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Executive Summary

This report presents the findings from the 2014 Louisville Gas and Electric (LG&E) and Kentucky
Utilities (KU) Home Energy Assistance (HEA) Program Assessment. The programs provide
energy bill payment assistance to low-income households to help increase the affordability of
utility bills, reduce arrearages, and improve payment patterns.

Evaluation

The goals of the evaluation were to analyze the program management, availability, and
participation; assess impacts on payments, arrearages, collections actions, and weatherization
participation; and make recommendations for program improvement. Five key activities were
undertaken as part of this evaluation.

Background Research: We reviewed program documents and interviewed LG&E and KU
managers.

Agency Interviews: We conducted telephone interviews with key agencies responsible for
administering the LG&E and KU HEA programs, as well as three additional agencies that
administer the KU program.

Program Data Analysis: We conducted analysis of the LG&E and KU HEA program
databases.

Participant Interviews: We conducted in-depth telephone interviews with LG&E and KU
HEA participants.

Program Impacts Analysis: We analyzed LG&E and KU billing, payment, and collections
data to estimate the impact of the HEA on customer payments, arrearages, LIHEAP Crisis
assistance, disconnect notices, and services terminations.

Home Energy Assistance Program

Louisville Gas and Electric Company (LG&E) and Kentucky Utilities Company (KU) each
offer a Home Energy Assistance (HEA) Program to assist the poorest households in their
service territories least able to afford to pay their energy bills. Funded by ratepayers and
shareholders, the programs provide fixed monthly credits to LIHEAP participants.

The HEA programs are expected to have positive impacts on energy bill affordability for low-
income program participants. Expected outcomes include the following.

Improved payment history for customers.
Reduction in need for LIHEAP Crisis assistance.
Reduction in arrearages.

Reduction in loss of service due to non-payment.
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e Energy conservation education provided to customers.

e Increase in energy savings in combination with weatherization programs.

o Improved quality of life as homes are weatherized and energy financial burdens are
reduced.

LG&E HEA Program
LG&E HEA funding from the meter charges and the utility donations increased from $1.3

million in 2009 to $2.1 million in 2013 due to the increase in the meter charge to $0.25 per
meter in January 2013. The funding was underspent by at least $200,000 in three of the five
years examined. As of January 2014, the balance was over SSOO 000, and was still over
$600,000 in October 2014.

LG&E’s HEA has been administered by Affordable Encrgy Corporation (AEC), a nonprofit
agency located in Louisville, Kentucky, since the program was first implemented. AEC works
with three Community Action Agencies in the outlying counties to provide orientation and
intake for customers who do not reside in their service area.

Customers must meet the following requirements to be eligible for the LG&E HEA.

o Active LG&E customer.

Live in a single dwelling with a single meter.

Do not live in rent-subsidized housing with a utility allowance.

Not operate in-home business that involves high energy usage.

Income at or below 130 percent of the poverty guidelines.

Minimum monthly income of $100.

Maximum arrearage of $1,000.

Qualify for at least $200 annual HEA benefits (based on income and energy bills).

Customers have the following responsibilities.

o Attend an HEA orientation session and sign required paperwork.

Apply for available weatherization programs and accept services if eligible.
Enroll in LIHEAP each year.

Practice energy conservation initiatives.

Maintain a good payment history with LG&E.

Customers must recertify annually through application for LIHEAP. However, this is the only
requirement. As long as their benefit is calculated to be at least $200, they will be re-enrolled
in the HEA.

HEA participants receive monthly bill credits and one-time arrearage forgiveness the first time
they enroll in the HEA. The monthly bill credit is a “modified fixed credit payment” that does
not vary with changes in energy usage. Annual benefits are set at $200, $400, $700, or $1,000.
The credit amount is based upon household income, household size, and utility bills for the
past 12 months, with an adjustment for monthly normal heating degree days and any
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significant changes in utility pricing. The amount of LIHEAP received is also factored into
the benefit amount.

The benefit is determined based on the amount of subsidy needed to make the energy bill
affordable. The formula assumes that the participant can spend a certain percentage of income
on energy, based on household size. The percentage ranges from twelve percent for a one-
person household to five percent for a household with ten or more members.

Customers are removed from the HEA for the following reasons.

e Failure to maintain a current account.

e Failure to comply with program requirements.

Refusal of weatherization services.

