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This memo considers several issues raised by the prospect of combining operations of multiple small local fuel funds into a single statewide fund.  The information presented below is taken from responses obtained from the executive directors of a number of statewide fuel funds now in operation throughout the nation.  Information was obtained from statewide fuel funds in New Jersey (NJ SHARES), Pennsylvania (Dollar Energy Fund), Michigan (The Heat and Warmth [THAW] Fund), Colorado (Energy Outreach Colorado), and Oregon (Oregon HEAT).  Where appropriate, specific attribution is made to specific comments that were made.

	How does one allocate funds back to a specific utility when those funds are combined into a statewide fuel fund?


It is a general, but not universal, rule that all direct utility customer contributions are returned to customers of the company from which they came.  NJ SHARES, for example, receives matched customer contributions from the seven regulated energy utilities in New Jersey.  NJ SHARES reports that “if Whiteacre REC were a NJ SHARES [utility], our web-based application system would assure that Whiteacre funds assisted only Whiteacre customers.”  So, too, Michigan’s fuel fund –The Heat and Warmth (THAW) Fund—assures utility companies that funds received from a given company (or its customers) will be returned to customers of that company.
 Oregon HEAT says in a formal policy statement that its commitment to return contributions to the utility and service territory from which they come “is a reflection of our respect for the wishes of, the vested interest in, and the loyalty held by each donor to his or her community and/or participating utility.”

In contrast, Energy Outreach Colorado reports that it receives both restricted and unrestricted contributions.  According to Energy Outreach: “For the most part. . .donations have been unrestricted, and are distributed state-wide without regard to the source of the donation.
  Energy Outreach reports it:

. . .receives voluntary contributions from 12 – 15 different utilities.  None of these voluntary contributions have come with the caveat that they must be distributed to the customers within the utility’s service territory.  Likewise, there have been no similar restrictions on donations made by utility customers who respond to bill inserts or other solicitations.

Two caveats need to be placed on any commitment to return utility customer contributions back to the customers of the same utility from which they came.

· First, utility service territories can be quite large.  Accordingly, returning contributions to the same company does not necessarily mean that those funds go back to the same geographic area of the state from which they were collected. Michigan’s THAW, for example, states that while no guarantees are made, “we do consider when we allocate funds to local agencies how much is typically received from customers in that area.” NJ SHARES also makes the distinction between returning benefits to the customers of the company providing the contributions and restricting benefits geographically.   “We guarantee that all utility related contributions are directed back to their territories. We do not match utility funds purely on geography. . .”

Oregon HEAT, however, has a different approach.  According to that statewide fuel fund, donations are segregated by utility and county upon receipt. “Bill inserts are coded by utility in order to track and restrict donations before the envelopes are even opened.  The exterior of the envelope has a subtle bar code with unique patterns for each utility, oil retailers, Oregon HEAT direct mail and other initiatives.  Segregation by county is done through zip code of the donor.” In addition, Oregon HEAT indicates that it “adheres to an overarching policy that cash donations received through bill inserts distributed by heating oil retailers are restricted for use in the county from which the donation originated, but does not specifically restrict cash donations for purchase of oil from the retailers that distributed bill inserts.” (emphasis added).  

· Second, significant non-utility money is not governed by the same “rules” as those that govern utility customer contributions (or utility matches of those customer contributions).  NJ SHARES receives “undesignated contributions” that are distributed on a first-come, first-served basis.  In addition, NJ SHARES receives refunds of abandoned utility deposits.  Those funds are distributed pursuant to a formula based on population and poverty.  Similarly, Pennsylvania’s Dollar Energy Fund (DEF) reports that “donations are made to the Dollar Energy Fund, not to the utility or to a particular service territory.  Dollars are granted on a first-come, first-served basis.” Oregon HEAT reports that “in addition to managing four fuel specific/utility specific funds (restricted funds), [it] has a “fuel blind/region blind” fund (unrestricted fund).”

