the
commission to establish a statewide assistance program that would apply to a larger group of
electric utilities.
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Common and Noteworthy Program Types

Percent of Income Payment Plans

Percentage of income payment plans (PIPPs) are payment programs designed to reduce household
energy costs by capping utility bills at a set percentage of household income. Energy costs that
exceed the established percentage of the consumer’s income are typically covered by LIHEAP funds
to the extent possible, then by other ratepayers.” In addition to keeping utility costs down for low-
income consumers, PIPPs protect consumers from increases in utility rates by tying the consumer’s
financial obligation to income rather than to usage.

Although PIPPs are typically administered by utilities as ratepayer-funded affordability programs,
the development of these programs is often influenced by state law. In some instances, states have
incorporated a PIPP-like structure directly into their own energy assistance programs rather than
relying on utilities to implement these programs, although this strategy is uncommon. In Nevada,
for example, the state-run energy assistance program includes a credit of up to $240 per household
that is intended to reduce the household’s energy burden to a uniform percentage.’®®

Many researchers see PIPPs as a promising model for reducing home energy burdens, particularly
in the face of rising energy costs,’® and efforts are underway in several states to pass legislation
mandating that utilities develop and implement PIPPs for low-income households. For example,
the George Wiley Center in Rhode Island is advocating for the adoption of a state law that would
allow the state’s largest utilities to develop PIPPs capping energy expenses at approximately

3-6 percent for low-income households;™®? although the state legislature failed to pass the bill

in 2022, advocacy efforts are ongoing.”®® While PIPPs have widespread support, some experts
have noted that they are administratively more complicated than other energy affordability
programs.’® They may also provide lower levels of benefits for some households when compared
to affordability programs that would reduce a household’s energy burden below the threshold
that is used for the PIPP."®

Utilities in several states,’®® including Colorado, lllinois, Maine, Nevada, New Jersey, Ohio, and
Pennsylvania, have established PIPPs,'®” while the development of new PIPPs is underway in others,
including New York."®® These programs are often created pursuant to state requirements, but
utilities may also establish PIPPs independent of any requirement in state law. Table 13 explores
PIPPs in several states and provides information on the percentage of household income that each
program uses as a cap on the responsibility of plan participants, explains any basis the program has
in state law, and highlights other noteworthy aspects of the PIPP.
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Table 13: PIPP examples

Maximum percentage

of income that Relation to state law and other notes
customer must pay

Cadlifornia’s PUC has mandated that investor-owned utilities establish
four-year pilot PIPPs.”*° These pilot programs are limited to customers who
have experienced two or more disconnections in one year prior to the

CA 4%'8 state’s disconnection moratorium, or who reside in one of the zip codes
with the highest rates of recurring disconnections. Participants must also
be enrolled in the California Alternate Rates for Energy program, which
provides discounted rates for low-income utility customers.

Utilities required to participate under state law if they serve more than
100,000 retail customers.® Participating utilities are required to “bring
participants’ gas and electric bills into the range of affordability,” while
seeking to maximize program participation.

On-time PIPP payment qualifies a participating household for credit on
past bills to reduce arrearages by up to $1,000 per year.??

IL 6%

PIPP is integrated with North Dakota’s LIHEAP program, so that LIHEAP
benefits are distributed based on a formula that reduces household
energy burdens to tiered percentages based on household income.'3
The program operates with three income tiers. Households with the
lowest incomes receive LIHEAP benefits to reduce their energy burden
to 1% of the household’s income, while the middle tier’s energy burden
is adjusted to 2% of household income, and the final tier is responsible
for paying 3% of household income.

ND Tiered between 1-3%

Nevada’s statewide Energy Assistance Program, which is based in state
statute,”® provides annual credits to reduce household energy costs
Based on statewide based on statewide energy burdens.® Households with income levels
median energy burden | below 150% of the federal poverty guideline are eligible to receive
credits that reduce their energy burden to the level of the state’s
median energy burden, which is calculated annually.