Residency outside of the LG&E service area.

Failure to maintain accurate and current address information.

e Submission of inaccurate information or the failure to disclose relevant information.

Customers receive three warning letters before being terminated from the HEA. If a customer
is terminated from the HEA, the customer must remain off the program for a full year,

KU HEA Program

Total KU HEA funding from the meter charges and the utility donations increased from $0.86
million in 2009 to $1.59 million in 2013 due to the increase in the meter charge to $0.25 per
meter in January 2013, The funding was underspent by at least $100,000 in every year except
2010 and over the five years, the program was underspent by over $600,000. As of January
2014, the balance was over $800,000, although spending increased with the increase in
monthty benefits from $44 to $88 per month in March 2013 and the balance has been reduced
to under $500,000 by October 2014.

The Community Action Council for Lexington-Fayette, Bourbon, Harrison, and Nicholas
Counties (CAC) has primary responsibility for administering the KU HEA program. They
have administered the program since it was introduced in December 2004.

The Kentucky Association for Community Action (KACA) which represents Kentucky’s 23
CAAs has the following responsibilities.

e Monitor implementation and ongoing operations of the program.

e Track program expenditures.

CAC has nine neighborhood centers within its four county service area where customers can
apply for the HEA. In addition to CAC, there are 17 other CAAs that are responsible for
conducting outreach and enrollment. Their responsibilities are as follows.

s Qutreach and recruitment.

s Data intake.

s Income verification and re-verification.

e Customer follow-up and data recording.
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Customers must meet the following requirements to be eligible for the KU HEA.

o Active KU customer.

» Applicants must be responsible for home energy costs (bill in their name or spouse’s
name).

e KU electric as primary heating source ($25,319 was budgeted over the 3-year period for
low-income customers whose primary heat source is not electric).

* Income at or below 130 percent of the poverty guidelines.

Customer responsibilities are as follows.

¢ Must apply for available weatherization programs and accept services if eligible.

e Must be enrolled in LIHEAP and direct payment to KU.

e Participants must sign a written agreement for the exchange of pertinent information
between CAC and KU, and must sign a release from liability form provided by KU.

¢ Participants must re-certify annually by the anniversary date of enroliment.

Customers are required to accept weatherization if it is offered to them. They fill out the
application when they apply for HEA. However, weatherization does not serve all of the
participants because they do not have enough slots. Also, there are certain housing units that
are not eligible for weatherization. Participants who live in units that are not eligible for
weatherization are still permitted to receive HEA assistance. If CAC knew that an HEA
participant refused weatherization, CAC would remove the participant from HEA. However,
CAC would not always know that the customer refused weatherization.

CAC notifies participants annually by mail that it is time for them to re-verify. Participants
are given more than 30 days to re-certify. The participant comes in to the office to complete
an application with a copy of their bill and income verification for the previous month.
Participants are sent an additional reminder letter and if they fail to re-verify income by the
date indicated in the notification, they are removed from the HEA program.

The KU HEA provides a fixed monthly subsidy during the peak heating (December, January,
February, and March) and the peak cooling (July, August, and September) months. This is an
attempt to provide subsidies during the months when the need is greatest and avoid the
accumulation of credits during low-usage months. The benefit is set at $88 for each of the
seven months for all participants.

Customers are removed from the KU HEA for the following reasons.
s  Voluntary departure.

o Default on disconnect notice payment terms.

o Failure to re-verify eligibility.

Customers are not removed from the program until their KU service is terminated or they do
not re-certify.
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Customer Feedback

This section provides a summary of the findings from the participant interviews. The research
found that the LG&E participants had a better understanding of the program and were more
likely to report that they received referrals and participated in weatherization. However, the
program had a positive impact on participants in both the LG&E and KU HEA programs and
respondents provided very positive comments about the assistance received and the agency
staff that enrolled them.

Participation

O

Ease of Enrollment — Most participants stated that it was very easy to enroll in the
HEA and said that agency staff explained everything, were friendly, and were well
organized. Only a few of the LG&E participants said that the required orientation
session was a barrier, but about one quarter of the KU participants said that they were
put on a waiting list and had a long delay prior to enrollment.

LG&E Orientation Session — Most LG&E participants said the session was very or
somewhat helpful. They were most likely to mention the information on energy
conservation. They also remarked about the clear instructions that were provided
about the program.