Two statewide fuel funds note the importance of non-utility funding. THAW states that because of its supplemental funding sources, “[while] we do not guarantee that funds go specifically to areas. . .we can show that we provide more assistance (usually) to the area than we receive in customer contributions from the area. . .” Funds raised not by utility solicitations, but by direct THAW solicitations, are used to support customers of deliverable fuels, co-ops and municipal utilities.
  Pennsylvania’s Dollar Energy Fund also stated that for small and rural companies in particular, “it is a much better deal” for them to provide matching funds from the company side.  “The goal,” DEF said, “is to raise enough funds to match the company contribution. . .” 

There is a split among the statewide fuel funds on whether they will distribute benefits to customers of nonparticipating companies.  NJ SHARES indicates that while they continue to seek inclusion of the fuel oil and propane “industries and their customers,” those companies “have chosen not to participate in our program.”  Similarly, Dollar Energy states that “in order to participate in a statewide fuel fund, the company regardless of size and area must be a contributor to the fuel fund.  It would not be fair to take money generated by contributing companies and share those funds with noncontributors.”

In contrast, Energy Outreach Colorado reports that “although we distribute over $100,000 to propane companies on behalf of their low-income customers, we receive virtually no contributions from these companies.”  In contrast, THAW has a more complex system:

At this time, we write the deliverable fuel, [municipal utility] or co-op and tell them that we have helped X# of their customers with a total of X$ and we ask for a small (5%) administrative contribution – goes to us in return for providing the service (funding).  Many pay it.  Some don’t.  We don’t refuse to assist any customers based on whether their company pays this administrative fee (a tax-deductible contribution).  We are looking at changing this, however, as deliverable fuel has gone out of sight and many municipals and co-ops are prevented by their bylaws from contributing to organizations. 

(emphasis added).

Oregon HEAT reports that it receives very limited in-kind support in the form of permission to distribute solicitation envelopes in billing statements (“bill inserts”) from heating oil retailers, but no cash.  Despite this limited support, Oregon HEAT will provide part of its unrestricted funds to heating oil customers.  Moreover, Oregon HEAT reports that it tends to subsidize customers of “consumer utilities” and bulk fuel vendors with money it raises on its own.  It explains:

My observations on the use of unrestricted funds are: 1) funds tend to flow into consumer-owned utility service territories from investor-owned service areas (consumer-owned utilities, perhaps because they are non-regulated, are considerably less tolerant of low income needs); 2) funds spent to purchase bulk fuels (oil and propane) far exceed funds collected through oil retailer bill inserts (this may be due to a disproportionate number of low income households heating with oil which simultaneously increases demand and decreases fundraising potential); 3) households receiving unrestricted funds are frequently more difficult to help (extremely high arrearages, exceed income criteria for other programs, unique and convoluted situations leading to need for assistance, etc.); 4) funds tend to flow from urban to rural areas.

Oregon HEAT asserts the value of making these unrestricted grants, saying:

Among those of us who manage restricted energy assistance funds, a rationale for implementing a fuel blind or unrestricted fund that we tend to underutilize is the argument that all households are customers of an electric utility and the extent to which low income households can be helped with any basic need – home heat in particular – amounts to a preventative measure against accumulated arrearages on electric accounts and costs associated with managing low income customers who cannot pay their bills.  The Eugene Water & Electric Board has some data to support this argument in a low cost municipal utility context.

	How, if at all, does a statewide fuel fund generate fundraising efficiencies and opportunities that would not exist with a series of smaller local fuel funds?


Existing statewide fuel funds believe that their statewide nature contributes to an ability to raise funds that would not exist through a network of smaller funds.  The following advantages were cited:

· One of the most important public figures to involve in fundraising is the state’s Governor.  The presence of a statewide fund enhances the ability to attract the Governor’s time and attention to assist fundraising. (Michigan, Pennsylvania).   In 2004, for example, Michigan’s THAW coordinated the Governor’s message in support of Community Action Agency (CAA) “Walk for Warmth” fundraisers throughout the state.  According to THAW, “no one CAA would have been able to garner the governor’s attention alone.”  

· Funds generated through legislative action will only occur through a statewide fuel fund.  Examples of legislative action include unclaimed utility deposits and rate refunds (Colorado, New Jersey).  Similarly, Michigan’s THAW reports that the Michigan public service commission (PSC) created a low-income fund “which is directed only to agencies that serve a wide area, if not statewide.”  According to THAW, while it (and two other statewide agencies: the CAA state association and the Salvation Army) received grants of roughly $3.0 million each from the PSC’s low-income fund, regional funds received grants in much smaller amounts.  