NV

The nation’s oldest PIPP, which has served as a model for other
jurisdictions, was originally developed through the state’s utility
commission, but is now codified in statute.®® Under the program,
participants who heat their homes with gas are required to pay up

to 5% of their household income toward their gas bill and up to an
additional 5% toward their electric bill. Households that are heated
with electricity are simply responsible for up to 10% of their household
income for their electric bill. The program also includes arrearage
reduction, which eliminates a participating household’s outstanding
utility debt after two years of on-time, in-full monthly payments.

OH Up to 10%

Source: Authors’ analysis.
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Prepaid Metering

The majority of US electricity consumers purchase energy on a postpaid basis, but prepaid utility
service has become more common in recent years.”” Prepaid metering programs have been around
since the early 20th century, and have been particularly commmon in Great Britain over the past 100
years.”® More recently, these programs have evolved significantly with the availability of advanced
metering infrastructure (AMI) technology, which can provide utility companies with remote access
to customer usage, balance, and account data.® Whereas early prepay meters accepted coins
and had to be periodically emptied, modern meters can be paid electronically and provide
accurate, to-the-minute balance information. At their most basic, these programs are often
compared to filling up a car with gas, in that customers access service by loading funds into their
account but then are unable to use any energy beyond what they have paid for in advance.?©

Following increased investment in smart grid research as part of the 2009 American Recovery

and Reinvestment Act, prepaid metering programs have become more widespread in the United
States.?®' Because these programs no longer require the installation or removal of special equipment,
the costs for utility companies to administer prepaid metering and for customers to participate
have made these programs more viable.?? Some experts have also suggested that prepaid
metering has become more popular due to pressures on utilities to reduce consumer debt.?®

As of 2012, at least 53 utilities in 19 states offered prepayment programs for energy customers.2%4
Prepaid service is more common in southern states and among unregulated utilities such as
cooperatives.?®> An independent study of Arizona utility Salt River Project’s M-Power program, one
of the largest prepaid metering programs in the United States, found the following trends among
program participants: “M-Power customers tend to be relatively young and have low-incomes,
have families, use relatively low amounts of electricity, make an average of seven payments per
month during peak spring and summer seasons, and experience disconnection from service an
average of one time per month throughout the year."20¢

Compared to postpaid service, some prepaid metering programs provide significant benefits

for low-income households, since they often do not require a deposit to sign up for service?®’ and
customers may not be required to pay off existing arrears before enrolling.2°®¢ However, some
programs require a portion of each payment to go toward paying past-due balances.??® Service
that is disconnected under a prepaid metering program can typically be reconnected more quickly
than postpaid service, and usually does not require payment of a reconnection fee, though this is
not the case for all prepaid metering programs.?™©

At the same time, customers participating in prepaid metering programs often report higher levels
of satisfaction with their service than traditional postpaid customers.?" Prepaid consumers have
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more control over the amount and frequency of their payments,?? along with greater certainty and
predictability when it comes to their energy expenses.?” Prepaid consumers are also at lower risk of
accruing unpaid utility debt, and may reduce their energy consumption by monitoring their usage
using the real-time information offered by prepaid metering technology.?™

However, prepaid metering programs are heavily criticized by consumer advocates, who find

that these programs have the potential to harm low-income customers unless implemented
thoughtfully.?®® Prepaid metering programs often result in higher rates of disconnection for
consumers and evade the legal protections that exist for low-income consumers facing
disconnection from postpaid plans.?® Under prepaid metering programs, utilities may consider
disconnections for lack of funds to be voluntary disconnections that are not subject to traditional
legal protections. In many states, prepaid metering is not expressly subject to the legal protections
that exist for utility customers facing shut-offs, which can include notice requirements and special
protections for consumers who rely on electricity for lifesaving medical devices.?”

