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Q. PLEASE STATE YOUR NAME AND ADDRESS. 7 
 8 

A.  My name is John Howat.  My business address is 77 Summer Street, 10th Floor, 9 

Boston, Massachusetts. 10 

Q. FOR WHOM ARE YOU TESTIFYING IN THIS PROCEEDING? 11 

A.  I am providing comments and testimony on behalf of South Austin Coalition 12 

Community Council (“SACCC”) and Community Action for Fair Utility Practice 13 

(“CAFFUP”), or jointly, Low-Income Residential Consumers (“LIRC”). 14 

Q. PLEASE DESCRIBE YOUR QUALIFICATIONS. 15 

A.  I am Senior Energy Policy Analyst at National Consumer Law Center in Boston, 16 

Massachusetts.  I have been professionally involved with energy programs and policy 17 

issues since 1981.  At the National Consumer Law Center over the past five years, I have 18 

managed a range of regulatory, legislative and advocacy projects across the country in 19 

support of low-income consumers‟ access to affordable utility and energy-related 20 

services. I have been involved with the design and implementation of low-income energy 21 

affordability and efficiency programs and outreach efforts, low-income regulatory 22 

consumer protection, rate design, issues related to metering and billing, development of 23 

load profiles, energy burden analysis and related demographic analysis.  In addition to 24 

current work with SACCC/CAFFUP and the Commission on Economic Opportunity, I 25 

work or have worked on behalf of community-based organizations or their associations in 26 

Massachusetts, Arkansas, Arizona, Louisiana, Mississippi, New Jersey, Pennsylvania, 27 



Rhode Island, Texas and Washington State.  I also work or have worked on low-income 1 

energy matters on behalf of the National AARP and state AARP chapters in Louisiana 2 

and Kansas.  I have worked under contract with the U.S. Department of Health and 3 

Human Services, Oak Ridge National Laboratories, the National Energy Assistance 4 

Directors‟ Association and the Office of the Attorney General in Nevada for work related 5 

to the design of universal service programs, metering and regulatory consumer protection 6 

issues.  Recently, I have presented testimony before utility regulatory agencies in 7 

Pennsylvania, Massachusetts, New Jersey, Rhode Island, Vermont, and Louisiana.  For 8 

the past five years, I have sat on the Board of Directors of the National Low Income 9 

Energy Consortium, and am a regular presenter at conferences of National Community 10 

Action Foundation, National Low Income Energy Consortium, National Energy 11 

Assistance Directors Association, National Association of Regulatory Utility 12 

Commissions and National Association of State Utility Consumer Advocates. 13 

Previously, I served as Research Director of The Massachusetts Joint Legislative 14 

Committee on Energy, responsible for the development of new energy efficiency 15 

programs and low-income energy assistance budgetary matters; economist with the 16 

Electric Power Division of the Massachusetts Department of Telecommunications and 17 

Energy, responsible for analysis of electric industry restructuring proposals; and Director 18 

of the Association of Massachusetts Local Energy Officials.  I have a Master's Degree 19 

from Tufts University's Graduate Department of Urban and Environmental Policy and 20 

Bachelor of Arts Degree from The Evergreen State College.  21 



Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 1 

A.  The purpose of my testimony is to propose amendments to Illinois Administrative 2 

Code Part 280: procedures for gas, electric, water and sanitary sewer utilities governing 3 

eligibility for service, deposits, payment practices and discontinuance of service.  4 

Specifically, I propose changes to the provisions relating to deposit requests (based on 5 

credit score) from LIHEAP eligible customers, denial of an application for service and 6 

the amount assessed when a bill is not paid on the due date.  In addition, I recommend the 7 

adoption of a set of new customer service provisions, applicable solely to low-income 8 

residential utility customers, regarding collection of security deposits, collection of late 9 

payment fees, and establishment of deferred payment agreements.  The new rules 10 

proposed are designed to take into account the unique economic circumstances of low-11 

income utility customers while helping to ensure continued access to basic, affordable 12 

service for those customers. 13 

  Mechanically, I propose to add  these new provisions by first adding a definition 14 