· Name recognition throughout the state helps fundraising, Pennsylvania’s Dollar Energy Fund, in particular, notes that it has achieved statewide name recognition “thereby generating more funds.”  NJ SHARES reports name recognition as a primary benefit of its statewide operation as well.  “Name recognition helps with fundraising throughout the state (NJ). Donors recognize that we assist households in crisis in all communities.”  Energy Outreach Colorado believes that its statewide status helps it to build the internal capacity to promote its name recognition.  Its increased capacity lies with the “ability to focus on external communications” as well as focusing on “branding.” Oregon HEAT agreed.  More than specific funding opportunities, Oregon HEAT says, “more precisely, a state-wide fuel fund is better positioned to gain public relations benefits that translate into better fundraising opportunities.” (emphasis in original).  

· Maximizing the impact of outreach serving larger geographic areas.  THAW, for example, notes that radio and television stations frequently reach beyond individual local utility service territories.  Dollar Energy, too, reports that statewide operation allows it to “cross service territories of the participating utilities and have a far better outreach effort for the same amount of money.”  

· Statewide operation enhances access to charitable funds.  Energy Outreach Colorado reports, for example, that it receives foundation grants that would not have been available if it had not served statewide.  Oregon HEAT notes that “being a state-wide in scope is integral to participation in the Combined Federal Campaign (the federal United Way campaign), at least in Oregon.” Moreover, its statewide reach helped Oregon HEAT “to apply for and win over $2 million in just the last three years alone,” with “at least another $500,000 [expected] in just the next six months.”  

· Statewide operation enhances fundraising opportunities from private business (as opposed to charitable foundations). THAW cites a multi-state regional fundraising effort through Culver’s Restaurants as one example of the need for a statewide organization. “We were asked to do Culver’s [Day of Warmth] because we are statewide,” THAW said. “They [Culver’s] didn’t want to deal with multiple small agencies.”  This observation, THAW said, is generally true “for statewide funding sources or for companies wanting to maximize their exposure. . .”  Oregon HEAT agreed, citing  the fact that it “is the beneficiary of an annual “Hottest Month in Oregon” event conducted by a small chain of restaurants.”  Colorado reports that it receives donations from natural gas producers (as opposed to natural gas utilities).  “Colorado has quite a bit of natural gas production in the state.  Increasingly, producers are contributing funds to [Energy Outreach Colorado]. . .[T]his would [not] be possible on a similar scale if we were not statewide.”

· Coordinated scheduling of related events is made possible by statewide operation.  NJ SHARES, for example, reports that its statewide operation allows it to schedule “fuel fund nights” at minor league baseball venues throughout the state throughout the season.  “Our supporters can attend the most convenient location.”  

· Reaching areas that are not served, or at the least, not well-served by media is one advantage of being statewide in operation.  According to Oregon HEAT, “rural media has a limited reach and impact during fundraising campaigns.  A state-wide organization is better positioned to get placement in print media with state-wide distribution and broadcast media.”

	How, if at all, does a statewide fuel fund generate operational efficiencies that would not exist with a series of smaller local fuel funds?


Existing statewide fuel funds believe that their statewide nature contributes to an ability to reduce costs through operating efficiencies that would not exist through a network of smaller funds.  The following cost-savings advantages were cited:

· Centralized grant processing was cited as a substantial advantages by the statewide fuel funds in Michigan, Pennsylvania and New Jersey.  According to THAW, “we have an electronic application and payment process that increases our administrative efficiency (and therefore capacity) to process many more payment vouchers than with a paper process.”
 Pennsylvania’s Dollar Energy Fund notes that it was able to reduce its “keystroke time” substantially through its centralized system.  

