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Summary

The Low-Income Home Energy Assistance Program (LIHEAP) providesfunds
to states so that they may help low-income households pay home energy expenses.
States may use LIHEAP funds to assist families with heating and cooling costs,
provide crisis assistance, and pay for weatherization projects. The LIHEAP statute
provides for two types of funding: regular block grant funds and emergency
contingency grants. All regular fundsthat Congress appropriatesare allocated to the
states, the District of Columbia, U.S. territories and commonwealths, and Indian
tribal organizations, whereas contingency fundsmay berel eased to one or more states
at the discretion of the Secretary of the Department of Health and Human Services
(HHS) based on emergency need.

Regular LIHEAP funds are allocated to the states according to a formula that
has a long and complicated history. In 1980, Congress created the predecessor
programto LIHEAP, the Low-Income Energy Assistance Program (LIEAP), P.L. 96-
223. Because Congresswas particularly concerned with the high costs of heating (as
opposed to cooling), funds under LIEAP were distributed according to a multi-step
formulathat benefitted cold-weather states. Laterin 1980, Congressfurther amended
the LIEAPformulain acontinuing resolution, P.L. 96-369, but did nothing to change
the emphasis on heating expenditures in cold-wesather states. Congress enacted
LIHEAP in 1981 (P.L. 97-35), replacing LIEAP, and specified that states would
continue to receive the same percentage of regular funds that they did under the
LIEAP formula

When Congress reauthorized LIHEAP in 1984 (P.L. 98-558), it changed the
program’s formula by requiring the use of more recent population and energy data
and requiring that HHS consider all energy costs of low-income households alone (a
change from the focus on heating needs of all households). The effect of these
changes meant that funds would be shifted from cold-weather northeastern and
midwestern states to southern and western states. To prevent a dramatic shift of
funds, Congress added two “hold-harmless’ provisionsto theformula. Theresult of
these provisions is a current law, three-tiered formula, the application of which
depends on the amount of regular funds that Congress appropriates.

TheTier | formulaisused to alocate fundswhen thetotal LIHEAPregular fund
appropriation is less than or equal to the equivalent of an FY 1984 appropriation of
$1.975 hillion. Above an appropriation of $1.975 billion, funds are allocated
according to Tier Il of the formula, which includes a hold-harmless level to prevent
somestatesfrom losing LIHEAPfunds. Finally, Tier 111 appliesto appropriations at
or above $2.25 hillion, and includes a second hold-harmless provision, the hold-
harmlessrate. Becausetotal LIHEAP regular appropriations have not exceeded the
equivalent of an FY 1984 appropriation of $1.975 billion since FY 1986, states
continueto receive the same percentage of LIHEA P fundsthat they did under the old
LIEAP formula (effectively Tier | of the current formula). This report will be
updated as legidative or program activities warrant.
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Low-Income Home Energy Assistance
Program (LIHEAP) Allocation Rates:
Legislative History and Current Law

Introduction

The Low-Income Home Energy Assistance Program (LIHEAP) isablock grant
program under which the federal government gives annual grants to states, the
Digtrict of Columbia, U.S. territories and commonwealths, and Indian tribal
organizations to operate multi-component home energy assistance programs for
needy households.! Established in 1981 by Title XXV1 of P.L. 97-35, LIHEAP has
been reauthorized and amended several times, most recently in 2005, when P.L. 109-
58 authorized annual regular LIHEAP funds at $5.1 billion per year from FY 2005
through FY 2007.

Thefederal LIHEAP statute hasvery broad guidelines, withamost all decisions
regarding the program’ soperation made by the states. Recipientsmay be helpedwith
their regular heating and cooling costs, receive crisis assistance,? have weatherizing
expenses paid, or receive other aid designed to reduce their home energy needs.
Househol ds with incomes up to 150% of the federal poverty income guidelines (or,
if greater, 60% of the state median income) are eligiblefor LIHEAP benefits. States
may adopt lower income limits, but no household with income below 110% of the
poverty guidelines may be considered ineligible. The most current Department of
Health and Human Services (HHS) data show an estimated 4.8 million households
received winter heating/crisis assistance in FY 2003.

LIHEAP: Regular and Contingency Grants

The LIHEAP statute provides for two types of program funding: regular and
contingency grants. Regular funds are allotted to states according to methods
prescribed by the LIHEAP statute as amended by the Human Services
Reauthorization Act of 1984 (P.L. 98-558). The alotment methods operate so that
the way in which funds are allocated to states depends on the amount of funds
appropriated by Congress. For FY 2006, Congress appropriated $2.0 billion in
regular LIHEAP funds. However, the amount was reduced to $1.98 billion after

! For additional information on LIHEAP, see CRS Report RL 31865, The Low-Income Home
Energy Assistance Program (LIHEAP): Program and Funding, by Libby Perl.

2 Crisis assistance may include immediate funds to prevent utilities from being cut-off in a
household.
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application of a 1% across-the-board rescission in the Department of Defense
Appropriations Act (P.L. 109-148).

