





EFAB Report

Household Affordability
Challenges in the Water Sector

Last year, US EPA formed the Water Infrastructure and Resiliency Finance Center (the Center). With
the goal of assisting the Center to identify ways that the Center can assist states and utilities with
addressing household affordability challenges, EFAB has analyzed and prepared this report which
summarizes and details the four general recommendations that were developed to address this

important nationwide objective.












Affordability is and will be an important issue for the largest and the smallest water utilities alike. While
cost cutting and efficiency efforts can result in minimizing utility costs, the affordability of water and
wastewater service at the household level, will continue to be a challenge, particularly for capital
requirements to address aging infrastructure. The degree and magnitude of this issue may vary
significantly from one utility provider to another as well as by service and geographic region and by the
size of the utility.

In the next section, we have provided our recommendations and analysis on what role the Center can play
to address the household affordability challenges in the water sector. With most of our
recommendations, we recommend that US EPA/the Center serve as the central source or clearinghouse
for this information. Furthermore with respect to our recommendations, EFAB believes that EPA’s
Research Report as well as our recommendations for EPA/the Center to serve as a central source for
affordability program information from various entities, as well as from other industries are important
first steps to focus on household affordability matters but does not guarantee that utilities will access it,
properly evaluate it or make decisions that lead to successful programs. Additionally in our interpretation
of the EPA charge and subsequent discussions with EPA staff, we did not consider the charge to be a
request to: (i) conduct new research, (ii} complete a literature search or {iii) examine operational or capital
planning tools and/or other practices to reduce costs.

ill. EFAB RECOMMENDATIONS
A. Expand Work in Current US EPA Water System Rate Assistance Program Research Report

During EFAB’s discussion of the charge with US EPA and the Center, we were informed that US EPA was
starting on a Water System Rate Assistance Program Research Report {the Research Report) as of
October 2015. The purpose of the Research Report was to compile certain information on the various
water and wastewater systems that have implemented affordability/rate assistance programs “to address
household or specific service area affordability problems”. The Research Report, with an estimated
completion date of lanuary 2016, will consist of two parts:

1. Program summary report of the various water and/or wastewater systems that have
established affordability/rate assistance programs — based upon over 200 summaries of
affordability/rate assistance programs compiled from public websites; and

2, Approximately three individual case studies of affordability/rate assistance programs
based upon in-depth interviews to illustrate how best practices have been implemented
(which includes various information such as the discount available, target population,
program eligibility, program funding, etc.).

EFAB commends US EPA and the Center for initiating this Research Report as we believe the Research
Report will not only provide valuable insights for US EPA and the Center on existing affordability/rate
assistance programs, but also serve as a resource for all water utilities to either refine existing
affordability/rate assistance programs or implement proven affordability/rate assistance programs that
best meet the needs of their respective communities.












4, Defining Affordability: Targeting Federal Funds to Improve Water Quality to "Disadvantaged
Communities" in North Carolina - htip://www.efc.sog.unc.edu/reslib/item/defining-
affordability-targeting-federal-funds-improve-water-quality-disadvantaged

5. Aﬁordablllty of Wastewater Connection Costs in the Florida Keys -
i -wastewater-connection-costs-florida-
kevs and http://www.efc.sog.unc.edu/reslib/item/affordability-recurring-customer-charges-

florida-keys

6. Dashboards include an affordability dial in most cases (may be link to
http://www.efc.sog.unc.edu/project/utility-financial-sustainability-and-rates-dashboards)

7. Training session example: http://www.efc.sog.unc.edufevent/cifa-national-state-revolving-
fund-workshop-2014-affordability

8. Research Project Currently Underway: The EFC at UNC is working with Abt Environmental
Research on a Water Research Foundation funded study entitled “Customer Assistance
Programs for Muliti-Family Residential and other Hard to Reach Customers.” The primary
objective of this project is to provide water utilities with pragmatic options, evaluation
criteria, and lessons learned, and guidance for customer assistance programs targeting hard
to reach customers. The intent is to help water providers identify and assess their options for
reaching these customers directly, and/or indirectly through other channels and programs.
The objective is also to better enable utilities to establish a business process for effectively
implementing, monitoring the effectiveness of, and continually improving their assistance
programs aimed at hard to reach customers. A secondary objective is to extend the insights
gleaned on customer assistance program to enhance other utility communication and
outreach activities that pertain to hard to reach members of the community -
http://www.efc.sog.unc.edu/project/customer-assistance-programs

9. EFC staff is currently contributing to the “Low-Income Affordability Programs” chapter of the
AWWA “M1 Principles of Water Rates, Fees and Charges,” 7th Edition that will be published
in 2016.

10. Blog posts include:

The Increasing Need to Address Customer Affordability — Blog Post; May 29th, 2012;
http://efc.web.unc.edu/2012/05/29/the-increasing-need-to-address-customer-affordability/

“Percent MHI” Indicator of Affordability of Residential Rates: Using the U.S. Census Bureau's
Median Household Income Data htip://efc.web.unc.edu/2013/01/09/percent-mhi-indicator-of-

affordability-of-residential-rates-using-the-u-s-census-bureaus-median-household-income-data/

http://efc.web.unc.edu/2014/11/26/thanksgiving-affordability/

http://efc.web.unc.edu/2014/08/21/touching-affordability-water-sewer-bills-alabama-2014-

alabama-residential-water-wastewater-rates-dashboard/

http://efc. web.unc.edu/2015/10/2RB/customer-assistance-programs/







Xcel Energy — Minnesota

Affordability Charge — A surcharge to recover the costs of offering bill payment assistance and
discount programs for low-income customers,

Gas Affordability Program — A surcharge to recover the costs of offering a low-income customer
co-pay program designed to reduce natural gas service disconnections. Billed to all non-

interruptible customers.

Additionally, the following is from a state of California website and provides information on the state’s
Low Income Home Energy Assistance Program (LIHEAP) Clearinghouse:

http://www.liheapch.acf.hhs.gov/profiles/California.htm

This clearinghouse is a good example of the previous reference to partnerships and how these might be
used to compile and make available information regarding affordability programs, eligibility criteria, etc.

LIHEAP is a federal program (administered at the state level) that provides assistance to eligible low-
income households to manage and meet their immediate home heating and/or cooling needs.

What kind of assistance does LIHEAP offer?

LIHEAPF offers several kinds of services to help low-income households meet their home energy
needs. These services include:

= The Home Energy Assistance Program (HEAP) provides cne-time financial assistance to
help offset an eligible household’s energy costs {utility bill).

= The Energy Crisis Intervention Program (ECIP} provides assistance to low-income
households that are in a crisis situation. Examples include a household that has received
a 24- to 48-hour disconnect notice or service termination by its utility company or a
household facing an energy-related crisis of life-threatening emergency in the applicant’s
household, including a combustible appliance.

»  LIHEAP Weatherization provides free energy efficiency upgrades to low-income
households to lower their monthly utility bills, while improving the heaith and safety of
the household’s occupants. Click here to find out more about Weatherization services
offered in Cailifornia.

= Another service offered as a component to other LIHEAP services includes energy budget
counseling, education on basic energy efficiency practices and instruction on the proper
use and maintenance of installed weatherization measures.

http://www.liheapch.acf.hhs.gov/profiles/California.htm