of “low income residential customer” to Section 280.40 and then creating a new section 15 

containing provisions applicable only to low income residential customers.  That section 16 

would begin with the language “Notwithstanding any other provisions of this part, the 17 

following provisions shall apply to low income residential customers.”  That section 18 

would then list the specific provisions that are different for low-income residential 19 

customers.  I believe this separate section approach is superior for two reasons.  First, all 20 

the rules applicable to low income residential customers would be in one place instead of 21 

scattered over the entire Part 280.  Second, Part 280 would not be confused by stating the 22 

provisions applicable to residential customers in general immediately followed by the 23 



special provisions applicable only for low income residential customers such as, for 1 

example, “no utility shall request a deposit from an applicant for residential service or 2 

from a residential customer in excess of 1/6 of the estimated annual charges for service 3 

unless the customer is a low income residential customer, in which case no deposit shall 4 

be requested.” 5 

Q. WHY ARE YOU PROPOSING RULES THAT WOULD APPLY ONLY TO LOW-6 

INCOME RESIDENTIAL UTILITY CUSTOMERS? 7 

A.  Low-income utility customers are uniquely situated in that they must devote a 8 

relatively high proportion of total household income to meeting basic household energy 9 

needs.  A recent, U.S. Department of Energy-funded analysis of residential energy bills 10 

and energy burdens (the proportion of household income devoted to household energy 11 

services) by region and income group indicates that in the East North Central Census 12 

Division of the United States,
1
 households in the lowest income quintile will pay an 13 

average residential energy bill of $1,824 in FY 2005; of course, at this point in 2006, the 14 

energy burden has drastically increased nationally while Commonwealth Edison has 15 

proceedings before the Commission that will lead to two sets of rate increases.  The 16 

energy burden for these households will be 26.3%.  However, while the average home 17 

energy bill of the top four income quintiles will be $2,177, the average energy burden for 18 

these households will be only 5.0%.
2
  Thus, in the East North Central region, the lowest 19 

income households bear an energy burden more than five times higher than the average 20 

burden borne by other households.  In addition, for working poor households in 21 
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and the Impact on Their Household Budgets," Economic Opportunity Studies, November, 2004. 



particular, income and hours of work are often highly unstable, paid leave is minimal or 1 

non-existent, and health insurance is prohibitively expensive or unavailable.  These 2 

conditions, combined with the low wages of working poor households, create difficulties 3 

in establishing realistic household budgets, making regular bill payments, and 4 

maintaining regular payments under terms of traditionally-structured utility payment 5 

plans.  6 

  Low-income households must continually contend with the challenge of 7 

stretching inadequate financial resources to pay for necessities such as housing, utility 8 

service, health care, and food.  Part of this precarious balancing act inevitably leads to 9 

underpayment of bills and, at times, foregoing necessary goods and services to the 10 

detriment of health and safety.  Not surprisingly, the U.S. Census Bureau‟s “Extended 11 

Measures of Well-Being” demonstrated that households in lowest income quintile were 12 

nearly 7 times more likely to not fully pay one or more utility bills during a calendar year 13 

1995.  Similarly, households in the lowest income quintile were 10 times more likely to 14 

experience loss of energy or utility service in 1995.
3
  Similarly, results of the U.S. Energy 15 

Information Administration‟s Residential Energy Consumption Survey showed that 5.4 16 

percent of electricity customers under 150 percent of the federally determined poverty 17 

level experienced one or more electric service terminations in 1997.  However, 1.7 18 

percent of electric customers over 150 percent of poverty had service shut off.  (Graphed 19 

results of the Census Bureau and Energy Information Administration studies are 20 

appended to these comments.)  It should be noted that recent increases in home energy 21 

prices have led to a sharp upturn in residential utility service terminations.  It is quite 22 

possible that the dynamic reflected in the 1995 Census Bureau and 1997 Energy 23 
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Information Administration studies has become even more pronounced during this 1 

period.   2 

  It is important to emphasize that in the vast majority of cases, low-income non-3 

payment of utility bills is not the product of financial mismanagement, over-consumption 4 

of luxury items or some other stereotyped character flaw.  It may be attributed to the 5 

simple arithmetic fact that available household financial resources are insufficient to meet 6 

financial obligations associated with obtaining basic human needs and participating 7 

effectively in society.  A study recently released by the National Energy Assistance 8 

