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The Nabonal Low Income Consortium (NLIEC) 1s soldy responsible for the
content in this document The information and perspectives contaned herain, &
well a5 in the report thal serves as a bass for this document. do not necessanly
represent the individua views of the organizations. corporations, agencies and
individuals thal make up the NLIEC Boad of Directors, or are otharwise
dfiliaed with NLIEC This overview and the report upon which it is basad
were authonzed by NLIEC to present facts and findingsof economist Roger D
Caiton, of Fisher Sheshan and Colton, through the study he undertook for
NLIEC Detalsof the study are provided in the report, Paid But Unaffordable
The Consequences of Energy Poverty in Missouri, avalable a www nliec.org



Faid But Linaffor dabl

| S

Paid But Unaffordable:

it F_-'it:f y 5—". WETTY Wi ISE00L

1SEqQUENCeSs

million Missouri households. They face a daly struggle to cope with
energy poverly — an excessive energy cosl burden thal frequently affects

(e et aned well-bana

H l nal fordable home energy 1s a fact of life for more than a quarter of a

Heople living in energy poverty are our neeghbors. They are young and old. men
and women working and unemployed, living with disabilities, raiang children, and
o thesr own They live in abiess and small towns and on fans

And for med of these 265 000 plus Missounans, the increasingly high cost of
P00 a0 cooling [her homes 1S a hardship making ther daily lives a challenoe

The National Low Income Energy Consortium (NLIEC) determined the severity of
that hardship 10 1ts 2004 Missour) Energy Poverty Siudy  The resufts are both clear

AW sl e e 1)
Ky Timcnos froem thes sludy inciude

Households with incomes bedlow 50% of the federd poverty leve
pay astaggenng 38% or more of thar annual incomes smply for their
honres srwnagy belis

Forty ax percent of the households surveyed went without food in order
10 oy Thear home enssoy hiils

Forty five percent faled to take medianes, as prescribed by therr doclors,
i ks 10 pay thear lnn-wﬁmgy hills

T'o cope with unaffordable energy bills. households took actions
consrierad 1o e getrmenta to children s educahional achievement
frequently uprooting thar children and not making needed purchases of
school matenias Seventy percent of the highly transient households were
families with children — 35% of whom, in order to pay ther home energy
bilis also had Lo foroo the purchase of needed books and school supplies

I'he purpose of this study was to document in detail the extent and effect of energy
poverty in Missouri — to measure the insecurity experienced by low-income
households that face energy poverty and to document the adverse impacts energy
poverty has on wital aspacts of the lives of the poor — and to draw conclusions that
00 Lo ey the problems. applicable to Missour| and the entire nalion




About the Study

The National L.ow Income Energy Consortium chose Missoun as the location to
conduct the study for a variety of reasons. |ts geographic position in Amenica's
heartland results in both cold-weather and hot-weather hardships. It has both urban
and rura areas, each presenting energy challenges. And its residents use amix of
home heating fuels, including natural gas. dectnaity and propane

Poverty in Missourn isexlensive Moe han 115 000 Missoun houssholds have
incomes a of betow 50% of the laksa povesly leve (the laksd poverty leve
being defined by the U S Department of Heslth and Human Services as $18.850 in
2004 for a family of four). another 70.000 have incomes between S0% and 74% of
the poverty level, and 80,000 have incomes from 75% to 994 of the poverty leve
More than three-fourths of the Missounans surveyed are living & or below the
federal poverty level A majority of respondants were halped by energy assistance
but still had overwhelming enesay burdens

NLIEC commissioned economist Roger [0 Colton of Fisher Sheshan and Colton
to examine both the extent of energy poverty and how Missounans cope with
unaffordable home energy costs Self-administered questionnares were distrnbuted
by organizations and agences enganed 1n intake for the federa L ow Income Home
Energy Assstance Program (LIHEAPF) Surveys which gathered data about the
previous year were collected from January 2004 through March 2004, with a total
of 734 usable responses coming lrom Missoun s 19 community aclion agencies and
directly from the Missour Slale | |HEAP olfice

The study found that unaffordability of home energy affects the full spectrum of a
household' s physical economic @nd socia well-besna

Consequences of Ene FPover]

Unaffordable home energy has a vanety of senous impacts on low-income
households aready struggling 1o mest other tlis | n addition to threatening home
energy service energy poverty contributes substantiaily to hunger . inadequate
housing, educational underach evernent health and safely dangers and the inability
to relain employment.