Understanding and Benefits

@]

Customer Responsibilities — Most LG&E participants stated that they needed to pay
their bill or re-enroll to remain in the HEA, but almost half of the KU participants did
not know what the requirements were.,

Program Benefits — When asked what they thought the benefits of the HEA were,
respondents were most likely to state that it was the bill credit or lower bill, however,
some mentioned weatherization, the ability to pay other bills, budget billing, and
avoiding service termination.

Referrals — Thirteen of the 26 LG&E participants and five of the 21 KU participants
stated that they were referred to other programs or services when they applied for the
HEA. They were most likely to report that the service they were referred to was
weatherization, but they also were referred for food and medical assistance.

Weatherization — When asked specifically about weatherization, 23 of the 26 LG&E
participants and 9 of the 21 KU participants reported that they received weatherization.
The majority of those who received weatherization stated that their bills were lower
and their home was more comfortable.

Impact

o

Utility Bill Payment — Participants were much less likely to report that they had a very
difficult time paying their LG&E or KU bill when they were participating in the
program than they did prior to participating in the program.
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o Meeting Other Needs — Participants were much less likely to report that they had a
difficult time meeting their other needs when they were participating in the program
than they did prior to participating in the program.

o Importance of the HEA — When asked how important the HEA program had been in
helping them to meet their needs, almost all respondents said that it had been very
important.

e Satisfaction
o Satisfaction with the Agency — Most respondents said that they were very satisfied
with the agency. Respondents reported that the staff at the agency were helpful and
respectful.

o Satisfaction with the HEA Program — All of the LG&E HEA participants and 17 of
the 21 KU participants reported that they were very satisfied with the program.

Program Impacts
This section provides a summary of the findings from the impact analysis.

» Affordability
o The HEA program resulted in a large increase in affordability for LG&E participants
who faced a high energy burden averaging 20 percent prior to benefit receipt. The
participants received an average benefit of $649 in 2011 and $689 in 2012 resulting in
a net decline in energy burden of about eight percentage points.

o The KU HEA participants received lower average benefits and had a smaller
affordability improvement. The 2011 participants received an average HEA benefit of
$267 and the 2012 participants received an average HEA benefit of $349. This benefit
reduced the mean energy burden from 26 percent in 2011 and from 30 percent in 2012.
The net change was a decline of three percentage points in 2011 and four percentage
points in 2012.

o The LG&E HEA program provides benefits targeted to reduce energy burden, while
the KU program provides the same benefit for all participants. As a result, the LG&E
program had the greatest impact on energy burden for customers in the lowest poverty
level groups. LG&E HEA participants with income at or below 50 percent of the
poverty level had a net decrease in energy burden of 19 percentage points in 2011 and
a net decrease of 18 percentage points in 2012. Despite the large reductions, these
participants still had a mean energy burden of approximately 20 percent while receiving
the HEA credit. Because the KU HEA credit is the same for all participants, the
reduction in energy burden was uniform across poverty level. Participants with income
at or below 50 percent of the poverty level had an initial mean energy burden of 61
percent in 2011 and 65 percent in 2012. Therefore, with the reduction of four
percentage points in 2011 and two percentage points in 2012, their burden while
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participating in the HEA was still approximately 60 percent. The group with poverty
levels between 101 and 130 percent had their burden reduced from nine percent or
seven percent in the pre-enrollment period to six percent while participating in the
program.

The affordability findings are displayed in Charts ES-1, ES-2, and ES-3.

Chart ES-1
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Chart ES-3
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Payment Impacts
o Number of Customer Payments: The program resulted in a decline in payment

regularity for both the LG&E and KU participants. Customers averaged 10 to 11
payments in the year prior to enrollment and had a net reduction of one payment over
the year following program enrollment.

Total Coverage Rate: The total coverage rate is defined as the percent of the billed
amount that is paid through both customer payments and assistance payments. LG&E
participants had a net increase in their total coverage rate of eight to nine percentage
points and KU participants had a net increase of one percentage point. The LG&E
program generally had a larger impact for the lower poverty level groups due to the
greater benefit. The KU program did not have the same level of impact. Results are
displayed in Chart ES-4.