Directors‟ Association finds that a high proportion of benefits from the Low Income 9 

Home Energy Assistance Program (“LIHEAP”) take drastic actions to pay their energy 10 

bills, including reduction of expenditures for other household necessities or use of their 11 

kitchen stove for heat.  In addition, the survey of LIHEAP recipients found that 38 12 

percent went without medical or dental care and 30 percent went without filling a 13 

prescription or reduced a prescribed dosage of medicine in attempting to pay their energy 14 

bills.
4
 15 

  Because low-income households are uniquely situated from a financial 16 

perspective, a unique set of rules that have direct bearing on the cost of utility service, 17 

and thus the ability to retain access to a basic level service, is required.  In order to 18 

maximize utility company revenues from low-income customers while promoting basic 19 

low-income energy security, rules regarding collection and security deposits, late 20 

payment charges and establishment of deferred payment agreements must be predicated 21 

on the assumptions that (1) low-income customers desire to remain current on their utility 22 
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bills and (2) punitive rules that raise the price of service or result in unmanageable 1 

payments from low-income households result in termination of service, excessive 2 

collection costs and loss of revenue.  It is likely that payments by low income residential 3 

customers will increase under the more rational system I propose.  This benefits utilities 4 

and ratepayers in general. 5 

  Another way to understand my proposal is through the nomenclature I understand 6 

to be common among all stakeholders in Illinois: “Can‟t Pays” and “Won‟t Pays.”  These 7 

terms are used to reflect the reality that some customers do not pay their bills in full on 8 

the due date because they cannot and some fail to pay although they could afford to do so 9 

simply because they choose not to do so.  Present Part 280 irrationally treats these very 10 

different customer groups the same way.  I propose to change that system. 11 

Q. HOW DO YOU DEFINE THE TERM, “LOW-INCOME RESIDENTIAL 12 

CUSTOMER?” 13 

A.  For purposes of my proposal, the term “low-income residential customer” means 14 

a “customer” receiving “residential service,” as defined in 83 IL Administrative Code 15 

280.40, who meets the income eligibility guidelines of any federal, state, or utility-16 

sponsored low-income energy payment assistance or low-income energy efficiency 17 

program offered in a gas, electric, water or sanitary sewer utility‟s service territory. Thus, 18 

a utility company would consider any customer who is income-eligible to receive benefits 19 

from LIHEAP, Department of Energy Weatherization Assistance, utility payment 20 

assistance or utility energy efficiency services or any other such means-tested energy 21 

program within its service territory to be a “low-income residential customer.” 22 



Q. PLEASE DESCRIBE AND EXPLAIN YOUR PROPOSAL REGARDING 1 

COLLECTION OF DEPOSITS FROM LOW-INCOME CUSTOMERS. 2 

A.  Low-income customers should be exempted from paying deposits.  Energy and 3 

utility service is already unaffordable for low-income households, and deposits merely 4 

add to unmanageable energy burdens.  Based on the energy burden figures cited above, a 5 

low-income Illinois household heating with natural gas might be required according to 6 

provisions of 83 IL Administrative Code 280.70 to pay deposits in excess of $300, 7 

exclusive of any deposits for water and sewer service.  Rather than ensuring regular 8 

payment going forward or covering prospective utility credit and collection costs, such a 9 

disruption to a chronically strained cash flow situation will only result in deprivation of 10 

necessities and a worsening of general financial security in the household.  Ironically, the 11 

deposits intended to cover utility system costs incurred in the event of non-payment in 12 

fact serve to enhance the likelihood that collection activities will actually be required; 13 

thus, deposits demands, in this situation, would increase rather than decrease bad debt. 14 