Hunge

Low income energy advocaes often siate thal no one should have to choose between
healing and ealing These Saanents ae by no means overly dranatic  Nearly half
of the survey populaion — 45 - — went withoul Toad lo pay home eneray tells

Energy-bill induced hunger was found to occur throughout the range of energy
burdens and demographic groups \Wage sarnars, commonly referred to as the
“working poor”, had the highest inaidence of going without food in order to have
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enough money to pay home energy bills. Households with young children also
had a high incidence of skipped meals. And 44% of the households with incomes
below 50% of the federal poverty level went without food in order to pay their

b= exwes gy Dills

In order to pay their energy bil's many low-income Missourians go without
P et i bt irerhicines and nessed medical care

Skipping medianes to save money 1o pay home energy bills is common within the
survey population Nearly half the respondents — 45% — faled to take thair medi-
ane. or they took less medicine than thar doctors prescribed. in order to pay therr

home energy il

Forgoing prescribed mediaines or taking less than the prescribed dosage occurred
most often 1n the most extreme poverty leveis More than 40°% of those who took
such measres had incomes befow S0% of the federal poverty leva and three-
quarters of those who thd so had incomes bedow 100% of the federal poverty level

L owv-income Missounans aso went without seang doctors and dentists
dlogether because of unalfordable home energy bills Public asssance recpients
and households with unempl oyed persons had the highest incidence of forgaing
F"‘BT""‘.T l""r.r'!

Compounding this problem s the fadt that failing to lake prescribed medianes and
faling 10 seek needed medical care in order to pay energy bills are coping
mechanisns that rardy are independent of each other. Among respondents who
freguently wend without medicane in order to pay for thar home enargy tills 83%
a@s0 had skipped medica vists Likewise 74% of respondents who frequently had
forgone medical visits had also gone without prescribed medicines

Shelter 1s intended 1o protect peaple from the dements. But when a home becomes
uninhabitable because the resdent cannot afford to heat or cool it, the housing is
rcl peforming one of 1ts most basic functions

Unaffordable energy bills unguestionably result in some households baing denied
the use of parts of thesr homes during hot or cold weather. More than 60% of those
surveyed sad they closed off one or more rooms because they could not afford to
Dl on cod The space

In addition. unaffordable home energy bills can force low-income households to

aandon tha nomes altogether for all or parts of a day because they cannol stay
warm of cool tn thetr homes




Households that had a member with adisability, as well as those recaiving public
assistance, most frequently needed to abandon their homes because they could not
afford to heal or cool them With thesr rates for frequently leaving home reaching
10% and B% respectively those respondents were twice as | kaly as the general
survey population lo be denied the full use of therr homes due o alack of heat

In both the cases where energy povertly causes a household to dose off portions of
a home, and where the household must abandon a home altogether for full or

partia days, unaffordable energy bills deprive a household of the use of itshome in
its most fundamental capacity

salely

Energy poverty presents subslantiadl safety 115ks 1o low-income households in
Missoun. Of particular nole s the nisk of fire

According to the Nationa Fudd Funds Network. ™ the winter heating season presents
the most dangerous time Tor home hesating lies

It 1s common for low-1ncome households 1o use ther kitchen ovens as space hedlers
when having trouble paying thesr heging tilis

Among survey respondents. 54° reported having usad thasr ovens for space heat-
ing. And a high percentage of those 397 housecholds that reported using the oven for
space healing — 59% — had experienced dsconnections or discontinuances of
sevvice for nonpayment

Using an oven for space heating. and the accompanying safety nisk of carbon
monaxide porsoning or fire occurs mod frequently among those with the highest
enargy burders While 117 of 1the housshiolds wilth the lowest home energy bur-
dens had often used thar ovens for heating the frequency of doing so more than
doubled to 23% of households for those with energy burdens excesding 20%.