· One aspect of the centralized grant processing, NJ SHARES reported, was its ability use a web-based application system for grants.  Pennsylvania’s Dollar Energy Fund agreed, citing the increased use of technology made possible by its statewide nature.  DEF said: “Our biggest efficiency gained has been the ability to grow our technology. This came as a result of funding by foundations. . .The technology we created allows all agencies and utilities to apply on line and be able to access the amount of funds available at any given time, along with the status of applications.” Colorado reported an efficiency in technology as well.  Its statewide nature allowed for greater efficiencies in capital costs, including system costs for accounting software, donor record keeping, servers and office space.

· Increased efficiencies lead to lower labor costs attributable to the statewide nature of the fuel funds.  Energy Outreach Colorado notes that it operates a $9 million budget with seven fulltime equivalent staff positions. So, too, does Dollar Energy report decreased staff expense.  According to DEF: “Our processing time has gone from 6-8 weeks to 2-3 days and no paper. Our hardship staffing went from 2 full-time and 2 part-time employees to 1 full-time.”

· Decreased per unit administrative costs can be expected through a statewide fuel fund. NJ SHARES reports that its operation as a single administrative entity generates lower costs.  Energy Outreach Colorado agreed, reporting that its administrative, general and fundraising expenses average between five and seven percent (5% - 7%) of its total budget. Energy Outreach Colorado reported that its administrative efficiencies arise primarily in accounting and bookkeeping, including monthly close outs, payroll, annual third party audits, and income tax filings.   Oregon HEAT noted that it was not only “vastly more efficient for one entity to prepare and submit reports required by the IRS and the state,” but that it achieved efficiencies through “economies of scale processing donations and sending acknowledgements/receipts to donors.”

· Consistency in processes (Colorado), standardized intake (Pennsylvania, Michigan), and standardized training (New Jersey) all appear to relate to the same fundamental benefit of a statewide fuel fund.  The notion of standardization was important in Oregon as well. According to Oregon HEAT: 

it is much more efficient for agencies administering bill payment assistance over several utility service areas to have uniform program guidelines and household eligibility criteria. . .One entity administering contracts with utilities and agencies is clearly more efficient that many utilities contracting with many agencies.  The one entity can clearly define utility responsibilities and limit exposure of the utility to liabilities associated with fundraising (when people make donations they can get very cranky about how their money is used and have resorted more frequently to settling their issues in the courts.  Suing a utility sounds a whole lot easier than suing an independent nonprofit organization).  The same entity can save agencies delivering bill payment assistance programs the trouble of having two or more contracts with different utilities, each with its own idiosyncrasies and reporting requirements.

Care must be taken, however, in seeking this benefit of standardization.  According to THAW: “Centralization of processes gives the impression (and perhaps some truth in it) of ‘cookie cutter’ service. Rules are no longer made locally and there is no local person to talk to. Many areas take pride in being ‘different’ from others (the big city vs. the rural area; northern area vs. southern area).”

Aside from operating efficiencies, statewide fuel funds generate increased capacity to deliver services.    Unlike smaller local funds, Energy Outreach Colorado reports that it has “the ability to use state-of-the-art systems.” “We can afford good systems,” Energy Outreach says. Similarly, Energy Outreach Colorado reports that being a statewide fuel fund allows it to reach the critical mass needed to provide sufficient resources to hire staff “by subject matter experts rather than generalists.”  In addition to its Executive Director, in other words, Energy Outreach has a staffperson specifically trained in data base management, as well as a specific communications director.  In addition, in pursuit of its mission to provide long-term solutions to energy affordability problems (as well as short-term crisis intervention), Energy Outreach Colorado’s statewide scope and size provides its the ability to hire a technically-trained individual as its director of energy efficiency and energy conservation.  

Oregon HEAT also cites this increase in expertise flowing from its statewide character.  According to Oregon HEAT, one value-added generated by its statewide character involves “the marketing acumen of the larger utilities [that] greatly benefited the fundraising for the smaller utilities’ funds.  The tiny municipal utilities had never had a real professional marketing PR department to design bill inserts or produce TV public service announcements.  Real value accrued to the smaller utilities through the effort of the marketing staff of the larger utilities.”

Reputation and political influence is one of the primary advantages of being a statewide organization.  According to Energy Outreach Colorado, “as a state-wide agency, we are looked at as the ‘voice of the low-income energy user.’ Because of this, we are consulted by the [public utility commission], legislature and press.”  Michigan’s THAW agreed.  