Balance: Average balances for HEA program participants showed a net decline of
about $150 on average for LG&E participants and of about $100 on average for KU
participants.
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Chart ES-4
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s LIHEAP Impacts: The LIHEAP impact results are not definitive due to data issues that are
described in the analysis section, but point to the following potential impacts.

o LIHEAP Crisis: The 2011 LG&E and the 2011 KU participants were less likely to
receive LIHEAP Crisis assistance in the year following enrollment. Results are
displayed in Chart ES-5.

o LIHEAP Regular: The 2011 and the 2012 LG&E and KU participants were less likely
to receive LIHEAP Regular assistance in the year following enrollment.

APPRISE Incorporated Page ix



www.appriseinc.org Executive Summary

Chart ES-5
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e Collections Impact
o Brown Bills: LG&E HEA participants had fewer disconnect notices after enrolling in

the program. While the 2011 participants averaged 6.7 notices in the pre period, they
averaged 3.2 notices in the post period, and had a net reduction of 3.5 notices. KU
participants averaged 5.3 notices in the pre period and 4.7 notices in the post period,
and had a net reduction of 0.5 notices. Results are displayed in Chart ES-6.

Service Terminations: LG&E HEA participants were less likely to experience service
terminations after enrolling in the program. Service terminations declined from about
33 percent in the 2012 pre period, for a net reduction of 17 percentage points. KU
participants had a net decline in service terminations of about six percentage points,
from their starting point of 27 percent with service terminations in the pre period.
Results are displayed in chart ES-7.
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Chart ES-6
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Key Findings and Recommendations

The LG&E and KU HEA Programs provide important benefits to low-income households by
increasing the affordability of their energy bills, providing referrals to other services, and
assisting customers to enroll in weatherization programs. The impacts of the program were
found both in the participant interviews and the impact analysis results. The structure of the
LG&E program results in greater benefits for program participants. This section provides a
summary of recommendations based on all of the analyses in this evaluation,

Administration

14

Utility Management: LG&E/KU should provide greater oversight on the agencies’ data
collection process to ensure that the data required for management and evaluation are
available. If necessary, LG&E/KU should provide support to the agencies to assist them
in developing systems that provide adequate program data.

Agency Management: The agencies are an important link to the community and should
continue to implement the programs.

HEA Program Data: The agencies need a system to ensure that clean data are available on
program enrollment dates and removal dates, and that customer demographic data are
associated with each enrollment. Benefits should be identified by date provided and type
(credit or arrearage forgiveness).

LIHEAP Data: LG&E/KU should determine a procedure to ensure that LIHEAP Crisis
and Subsidy data are available. (Note that LG&E/KU has corrected this issue as of
November 2014.)

Participation

L.

Enrollment Levels: LG&E and KU should develop a method to ensure that they use
available funds to provide HEA benefits and do not have a large program balance.

County-Level Enrollment: KU should make an effort to distribute additional participation
to counties other than Fayette. The utilities should compare their customer distributions
to the participation distribution by county to determine if additional counties are
underrepresented.

Enrollment, Weatherization, and LIHEAP

Iy

Program Orientation: KU should consider offering a formal orientation session and they
should develop a guide for intake workers to ensure that important program and
conservation information is provided at the time of HEA intake. (Note: such a guide was
not provided to the evaluators with program materials.)

Weatherization Enrollment: As weatherization participation is an HEA requirement and a
program metric, the agencies should track participation in their program databases and
ensure that customers who refuse weatherization are removed from the HEA.
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3. Weatherization Workshop: KU should also implement a workshop approach for
participants whose landlords do not allow weatherization.

4. Re-Certification and LIHEAP Application: CAC should implement the LIHEAP auto
enrollment process at the other agencies and AEC should implement this process for their
HEA participants.

HEA Design and Impacts
[. - Benefit Level: The KU program should consider higher benefit levels to achieve a

significant impact for HEA participants.

2. Benefit Structure: KU should re-design their benefits to provide higher benefits to
customers with higher energy burdens, rather than a constant benefit amount to all
participants.

3. Arrearage Forgiveness: Low-income customers have a difficult time paying off previous
bill balances, as they often find current bills unaffordable on their own without this
additional burden. Arrearage forgiveness provides participants with the opportunity to
begin the program with a fresh start, where they are up-to-date on paying their utility bills.
KU should add an arrearage forgiveness component to their program.