At

Energy poverty has an adverse affect on children's educationa achievement.
Unaffordable energy bills were documented as a substantial contributor to the
transience of low-income households with children, which in turn, harms
educationa achieverment. When students are frequently uprooted. they have
difficulty keeping pace with the educationa curniculum

in addition, teachers have more difficulty assessing the knowledge, strengths and
weaknesses of transient students. Third-grade students who have changed schools
frequently are two-and-a-half times more likely to repeat a grade than third graders
who have never changed schools Highly transient students are more likely to be
below grade level in both resding and math
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Among survey respondents, 22% were frequent movers. This includes households
that erther had moved twice in two years or had moved once in the past year and
intended to move agan in the next year. Transience has a substantial effect on
households with children  More than 70% of al frequent-mover houssholds in the
Siuly hal chiiddren undes aoe 18 44% had children undes age 6

A second way that energy poverty affects educationa achievement is by impairing
the aility of parents to provide adequate school books and supplies. Of the 159
frequent-mover households responding to a question about school books and
sipplies 35%, did not buy school books or supplies for therr children in order to
ey Tow The hivne enesov el

Transience also has an impact on employment. particularly among low-wage
workers Transence for low-wage workers reduces wages earned by reducing the
hours worked, as households seek out new housing. This occurs even if the worker
sucoeeds 1n kaeping his or her job after the move

Nany amploy ment problems can be traced to unaffordable home energy Nessrly
Ghen s lieguent-mover households cited an enargy-rd alad reason as the primarny
remson for thesr most recent move  Of the 161 highly trangient households 23
ndicaled That e proimary esson for thesr move was 1o have lowes enesay bills

Measures Taken in Order to
Pay Energy Bills

Fercentage of Respondents (N=734)

Action Often Sometimes  Never
Skipping moals ] 7 54
SKIDDING Medicines 15 a0 55
Avorded medical appointments 24 35 40
Used kichen oven for space heating 19 35 46
Left home temporarily (could not afford to heat ) ;] 25 89
Lef hame tempoaranly (could not afford to cool il) T N 62
Closed off space in home (could not afford to heat) a2 34 34
Llosed off Space in home (could nol afford to cool) 12 L 47




The Home Ei

The extent of the problem of energy poverty was measured in this study employing
a scale that had been developed previously by the survey analyst. Roger D. Colton,
for the U.S. Department of Health and Human Services The scale uses five
thresholds measuring enesagy s T-silTiciEey 10 a housshol o

A thriving household has achwened (enesdly accented dandards of
well-besng withoul oulside: s slanc e o linancial dran

A capable housshold 1s ssone sy Lhaow sy nel hann achievend
the full ranoe of geres iy acoslal Sandards of well-bang

A stable household does not face sgnificant threats and is unlikely
icbemrr immechae mas

A wuliner able housshold 1s ol in winnedh e danoss bt may be
avording danoer only Hhiowgh fesrraod ay o inaposood i Jle solutions
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housshold s phwsca awlorn earedions widl -,

Home Energy Insecurity Ratings
of Survey Respondents (N=724)

in Criges Vulnerabie Stable Capahle Thriving
Number 361 334 22 14 3
Percentage 43 1 45 5 30 20 0a&

Missoun low-income households were in-criss if they frequently were denied
full use of their home in hot or cold weather. used dangerous methods of space
heating, went without basic houschold necessities in order to pay thar home
eneay bill or wese subyedt 1o chvscormechion oo disconti nuaes of S ICE

Households were vulnerable if they frequently  lacked enough money fo pay a
home energy bill on time without outside hedp falen to pay the bill when due or
reca ved service disconnect lon noli res Pl ] ey vse 1o uncomiforiable o
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inconvenient levels, or had to forgo use of some part of the home because they
could not afford to heat or coal it, and occasionally experienced disconnection of
service, used the oven as a source of space heating, or went without food, health
CA e O v hione N ook o pay H*WEHHQ? bill