One of the chief reasons we sought statewide status was a greater influence over public policy. [Our] recent Affordability Gap study got lots of attention because I could say I represented most customers in the state.  Influence over public policy is influence over funding.  Most organizations (except CAAs) don’t have a presence in Lansing.

Oregon HEAT agreed. “Among the media, Oregon HEAT has risen – head and shoulders above all other utility operated programs in the state – as the “go to” guys for any information about low income energy issues.  The Governor, the Legislature and other public entities turn to Oregon HEAT first for representative views on these issues.”

These observations are consistent with comments concerning fundraising (see, Michigan comments regarding involvement of state’s Governor; Colorado comments regarding contributions from natural gas producers).  

Energy Outreach Colorado cited not only the results of greater influence flowing from its statewide status, but some of the reasons for its greater influence.  As a statewide organization, Energy Outreach notes that it has the resources to “put significant time into advocacy and coalition building.”  Moreover, Energy Outreach says, its statewide nature creates an “ability to tap into a wide variety of expertise outside of the organization.”  

	What, if any, “downsides” does the creation of a statewide fuel fund generate?


The operation of a statewide fuel fund provides some challenges, although those challenges are not viewed as a substantial barrier to the creation and operation of such a fund.  The primary challenges arise around effectively serving the entire geographic scope of the statewide fund. Issues that were cited by existing funds included:

· The need to provide state training and support for the agencies that screen applicants.  “This all takes time and money.  You need to be able to support the foundation of the program financially and adequately staffed along with technology.  All of which takes money.”

· NJ SHARES acknowledges that there is a “commitment of time and resources necessary to create a statewide fund,” all of which are “far outweighed. . .by the ongoing benefits of a statewide program for clients, intake agencies and the utility companies.”  The NJ SHARES executive director indicated that “having run several smaller local funds for a utility, I do not see a major downside to a statewide fund.”

· Michigan’s THAW cites one funding source to which it does not have access, given THAW’s statewide scope: community foundations.  “Community foundations concentrate on local areas.  Despite the fact that we are applying those funds to families in their area, if the address is not local, they don't want to deal with us."

· Energy Outreach Colorado cited the added complexity of a statewide organization, along with the need to manage a “state-wide network of agencies” that are “far flung,” as potential downsides to a statewide fuel fund.  This observation was akin to Dollar Energy’s reference to working with 15 utility partners and 160 screening sites as adding to the complexity of its organization.  

· One particular issue identified by Energy Outreach Colorado arising from statewide operation was the increased strain on the organization presented by the diversity of substantive issues facing the organization.  There is, Energy Outreach said, “a larger variety of issues that can come up simultaneously” facing it as a statewide organization.  Michigan’s THAW also noted the fact the diversity of circumstances facing a statewide fuel fund, with urban areas presenting issues that differ from rural areas, and the northern part of Michigan presenting issues that differ from the southern part of Michigan.  

Oregon HEAT finally notes the difficulty in making operational cost comparisons between statewide fuel funds and local funds operated by individual utilities. Oregon HEAT notes that when utilities manage bill payment assistance, the true costs of operating these programs are not evident.  Instead, fuel fund operating costs are buried in operations budgets and recovered from ratepayers in undifferentiated utility operating expenses.  In contrast, “an independent nonprofit necessarily keeps all expenses out in the open and has no handy place to shift costs sometimes giving the impression that it is more expensive.”

	An Important Independent Observation


Oregon HEAT made the following observation that merits separate treatment from other issues in this analysis:

The central issue of forming a statewide fuel fund is a disarmingly simple question: “What is the purpose of energy assistance programs?”  Utilities need to be as honest as they can be about the answer to this question.

If, in all honesty, the purpose of a fuel fund for any utility is to serve the utility’s interests first (generate public relations benefits, provide support to customer service representatives, meet obligations imposed by statute), then by all means the utility should retain control of the fuel fund.  All of us should welcome a utility that is honest enough to own up to this sort of priority even as we may hope for better corporate citizenship.