Contingency funds may be released and allotted to one or more states at the
discretion of the President and the Secretary of HHS. The funds may be released at
any point in the fiscal year to meet additional home energy assi stance needs created
by anatural disaster or other emergency.® In FY 2006, Congress appropriated $183
million for contingency funds, which was reduced to approximately $181.2 million
after the rescission required by P.L. 109-148. On January 5, 2006, the
Administration released itsfirst distribution of contingency fundsfor FY 2006. The
release totaled $100 million, and funds were distributed to all states, the District of
Columbia, and the territories.

The remainder of this report discusses only the history and methods of
distributing regular LIHEAP funds.

History and Previous Methods for
Distributing Regular Funds

Predecessor Program: Low Income Energy
Assistance Program (LIEAP)

The predecessor program to LIHEAP, the Low Income Energy Assistance
Program (LIEAP), was established as part of the Crude Oil Windfall Profits Tax Act
of 1980, P.L. 96-223. Like LIHEAP, the predecessor program allocated funds to
states so that they could assist |ow-income househol dsin paying home energy costs,
primarily the costs of heating their homes. The program emerged as the result of
concern over substantial increasesin homeenergy costs, especially homeheating fuel
costs, during the late 1970s. In its report accompanying H.R. 3919, a bill that
contained an early version of LIEAP, the Senate Finance Committee explained its
emphasis on total heating expenditures writing that “[a]lthough al low-income
households have suffered from increased energy costs, a particular hardship has
fallen on those householdsin the very coldest parts of the country....”* Asaresult of
Congress's concern about high heating costs, P.L. 96-223 allocated funds to states
through aformulathat emphasized heating needs, while placing less importance on
cooling needs. Infact, P.L. 96-223 allowed states to provide fundsfor cooling only
when households could demonstrate medical necessity.

Under LIEAP, states chose one of four alternative formulasto measure home
energy needs. Each formula contained different combinations of several factors:

% Depending on how Congress appropriates them, contingency funds may remain available
for distribution in more than one fiscal year, or they may expire with the fiscal year for
which they were appropriated.

* Report of the Senate Committee on Finance, S.Rept. 96-394, to accompany H.R. 3919,
Nov. 1, 1979, p. 112.
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residential energy expenditures; heating degreedays’ or heating degree days squared,
and the number of low-income households in the state.® Because total energy
expenditures (rather than energy expenditures of low-income households only) and
heating degree days (rather than cooling degree days) are higher in cold-weather
states, all formulas effectively gave preference to the home energy needs of low-
income householdsin cold-weather states. Congressauthorized LIEAPfor oneyear,
FY 1981, at $3 billion.

Before the formulain P.L. 96-223 could be used to allocate funds, however,
Congressintroduced an aternative method for computing the state distribution rates.
It did so when it appropriated $1.85 hillion in LIEAP funds for FY1981 in a
continuing resolution (P.L. 96-369). In addition to appropriating funds, P.L. 96-369
amended the set of formulas for determining state allotments that was set out in the
Crude Oil Windfall Profits Tax Act. The continuing resolution referred to aHouse
report (H.Rept. 96-1244) where the specific formula components were laid out.
H.Rept. 96-1244 contained an aternative set of formulas to those in P.L. 96-223,
withtwo setsof calculationsfor estimating stateallotments.” Thealternativeformula
calculations did little to erode the defacto cold-weather states preference, however.

Thefirst step in the aternative set of formulas was to determine each state’s
share of funds using two cal culations set out in H.Rept. 96-1244, and assign states
the greater of the two amounts. Under thefirst alternative, half of the allocation was
based on theincreasein home heating expenditures between 1978 and 1980, and half
was based on the number of heating degree days squared times the population with
income less than or equal to 125% of poverty. Under the second aternative, one
quarter of the allocation was based on total residential energy expendituresin 1980,
and three quarters was based on heating degree days squared multiplied by the
number of low-income households in the state.

The greater of the two percentages cal culated using the formulain H.Rept. 96-
1244 wasthen assigned to each state. After adjusting stateallotmentsproportionately
so that the total allocation reached 100% of funds available, the second step in the

® Heating degree days and cooling degree days measure how daily temperatures relate to
requirements for heating and cooling. The concept is explained later in this paper, in the
section “ Components of the New Formula Rates.”

¢ The number of low-income householdswas based on the Bureau of Labor Statistics (BLS)
lower living standard income level. The BLS determined this income level through its
annual family budgets, which it maintained from 1947 to 1981. At the time the LIEAP
program was enacted, the BL S developed annual family budgets assuming three different
standards of living-ower, intermediate, and higher. The budget was cal culated using costs
of consumer goodsincluding food, housing, transportation, clothing, and health care (unlike
the federal poverty guidelines, which are based on the amount of money needed to buy
food). Thebudget wasthen adjusted for family size and the prices of goodsin variouscities
throughout the country. See David S. Johnson, John M. Rogers, and Lucilla Tan, “A
Century of Family Budgetsin the United States,” Monthly Labor Review, 124, no. 5 (May
2001): 28-45.