Housenolds were stableif they frequently - could not afford to heat or cool ther
home 1o a comiortable lemperaure could not use hot water or appliances as much
& lhey wishexd and wormed about whether thesr home energy bill would become
due before [hey could get money 1o pay it. and occasondly: left home for al o
parl of the day because they could not afford to either heat or cool thar home. or
turned off thesr hol waler because there was not enough money (o pay the home:
energy bill. and frequently or cccasionally recarved a warning that service would
be disconnected or discontinued due to nonpayment. but did not actually reach the

[y 11 -llr'.,-hu-. SR B maned e

Capable households no more than occasiondly: worried about whether thair
home energy bill would become due without having money to pay for it, ather
did not pay thexr home energy bill due to alack of money or had their energy bill
become due without having money to pay it absent outside help, had 1o adjust
thesr use of hesting, cooling. hot water or appliances because they did not have
money to pay the energy bill or had to forgo the use of part of thair home
Decaaise ey cowild nod afford 10 haal o cool il

A household was thriving if it never experienced any of the energy insecurity
Indicators Only three respondents were dassified as thriving, an insufficient
Aurmibe 1o odovide a quant 4 ve description of the population




Affordability of Hoi

Affordable energy is defined as an energy cost of 6% or less of annual household
income But energy is far from affordable for low-income Missourians In fact. the
number of Missouri households facing a crippling energy burden is staggering

Among the survey respondents. 87 6% reported home energy bills well above the
6% affordability threshold

The more than 115 000 Missouri hoxsehaids who have incomes below 50% of the
federal poverty level face a home energy burden that 1s 38% of thair incomes or
mgher. Another 70,000 households in the state have incomes from 50% to 74% of
poverty and have a home energy burden of 16% of therr income. while 80.000
Missoun households with incomes from 75% to 99% of the federa poverty level
have home energy burdens of 11%

Data published by the U S Census Bureau 1n 1992 show that poor families are
three imes as likely as higher-income famedies to be unable Lo pay thar utility
bilis 32 4% compared with 9 8% There 1s a dear difference however. between
non-payment of home enesgy s and enesay affordability

While survey respondents expesienced both service disconnections and the freguent
recaipt of disconnect warnings from thesr enesgy suppliers the inability to pay does
not necessarily lead to non-payment In fad enesgy bill payment occurred in the
maority of cases The problemns arise from the sacnfices poor families make to pay
those belis

LIHEAP in Miss

Although proven important in reducing energy hardships both nationally and

in Missouri, energy assistance. alone 1s insufficent a its current levels to
agequately serve the entire popul ation of low-income households in need. And the
support provided through energy assstance frequently still leaves houssholds with
unmanagable expenses, dong with the sncial and economic problems assoc aled
with energy poverty Nearly three quarters of the energy assistance respondents
reported recenving a warming that service was 1o be disconnected or discontinued
for nonpayment

The LIHEAP statute requires states to target benefits 1o those households with the
lowest incomes and the highest energy costs or households with high enargy
burdens and very young children individuale with dissbilities and frail older
individuals (vulnerable housshiolds)

Under federal law, states may establish therr own income dligibility guideines,
within federally legidaled paanates bul the limiled amount of [ IHEAP funding




highlights the careful balance States must make in setting digibility critenia and
benefits levels Missoun' s LIHEAP program sets eligibelity at 125% of the federal
poverty level Obviously, it does not serve al low-income households, hence the
emphass on targeting assstance to the most vulnerable households 1s paramount
And even with its ehgibility restrichions, as 1s typical with many states throughout
the nation, Missour s LIHEAP eniss funds were depleted before 1ts heating season
enderd and therefore this emeroency support was unavalable to potentially

o Fied aopi cants

Although setting a broader eigibility standard and further outreach to potentidly
digible low-1ncome households might increase partiapation in the state’ s energy
as Sance program, increased partiapation would not result in increased funding
As aresult. hegher partiapation rates would result in a lower home energy support
for each LIHEAP reopient  Already inadequate funding would become even more