Some states have remedied this by clarifying that existing protections apply to these prepaid
programs as well, or by passing new laws to create specific protections for prepaid metering
customers. In an early example, when Otter Tail Power Company proposed a prepaid metering pilot
project in 1990, the Minnesota Public Utilities Commission determined that the program violated
state rules surrounding disconnection notices.?® Pennsylvania’s regulation of prepaid metering
programs is particularly rigorous.?® Low-income customers are not eligible to participate, and the
utility must agree to give consumers an emergency backup card covering five days.?? In addition

to Pennsylvania, several states including Oregon,?' lowa,??? Oklahoma,??®* and Texas?* have laws
regulating prepaid metering programs. The National Association of State Utility Consumer Advocates
has also assembled a set of model protections for implementing prepaid metering programs.??

In the absence of state law clarifying or extending the reach of these protections to prepaid
metering programs, utilities have relatively free rein in establishing disconnection protections
and procedures for their prepaid customers. In states that provide legal protections against
disconnection of prepaid service, utilities have identified other ways of restricting service when a
prepaid customer’s balance runs out, such as “load limiting or periodic load interruption when the
customer balance falls below zero."22¢

In addition to the concern about the potential for prepaid metering programs to evade traditional
disconnection protections, advocates raise a number of other concerns about treating prepaid
metering as an energy affordability program for low-income households. First, prepaid metering
can be difficult to pair with assistance programs, making it difficult for low-income households to
access the benefits that they are entitled to receive.?” Prepaid metering programs also provide
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no option for budget billing, which allows the customer to spread the cost of their utility bill evenly
across the year to increase the predictability of billing and reduce seasonally high bills.?22 Some
research also suggests that even though prepaid customers typically use less energy than postpaid
customers, they can end up paying more due to the potentially higher rates imposed for this
service?? or an increased number of payment processing fees or fees for rejected payments.2*° For
example, a study of M-Power, the prepayment program run by the Salt River Project in Arizona,
revealed that the utility charged higher rates to prepaid customers on the grounds that it cost more
to serve these households due to special services required for the program to operate, like payment
and monitoring infrastructure.” Some states, including lowa?? and Oklahoma,?* prohibit the
imposition of higher rates for prepaid service without approval of the state.

Ultimately, prepaid metering programs reduce public scrutiny of energy insecurity?4 and may do
more to mask the problem of energy affordability than to solve it.?*> Some studies have shown that
low-income households on prepaid meters use less electricity,?*® but advocates are divided on
whether this is because prepaid metering encourages consumers to use energy more thoughtfully
or because these programs “encourage householders experiencing severe hardship to take extreme
measures when restricting their energy use” and deprive themselves of the energy that they need to
live comfortably.?” A study analyzing one prepaid metering program found that prepaid customers
who were able to retain service when their balance fell below zero still reduced their consumption,
although not to the same extent as prepaid customers who lacked this protection.?®® This finding
suggests that improved legal protections around disconnections may help prepaid service
households avoid significant deprivations, while still allowing them to benefit from the payment
flexibility and predictability that prepaid metering can provide.

energypolicy.columbia.edu | 36



November 2023

Unique Challenges in Rural and Native American Communities

While the preceding sections discuss several affordability programs in place to assist low-income
households with their energy bills, this section highlights unique factors that contribute to energy
insecurity in rural and Native American communities. Energy affordability remains an issue in these
communities, but other factors, such as the availability of electricity and the energy efficiency

of homes and appliances, create additional obstacles for low-income households on the path to
energy security.