APPRISE Incorporated Page xiii



www.appriseinc.org Introduction

I. Introduction

This report presents the findings from the 2014 Louisville Gas and Electric (LG&E) and Kentucky
Utilities (KU) Home Energy Assistance (HEA) Program Assessment, The programs provide
energy bill payment assistance to low-income households to help increase the affordability of
utility bills, reduce arrearages, and improve payment patterns.

A. Evaluation Objectives and Activities

The goals of the evaluation were to assess the following.

HEA Management — How is the program managed? What is the involvement of LG&E
and KU in the program? Is their adequate monitoring of the HEA?

HEA Availability — Is the program available throughout the territory and allocated
effectively across the territory?

HEA Participation — How many LG&E and KU customers participate in the HEA?
Participant Demographics — How do LG&E and KU participant characteristics differ?
HEA Movement — How often do customers move in and out of the program? Does the
program provide short-term or long-term benefits to participants?

HEA Impacts — How does the program impact the following customer parameters?

o Payment Behavior

Arrearages

LIHEAP Crisis Assistance

Disconnect Notices

Service Terminations

Weatherization Participation

Q 0 0 O 0

Five key activities were undertaken as part of this evaluation.

Background Research: We reviewed program documents and interviewed LG&E and KU
managers.

Agency Interviews: We conducted telephone interviews with key agencies responsible for
administering the programs and three of the other KU agencies.

Program Data Analysis: We conducted analysis of the LG&E and KU HEA program
databases.

Participant Interviews: We conducted in-depth telephone interviews with LG&E and KU
HEA participants.
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e Program Impacts Analysis: We analyzed LG&E and KU billing, payment, and collections
data to estimate the impact of the HEA on customer payments, arrearages, LIHEAP Crisis
assistance, disconnect notices, and services terminations.

B. Organization of the Report
Five sections follow this introduction.

e Section II — Home Energy Assistance Program: This section describes the design and
implementation of LG&E and KU’s Home Energy Assistance Programs.

o Section III — Participant Interviews: This section provides a summary of the findings from
the in-depth participant telephone interviews.

o Section IV —Program and Participant Statistics: This section provides descriptive statistics
on the characteristics of the participants and the benefits they received.

e Section V — Impacts: This section analyzes the impacts of the HEA on affordability,
customers’ payment practices, arrearages, and collections actions.

e Section VI — Summary of Findings and Recommendations: This section provides a
summary of the key findings and furnishes recommendations for the HEA based on the
analyses in this report.

APPRISE prepared this report under contract to LG&E and KU. LG&E/KU facilitated this
research by furnishing data and information to APPRISE. Any errors or omissions in this
report are the responsibility of APPRISE. Further, the statements, findings, conclusions, and
recommendations are solely those of analysts from APPRISE and do not necessarily reflect
the views of LG&E/KU.

APPRISE Incorporated Page 2



www.appriseinc.org Home Energy Assistance Programs

|l. Home Energy Assistance Programs

Louisville Gas and Electric Company (LG&E) and Kentucky Utilities Company (KU) each
offer a Home Energy Assistance (HEA) Program to assist the poorest households in their
service territories least able to afford to pay their energy bills. Funded by ratepayers and
shareholders, the programs provide fixed monthly credits to LIHEAP participants.

The HEA programs are expected to have positive impacts on energy bill affordability for low-
income program participants. Expected outcomes include the following.

Improved payment history for customers.

Reduction in need for LIHEAP Crisis assistance.

Reduction in arrearages.

Reduction in loss of service due to non-payment.

Energy conservation education provided to customers.

Increase in energy savings in combination with weatherization programs.

Improved quality of life as homes are weatherized and energy financial burdens are
reduced.

This section of the report provides a description of the LG&E and KU programs. While the
mandate for the programs are the same, the programs are designed and implemented very
differently. The key differences between the programs are as follows.

1. Benefit Structure — The KU program provides a fixed $88 dollar credit for seven months
of the year. The LG&E HEA program provides a benefit amount ranging from $200 to
$1,000 depending on energy burden, where payments are made every month of the year
and vary by month.

2, Arrearage Forgiveness — The LG&E HEA program provides arrearage forgiveness of up
to $1,000 at the first enrollment and the KU HEA program does not provide arrearage
forgiveness.

3. Enrollment — The KU program enrolls clients at the time they visit the office for assistance.
The LG&E program invites LIHEAP recipients to attend an HEA orientation session and
only those who aftend the session may enroll in the