_ Tota inadequate (f spread more thinly because of increased participation

Energy Need

in Missaui [ he gap betwern energy assistance support and household need 1s not unique to
$286 million Missoun T here are indications that smilar situations occur throughout the nation

{ - a 7 b —
Foverty Lap

The nanonwioe Home Energy A ffordaelity Gap for heating and cooling in 2003
has been caoul ded 1o be nesrly $18 2 nilion The pnimary means of bridging thes
0D 1nvolves Tunding for enesgy il assstance

LIHEAP tund LIHEAP mooesy is allocated by the federal government Lo the slates through a
tor MIB&OUT complex formula that takes into account a slale's low-income population, wealher
540 8 millior (heating degrec days), home hesting and total resdential energy expenditures. LIHEAP

nationwide s currently onty funded at about $2 billion per year Asaresult, lessthan
1570 of those dupble for the poogram have been served

. ‘ T T ; Dunng 2003 apprommately 4 6 mallion households nationwide rece ved

SELY BE EREEEEE LIHEAP — only 13 percent of (he more than 34 6 million households thal

diordable energy were digible 1n Missouri about 105,000 households received | IHEAP

tills in Missouri by during 2003 77% of the 811 700 households that were digible

nearly $286 million

1 2003 fua prices As s the case nationally, energy assistance at its current funding level is inadequate

st Mican _ to help aleviate energy poverty problems facing Missouri’s low-income
gl population Actua low-income energy bills exceeded affordable energy billsin
EAF aloc M issoun by neswrly S286 mullion & 2003 fud pnoes. and Missoun's 2003 LIHEAP

was only 540 n Alocation was only $470 million

a Bul Unaffordatde  The Corrss | V i j




Nahorwide and 1n Missouri. LIHEAP funding 1s grossly inadequate to
afficently serve al the houssholds in need Additrona funding for the Low
Income Home Energy Assstance Program would reduce the energy burdens of
low-1ncome houssholds

latée-f NOEC

One of the most effective low-income fuel assistance program structures outside
LIHEAP and federaly subsdized hous ng utility allowances involves the delivery
of rate discounts through public utilities

Nol al low-income houssholds use alility Tusds such as nalva agas and dedricty
as thar pnmary heating source. yet the existence of dectriaty 1s nearly universal,
and the combination of gas and dectricty heating covers the vast mgjority of
low-income households throughout the nation. A vanety of program designs, target
populations, and justifications exid for the utility programs that operate across the
nation. The experience from these public benefits programs merits consideration of
thesr use 1n other states

The Pennsylvania Customer Assigance Program (CAP) is an exemplary,
comprehensive stalewide effort by utilities to address the payment problems of
low-income households Generadly customers enrolled 1n a CAP agree to make
monthly payments based on household farmily sze and gross income in exchange
for continued provison of uhiily sevice

Other state public benefits programs of note include New Hampshire' s Electnic
Assistance Program, providing liered discounts, New Jersey' s Universal Service
Fund, operating as a“fixed credit” program Maryland's Electric Universal
Service Program, operating as a supplement to LIHEAP, and Ohio's Percentage
of Income Payment Plan, which s based on a straight percentane of income
linois Wisconsn, Oregon Texas Montana and Califorma also operate public
iHlE‘”B[J([gﬁl"l‘lﬁ ihad ovike | e Afonddwlily Ssdane

Fud funds are local agencies that provide chantable energy assistance, generdly to
prevent disconnection of service for non-payment. Missourt has a number of
long-established and sucoessul Toss Tands 1o Fact duning 2003 oves 57 million in
energy assislance funding was leveraged by Missour| fuel funds. Public utilities
across the country should recognize the benefits of engaging 1n aggressive
fundraising efforts to local fuel funds  Aggressive fundrasing can occur in 2t least
the following ways