  It should be noted that the Commonwealth of Massachusetts long ago eliminated 15 

the practice of requiring security deposits from all residential customers as a condition for 16 

obtaining gas and electric utility service.
5
  Thus, Illinois would not be an “outlier” in 17 

adopting such a provision applicable solely to low-income customers. 18 

Q. PLEASE DESCRIBE AND EXPLAIN YOUR PROPOSAL REGARDING 19 

COLLECTION OF LATE PAYMENT CHARGES FROM LOW-INCOME 20 

CUSTOMERS. 21 

A.  Low-income customers should be exempted from late payment charges.  First, the 22 

existing charge may be excessive.  Second, it unduly penalizes low-income households.  23 
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As indicated above, low-income customers are far more likely to be late in paying their 1 

utility bills than are their non-low-income counterparts.  Again, this is due to the financial 2 

realities facing such customers.  Thus, late payment charges resulting from failure to pay 3 

in full by the due date fall disproportionately on those least able to afford the penalty.  4 

Similar to the elimination of general residential security deposits as described above, the 5 

Commonwealth of Massachusetts prohibits all residential late payment charges.
6
  Thus, 6 

adopting a similar provision applicable solely to low-income customers in Illinois would 7 

represent a more “measured” approach than Massachusetts‟ model. 8 

Q. PLEASE DESCRIBE AND EXPLAIN YOUR PROPOSAL REGARDING 9 

DEFERRED PAYMENT AGREEMENTS OFFERED TO LOW-INCOME 10 

CUSTOMERS. 11 

A.  The common wisdom with respect to deferred payment agreements seems to be 12 

either that a single payment agreement, or successive payment agreements with 13 

increasingly onerous terms are the best means of recouping overdue utility revenues.  14 

However, the common wisdom fails to account for the fact that income and expenses, 15 

particularly in working poor and other low-income households, can be erratic and 16 

difficult to predict.
7
  In addition, household energy prices, particularly for natural gas, 17 

have become very high and increasingly volatile.  Under such circumstances, what begins 18 

as a reasonable payment agreement based on a customer‟s ability to pay may quickly 19 

become unworkable due to rapidly changing financial circumstances.  Once such a 20 

payment agreement fails, collection of back bills as well as current bills is jeopardized.   21 
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2002. 



  It is critical that low-income residential customers are given the opportunity to 1 

have recast a payment agreement that fails.  If a customer makes a good faith effort to 2 

meet the terms of an initial agreement but it fails nonetheless, the assumption should be 3 

that the terms of the initial agreement are unworkable.  For that reason, my proposed rule 4 

uses the phrase “rebuttable presumption that the current plan is too onerous.”  A 5 

subsequent agreement should then be offered with terms that are at least as favorable as 6 

those of the initial agreement.   7 

Accordingly, I am proposing that deferred payment arrangements for low-income 8 

customers be structured as follows: 9 

 If a low-income customer receives a notice of termination of service or cannot 10 

pay a delinquent utility bill and is not in default on a payment agreement with the 11 

utility, that customer shall be provided with the opportunity to enter into a 12 

reasonable
8
 deferred payment agreement. 13 

 A first payment agreement shall be offered to customers who have received a 14 

termination notice or who have had service disconnected for 120 days or less.  15 

The initial agreement shall allow for equal monthly payments of the past due 16 

amount over a minimum of twelve months.  Low-income customers who have 17 

had service disconnected for more than 120 days shall be offered a payment 18 

agreement that provides for payment of the past due amount over a period of at 19 

least six months. 20 

 If a low-income customer has retained service during the Winter shutoff 21 

moratorium but is in default of a payment agreement, the utility may offer the 22 
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low-income customer a second payment agreement that will divide the past-due 1 

amount into equal monthly payments with the final payment due by the fifteenth 2 

day of the next October. The utility shall offer a second payment agreement to a 3 

low-income customer, who is in default of a first payment agreement, if the low-4 

income customer has made at least two consecutive full payments under the first 5 

payment agreement. The second payment agreement shall be of the same term or 6 

longer than the term of the first payment agreement. The low-income customer 7 

shall be required to pay for current service in addition to the monthly payments 8 

under the second payment agreement and may be required to make the first 9 

payment up-front as a condition of entering into the second payment agreement. 10 