Rural Areas

Households in rural areas often face disproportionately high energy burdens. On average, rural
households face energy burdens 33 percent higher than the national average, a disparity that is
even more pronounced among low-income rural households.° The high energy burdens seen in
rural areas are due in part to low income levels in these communities, with more than 40 percent of
rural households earning less than 200 percent of the federal poverty level.?°

Several factors besides income contribute to high energy burdens for rural households, including the
quality of housing stock and the resources of local utilities. Low-income residents of rural areas are
more likely to live in low-quality housing that falls short of contemporary weatherization and energy
efficiency standards. At the same time, it can be difficult for rural households to access or afford
energy efficiency and weatherization upgrades that can help lower their energy burdens.? Rural
utilities may have limited resources, making them less likely to fund efficiency programs that are more
common in urban areas.?*2 Even when cost is less of a concern, there may be few local workers in rural
areas with the training necessary to perform energy efficiency and weatherization upgrades.?*

Proposed programs intended to combat energy insecurity in rural areas focus primarily on regional
initiatives to improve energy efficiency.?** One paper proposes local workforce development and
reimbursement programs, which would train rural residents to perform energy efficiency upgrades
and provide funding for them to travel to other remote areas to increase access to these services.#
Other proposals include improving standards for manufactured housing, which makes up a
disproportionate share of housing stock in rural areas and can be harder to retrofit than traditional
site-built homes.?*¢ Acknowledging these challenges, the Department of Energy is in the process of
rolling out new energy efficiency standards for manufactured housing.?

Rural households are also more likely to rely on propane or fuel oil to heat their homes, which leaves
them exposed to higher heating costs and unpredictable cost fluctuations and ineligible for energy
efficiency funding provided by utilities.>*® However, these households are eligible for LIHEAP funding
that can help cover the cost of propane or fuel oil, and some states even provide higher levels of
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LIHEAP benefits to propane users.?* Many states also cover propane as part of their emergency
assistance programs, allowing customers to apply for immediate funding when their propane tanks
are low.

Tribal Reservations

Native Americans are the racial group most likely to live in rural areas, so Native American
communities face many of the issues that contribute to energy insecurity in rural areas.®° In
addition to these challenges, however, the legal and social history of tribal reservations has given
rise to unique energy insecurity obstacles in these communities.

Collecting detailed data on energy insecurity in Native American households can be difficult,?

but an estimated 36 percent®? to 50 percent?3 of Native American households experience a high
energy burden. Tribal governments may opt into one of two LIHEAP funding allocations: receiving
their own allocation directly from DHHS, or receiving a portion of the allocation for the state(s)

in which their land is located.?** When receiving a portion of the state allocation, the tribe’s grant

is based on the proportion of the state’s low-income households that are located on the tribe’s
reservation or trust land.?> Alternatively, the tribe may enter into a negotiated agreement with

the state to receive a different level of funding.?*® No matter how the funding is allocated, tribal
governments face the same constraints and challenges in disbursing LIHEAP funds to their residents
as other grantees, namely the level of federal funding.?’

On many tribal reservations, LIHEAP and other energy affordability measures fail to address a
compounding and prevalent cause of energy insecurity: limited access to the electrical grid.?*®

For example, on the Navajo Reservation, which is the largest reservation in the United States, 37
percent of households lack electricity.?° Nationwide, 14.2 percent of Native American households
lack electricity, compared to about 1.4 percent of the general population.?°2¢" Because of the
relative lack of grid access in these areas, LIHEAP and other federal programs focused on individual
assistance overlook significant structural and infrastructural obstacles that many Native American
households face in accessing adequate home energy supplies.?®2 Even where electricity is available,
high energy costs and low per capita income contribute to high rates of energy insecurity in Native
American communities.?®

The lack of grid connectivity presents unique concerns for many Native American communities.
Households that cannot receive electricity must rely on alternative sources of fuel for light and
heating, such as kerosene lamps or wood-burning heaters.?* As a result, members of these
households face increased asthma rates “linked to indoor air pollution, such as the combustion
created from burning wood, coal, or kerosene to heat or light the home.”?%*> Lack of consistent
lighting and internet access at home can also limit educational attainment. Even for households
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that have access to a generator, which is necessary for off-grid households to cool their homes,
operate a phone or computer, refrigerate food, or power life-saving medical devices, fuel is often
more expensive than grid electricity, contributing to high poverty rates in these communities.?®