Utilihes can engane | n dited ouliaach o cusloimes s on A peEnodic bas s
Ideslly, utilities could provide fued fund soliatation no fewer than four
limes A yess
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Utifities can seek to enroll customers in regular contribution programs
rather than merely seeking one-time contributions. Program enrollment
Involves customers agreeing to donate on a regular basis through a
line-item on the bill - Once enrolled, the participation continues unti| the
customer opts out of the program

tlites also can solicit customers to donate refunds or other rebates
provided by the utility. This refund might involve excess earnings sharing
of a utility operating under an earnings cap, refunds of interim base rate
tnereases collected under bond subject to refund, gas pipeline refunds or
other money directed back to the customer

Finaly. they can adopt fuel fund contribution mechanisms to be used
during on-line payment  As an increasing number of customers move to
on-lrne payment of hills the proportion of contributions decreases in the
absence of a specific on-line contribution mechanism

Generating additional funding for bill payment assistance is certainly not the only
means of easing energy poverty Weatherizing low-income homes, for example, can
reduce energy needs for many low-income households. Like fuel assistance,
howeves. weslherizalion efforts are limited by funding

Federal \Weatherization Assistance Program dollars will never be adequate to
serve al eigible low-1ncome homes needing weatherization within a reasonable
pertod of time: According to the National Association of State Community Service
Programs, Missouri weatherized roughly 6,200 housing units from 1999 through
2001 — the most recent data avarlable. But with 265,000 Missouri households
living in energy poverty, weathen zation makes only a small dent in the statewide
needs of low-1ncome households  And for some households with very low
Incomes. no amount of weathen zation, alone, will lower their bills to an affordable
EOETY DU e

The Energy Poverty Study identifies two additional programs that provide relief for
low-income energy consumers In both cases, what is needed to make these sources
most effective is more advocacy and oversight to ensure that those in need have
total access to tunds earmarked to serve them

The first of these Is the federally subsidized housing utility allowance, provided
year round to low-income families through public- and assisted-housi ng programs
that recerve funding from and are regulated by the U S. Department of Housing and
Urban Development (HUD) The report raises concerns that some local managing
agencies. Public Housing Authorities (PHAS), may be providing lower levels of
utlity support than is intended by HUD requlation, to the detriment of the
pograms recinients. Thisis an opportunity for the low income ENergy COmmunity
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to help reduce energy poverty by participating in the oversight of PHA activities
related to utility allowances, and to advocate for those payments to be a levels that
reflect current energy prices and usage

The second source mentioned by the study 1s the calculation of federal Food Stamp
benefits provided by the U.S. Department of Agriculture. Here, the household
energy costs as part of overall shelter costs are a factor in determining the monthly
food stamp allotment. As with PHA utility allowances, oversight is needed to
ensure that increases in energy costs are recognized and that shelter costs and
standard utility allowances are regularly recalculated, so as to provide low-income
households maximum benefits

Addressing the affordability 1ssue reaches well beyond the primary goa of ensuring
adequate home energy for the poor. It also has the potential to generate a much
wider range of benefits, as well. For this reason, the study went beyond discussing
payments that are directly tied to unaffordable energy bills

As an example, the Earned Income Tax Credit (EITC) is a program that offers
financia support to some of the poorest households. Moreover it has the potential
to provide that support in the latter part of the heating season. a time of year when
so many low-income households are suffering the effects of unaffordable energy
bills. EITC is underutilized, and better outreach is needed to maximize public
awareness and increase low-income households' participation in the program.

As has been stated, there are many avenues for reducing the home energy
affordability gap. They involve advocacy. outreach, oversight, and partnerships
between governments, energy providers and community-based agencies, and of
course, they involve additional funding

This study makes it clear that energy poverty affects the full spectrum of a
household's economic, social and physical well being. In addition to being a direct
threat to the ability to retain home energy service, energy poverty is a substantive
contributor to hunger, inadequate housing, educational underachievement, health
and safety dangers, and the inability to retain employment

The low income energy community must build bridges with the communities that
advocate for support of other basic household needs of the poor Together, these
networks can do much more!