If the purpose is to help low income people by maximizing fundraising, then the utility should seriously consider letting go of its fuel fund and letting professional nonprofit fundraisers take the reins.  Along the way, an independent nonprofit can generate additional benefits like limited advocacy (LIHEAP, CSBG, WAP, etc.), increased public awareness of low income energy issues, coordination of non-cash resources (in-kind donations of heating oil, pre-owned air conditioners, information & referrals to non-energy resources, etc.), and implementation of innovative programs that build self-sufficiency rather than promote dependency on annual handouts from a fuel fund.  An independent nonprofit can provide open public processes and higher accountability with a diverse board representing the community’s interest.

	Conclusion


Based on the above discussion, I offer the following findings to the Iowa Community Action Association regarding the proposal to fold small individual “customer contribution funds” operated throughout the state by Rural Electric Cooperatives and small municipal utilities into a larger statewide fuel fund:

1.
It is a general, but not universal, rule that all direct utility customer contributions are returned to customers of the company from which they came.

· Funds received from a company’s customers refer, however, only to contributions received in response to a utility solicitation.  Merely because a contributor lives in a particular utility service territory does not mean that his or her contribution will be spent in that service territory if the contribution is made in response to a solicitation to the general public.

· Returning contributions to the same company does not necessarily mean that those funds go back to the same geographic area of the state from which they were collected.

· While statewide fuel funds may not guarantee that funds go to specific areas, they can generally demonstrate that they provide more assistance to the area than they receive in customer contributions from the area.

· While general funds go to support customers of deliverable fuels and nonparticipating companies, the general rule is that that in order to participate in a statewide fuel fund, the company regardless of size and area must be a contributor to the fuel fund.

2.
Existing statewide fuel funds believe that their statewide nature contributes to an ability to raise funds that would not exist through a network of smaller funds.

· The presence of a statewide fund enhances the ability to attract the Governor’s time and attention to assist fundraising.

· Funds generated through legislative action will only occur through a statewide fuel fund.

· Name recognition throughout the state helps fundraising, Statewide operations support the ability of the fuel fund to promote “branding” the fuel fund as an institution worthy of support.  

· Statewide operation enhances fundraising from both charitable sources and private, non-charitable, sources.  

3.
Existing statewide fuel funds believe that their statewide nature contributes to an ability to reduce costs through operating efficiencies that would not exist through a network of smaller funds.

· Centralized grant processing is one of the substantial advantages enjoyed by the statewide fuel funds.

· The increased use of technology is frequently made possible through statewide operations.

· Increased efficiencies experienced through statewide operations lead to lower labor costs attributable.

· Consistency in processes, standardized intake, and standardized training all lead to decreased costs and more efficient operations. 

4.
Reputation and political influence is one of the primary advantages of being a statewide organization. 

· This enhanced reputation leads to an ability to access the media.

· This enhanced reputation leads to an ability to access public officials.

· This enhanced reputation leads to increased funding.

5.
The operation of a statewide fuel fund provides some challenges, although those challenges are not viewed as a substantial barrier to the creation and operation of such a fund.

· Among the challenges facing a statewide fuel fund are: (1) the increased complexity of operating a statewide network requiring maintenance and training; (2) the preclusion of certain exclusively local funding sources such as community foundations; and (3) the possibility that multiple issues will arise simultaneously, thus presenting competing demands on staff time and resources.  

� Funds received from a company’s customers refer, however, only to contributions received in response to a utility solicitation.  Merely because a contributor lives in a particular utility service territory does not mean that his or her contribution will be spent in that service territory if the contribution is made in response to a solicitation to the general public.


� Recent settlements (as of early 2005), however, stipulated that settlement funds ($2.2 million in 2004) be restricted to the customers of the utilities providing them.


� THAW again emphasizes that “funds raised through utility bill solicitation always go back to the company. Funds raised by THAW (neutral) are allocated based on [the] past history” of the distribution of dollars based on need.


� THAW questions which came first. Did the statewide nature of the organization allow for the efficient processing of applications and payments or was the efficient processing of applications and payments simply a prerequisite to being statewide.  “No [statewide] organization could process applications or payments without an efficient system. Increased efficiency allows increased capacity—but neither are because of being statewide.  It is a necessity of being statewide.”
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