The low levels of grid connectivity on Native American reservations can be traced back to a number
of historical policies—importantly, restrictions on the Rural Electrification Administration—that
limited infrastructure development on tribal land. Although much of the rural US lacked access to
electricity until the 1930s, the Rural Electrification Administration was established in 1935 to “make
loans to local governments, nonprofits, and farming cooperatives for purposes of developing
electricity infrastructure” in rural areas to close this urban-rural electrification gap.?’ Local
governments used these loans to significantly expand grid access, but tribal governments were

not eligible to receive Rural Electrification Administration grants, meaning many Native American
reservations missed out on this infrastructure boom.8

The legacy of this programmatic exclusion is that grid extension is now prohibitively expensive on
many reservations. By one estimate, extending transmission lines can cost up to $40,000 per mile
on some reservations.?®® On the Navajo Reservation, where more than a third of households lack
electricity, it would cost an estimated $27,000 per mile to extend power lines to many homes due
to the area’s low population density.?° While these infrastructure costs could typically be shared
across several homes benefitting from a single line extension, the dispersed nature of the Navajo
Reservation means that the “cost often cannot be split over a sufficient number of customers to
make it economically viable.”?' Even when federal subsidies are available, some require matching
funds that tribal governments are not able to provide,?? and many homes require costly upgrades
to reach service-ready status.??

Although public utilities are often subject to a state law duty to serve, including a duty to provide
service to households that are not already connected to service,?# this duty is cabined in ways that
limit its applicability to homes on Native American reservations. Utilities are typically subject to this
duty only within the geographic boundaries of their existing service territories,?”> which may not
extend to reservation land or other remote or rural areas. Furthermore, even if a proposed extension
falls within the utility’s service areq, the duty may be limited to reasonable extensions, which may
not include developing several miles of transmission to provide service to a single home. Often,

the reasonableness of extension hinges on an assessment of several factors, including need, cost,
revenue potential, and the public interest.?’¢

The legal status of tribal land also poses a significant obstacle to grid extension for many Native
American communities. Under the General Allotment Act of 1887, reservation land was divided
for assignment to members of the tribe or sale to other individuals, creating a checkerboard of
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tribal land and land owned by non-members.?”” Parcels that were owned by the tribal government
or tribal members became subject to complex inheritance laws that led to some pieces of land
having dozens or even hundreds of fractional owners.?”® When allotted land was sold outside of the
tribe, the parcel’s reservation status was terminated and the tribe’s ability to condemn the land for
infrastructure development was extinguished.?”® This mosaic of ownership interests is even further
complicated by the requirement that the Department of the Interior grant permission for any
easements or rights-of-way on tribal land.?° As a result, tribes may struggle to secure the necessary
rights and approvals to extend grid access even when they have the funds to do s0.2%

In some instances, resistance fromm community members has prevented tribes from developing
energy infrastructure.?®? A case study focusing on the Hopi Reservation found that “[a]s grid power
was introduced to the Hopi Reservation, eight villages chose to allow the power lines, but not
without conflict among residents. Often traditional elders objected for religious, economic, or
aesthetic reasons. Many villagers believed the electrical grid’s attendant poles and lines infringed
on village rights-of-way. When all of the discussions were consummated, four villages refused grid
power altogether.’283

This resistance recalls efforts on the part of Native American groups to halt the development of

oil and natural gas pipelines, including the Dakota Access Pipeline. In these instances, advocates
resisting the development of new fossil fuel infrastructure have been criticized for stalling

projects that would purportedly help lower energy costs.?#* Although Native American resistance
to the development of fossil fuel infrastructure is more widely reported, the reluctance of some
communities to pursue development of electric transmission underscores that the concerns of
many tribal members and organizations are rooted in indigenous rights, culture, and values, rather
than solely energy access and affordability.?®

In light of these challenges, a number of tribal governments have established programs to develop
off-grid solar systems that can provide electricity to households outside of the electrical grid.z®