The utility may also require the low-income customer to enter into a level 11 

payment plan to pay the current bill.  12 

 The utility may offer additional payment agreements to the low-income customer. 13 

The Iowa Utilities Board recently adopted a payment plan model along these 14 

lines.
9
 15 

Q. PLEASE DESCRIBE YOUR PROPOSAL REGARDING DSCONTINUANCE OF 16 

SERVICE FROM DECEMBER 1 THROUGH MARCH 31 AND 17 

RECONNECTION OF SERVICE TO A LOW-INCOME CUSTOMER. 18 

A.  Disrupting necessary utility service during Illinois winters poses a dire threat to 19 

health and safety.  It has been well-documented that loss of utility service during cold 20 

weather increases risk of fires, carbon monoxide poisoning, pneumonia, influenza and 21 

hypothermia.  Low-income households, where lack of financial resources results in 22 

                                                 
9
  Order Adopting Amendments, Docket No. RMU 04-2, July, 2004. 



inability to pay high heating bills while also paying for all other necessities, should not be 1 

subjected to such risk and extreme discomfort.   2 

While low-income customers should not lose vital service during the winter, 3 

utilities should send low-income customers notice that they would be subject to 4 

discontinuance were it not for the provision of the rules.  Further, consistent with the 5 

payment plan provisions outlined above, reconnection of service following disconnection 6 

after expiration of the winter shutoff moratorium should not be denied low-income 7 

households who agree to the terms of a reasonable payment plan and pay up to 1/12 of 8 

the outstanding arrearage. 9 

Q. DO YOU ALSO MAKE PROPOSALS THAT AFFECT CUSTOMERS 10 

REGARDLESS OF INCOME? 11 

A.  Yes. 12 

Q. PLEASE DESCRIBE THOSE PROPOSALS. 13 

A.  I make three proposals. 14 

(a) 1When it adopted credit scoring provisions, the Commission required that 15 

LIHEAP eligible applicants be exempt from having to make a deposit based on a credit 16 

scoring system.  It is my understanding that not all LIHEAP eligible applicants have been 17 

shielded from deposit requests of this nature as the Commission intended.  Requiring 18 

utilities to “inform each applicant for whom a deposit is required as a result of a credit 19 

score that eligible low income customers are exempt from a deposit based on a credit 20 

score and solicit a customer‟s declaration of eligibility to be verified by a LIHEAP 21 

provider” will simply implement the Commission‟s previously adopted policy. 22 



(b) 2The current late payment charge was adopted when the prime rate, and 1 

therefore, utilities‟ short term borrowing rate were in excess of 10%.  In today‟s 2 

economy, a late payment charge of 18% greatly exceeds the utilities‟ costs caused by late 3 

payment and, thus, unfairly burdens late-payers.  The charge assessed against late payers 4 

should reflect only the costs that late payment causes the utility to incur.  I make this 5 

proposal as to all ratepayers in contrast to my proposal to eliminate late payment charges 6 

completely for low-income residential customers. 7 

(c) 3Requiring utilities to set out and make readily available their procedures 8 

governing applications for service and related issues is in the interest of all involved: 9 

applicants, utilities and Commission staff that assist with customer complaints.  Making 10 

clear one‟s rights and obligations is the sort of „good-government” type proposal that all 11 

should embrace.  Requiring utilities to state reasons for denial or service or to specifically 12 

state the conditions when service is  provided after certain requirements are met will 13 

reduce problems, miscommunication and utility abuse. 14 

Q. PLEASE IDENTIFY THE EXHIBITS ATTACHED TO YOUR TESTIMONY? 15 

A. Exhibit 1.1 is the paper “Tracking the Need: Building the Case for Low-Income 16 

Energy Assistance Through Trend Data on Arrearages and Disconnections.” Exhibit 1.2, 17 

in Excel spreadsheet format, is the United State Census Bureau‟s “Extended Measures of 18 

Well-Being” discussed on page 5 of my testimony.  Exhibit 1.3 is draft language setting 19 

out exact language of recommended rule provisions. 20 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 21 

A.  Yes. 22 