On the Navajo Reservation, the Navajo Tribal Utility Authority (NTAU) has been working since 1999
to subsidize access to small-scale solar power.?®’” During that time, “NTAU has rented over 260
[renewable energy generating units] (consisting of an 880-watt solar array, 400-watt turbine, and
battery bank) to tribal members at a cost of $75 per month, which pays for NTUA maintenance and
installation training.”288

Federal funding has helped to bolster tribes’ efforts to provide off-grid energy across their
reservations. In 2020, NTAU received funding through the CARES Act to purchase and install 300
additional off-grid solar units for homes that were not already connected to the grid.?®

Other tribes have secured federal funding to build microgrids through grant programs for energy
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efficiency projects in energy burdened communities.?*° In Nevada, the Moapa Band of Paiute
Indians received $2.38 million in federal funding to develop a solar project that could power the
tribe’s roadside businesses, which was less than the cost of connecting the shopping center to the
grid.?' At the time the microgrid project was completed, it was expected to save the tribe $700,000
each year, which would have otherwise been spent on diesel to power the businesses.??

Without federal or state subsidies, such microgrid projects can be prohibitively expensive. For
example, “a family in Wyoming would have had to pay $80,000 to their local utility company to
bring electricity to their home. While the cost of installing solar panels was cheaper, it still would
have cost the family about $50,000 for the panels and batteries.”? In similar instances, federal or
state funding to improve access to solar or other small-scale renewables may go further in reducing
energy insecurity than bill assistance programs.?®*

Not all reservations are well suited to small-scale renewable projects, though. The Yurok Reservation
in Northern California, for example, is largely forested with poor wind resources.?*> Drought conditions
and upstream dams limit the potential for developing hydropower on the reservation.?¢ In such
conditions, subsidized grid extension may be the only way to bring electricity to these households.

Fortunately, the Inflation Reduction Act (IRA) contains funding for transmission development and
the electrification of tribal homes.?”” Section 80003 of the IRA appropriates more than $145 million
to provide electricity to unelectrified tribal homes, help electrified tribal homes transition to zero-
emissions energy systems, and conduct related home repairs and retrofitting.2*® Section 50152 of
the IRA provides additional funding for the Department of Energy to make grants to state, local,
and tribal governments for transmission development.?
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Conclusion

While the federal LIHEAP program has been shown to reduce the energy burdens of the households
it affects, its effectiveness at reducing energy insecurity is hampered by its limited reach. The
program’s block grant structure leads to major variations in administrative approaches among
states, making it difficult to assess the efficacy of the program at a national level. However, LIHEAP
reaches a significantly smaller percentage of federally eligible households than other federal
benefits programs, and applicants are regularly turned away as each year’s funding is allocated.
Without significant funding increases at the federal level, LIHEAP will remain unable to serve as a
comprehensive solution to energy insecurity nationwide.

Ratepayer-funded assistance programs operated by utilities provide another, often complementary,
source of relief for low-income households struggling to afford their energy bills. Utilities are often
required under state law to develop and administer relief programs for low-income households,
although the applicable law may leave utilities with flexibility in how they design and structure their
programs. The percentage of income payment plan appears to offer an option for effective relief
for low-income households, as it caps their financial responsibility at a set percentage of household
income. However, the efficacy of any utility-run program is still dependent on how the program is
designed and implemented, including the program’s eligibility criteria and application requirements.

When considering the structure of assistance programs intended to alleviate energy insecurity, it is
important to tailor solutions to the unique causes of energy insecurity in the target community. In
the case of rural communities, low-quality and aged housing stock, combined with lower average
household incomes, mean that energy efficiency improvements could have a major impact

on reducing energy consumption, and therefore energy burdens. Consequently, programs that
provide funding for or support access to these improvements may be warranted alongside bill
assistance programs. In Native American communities and other areas with limited grid access,
improving access through subsidized microgrid development or transmission line extension may be
a necessary first step in addressing communities’ energy insecurity.
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