" Report of the House Committee on Appropriations, H.Rept. 96-1244, to accompany H.R.
7998, Aug. 21, 1980, pp. 75-76.
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amended formulawas to compare these state allotments to 75% of the amount each
state would receive under the formula in P.L. 96-223. Although the alternative
formula under H. Rept. 96-1244 used factors similar to those in P.L. 96-223, the
original set of formulaswas dlightly more favorable to warm-weather states because
it put more weight on the size of a state’ slow-income population, and provided for
a minimum benefit to states based on the number of recipient households,
unconditioned on their household heating expenditures. Inaddition, theinclusion of
the increase in home heating expenditures from 1978 to 1980 in H.Rept. 96-1244
benefitted northeastern states, where heating oil prices had increased substantially.

Enactment of LIHEAP

In August 1981, the Omnibus Budget Reconciliation Act, P.L. 97-35, created
LIHEAP, replacing its predecessor, LIEAP. The new program was not substantially
different from the previous program, although it contained less restrictive federal
rules and gave states more flexibility in determining how to operate their LIHEAP
programs. Regarding the formula, the new law provided that the allotment
percentagesfor each state would remain the same asthey had been in FY 1981 under
the LIEAP formula as amended by P.L. 96-369. The program was authorized at
$1.85hillionfor FY 1982-FY 1984. InFY 1982, Congressappropriated $1.875billion
for LIHEAP; in FY 1983, it appropriated $1.975 billion; and in FY 1984, $2.075
billion.

Reauthorization: Formula Discussions

When Congress began to consider reauthorizing LIHEAP in 1983, two aspects
of theformulaweredisputed. First, legislatorsrecognized that themulti-stepformula
benefitted cold-weather statesrelativetowarm-weather statesbecauseit took account
of energy costs of all households, not just low-income households.? On average, the
proportion of poor familiesinwarm-weather statesishigher than that in cold-weather
states. Therefore, aformulathat considered the total home energy expenditures of
only low-income households would allocate proportionately more funds to warm-
weather states.

The second disputed aspect of the formula centered around the appropriateness
and timeliness of the data used in formula calculations. In 1983, the energy
information used to calculate state allotments was not the most current data
available.’ For example, the most recent datathe formulaused wasthe changeinthe
cost of energy between 1978 and 1980, or the cost of energy in 1980, depending on

8 See, for example, Commentsof Rep. Billy Tauzin, Joint Hearing beforethe Subcommittees
on Energy and Commerce, Education and L abor, and Ways and Means, 98" Cong., 1% sess,,
Feb. 24, 1983, pp. 119-120.

° Report of the Committee on Energy and Commerce (H.Rept. 98-139, Part 2), to accompany
H.R. 2439, May 15, 1984, p. 13.
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the sub-formula one chose to apply. No aspect of the formula took account of
increased costs after 1980.%°

Legidative sentiment in favor of changing the formula was evident, when, in
September 1983, the House adopted an amendment to the Emergency Immigration
Education Act (H.R. 3520) that would have adjusted the LIHEAP formula and
resulted in achangein allocationsto the states. The amendment’ sformulatook into
account the energy expenditures of poor families, which, according to the
amendment’ s sponsor, Representative Carlos Moorhead (California), would result
in lower percentage allocations for 23 states, mostly in the Northeast and Midwest,
gains for 27, primarily in the South, and the same allocation for one state.* The
amendment was eventually dropped from H.R. 3520 in conference with the Senate.

LIHEAP: Introduction of a Hold-Harmless Level

Effortsto reauthorize LIHEAP had begun in April 1983, when Representative
Richard Ottinger (New Y ork) introduced the Low-Income Home Energy Assistance
Amendments of 1984 (H.R. 2439). The bill was referred to two committees:
Education and Labor and Energy and Commerce. Withinthe Energy and Commerce
committee, two subcommittees held mark-ups: Fossil and Synthetic Fuels and
Energy Conservation and Power.

Asintroduced, H.R. 2439 did not contain changesto the LIHEAPformula. The
Subcommittees on Fossil and Synthetic Fuels and Energy Conservation and Power
worked together to arrive at aformulachange, which had the effect of shifting funds
from states in the Northeast to the South and West. Unlike the previous set of
formulas developed under LIEAP, the new formula directed the Department of
Health and Human Servicesto determinestates’ alotments” using datarelatingtothe
most recent year for which datais available’ [sic]. Because the cost of heating oil
remained steady between 1981 and 1983, and the price of natural gasrose 33%, this
meant that states in the Northeast — where heating oil was the primary source of
energy — would lose LIHEAP dollars, while states in the South and the Midwest
would gain under this provision.”? In addition, population growth in the South (as
well asitshigher poverty rates) meant that southern stateswould benefit from theuse
of more recent population data.

To offset thelosses to certain states resulting from the use of current data, H.R.
2439 also included ahold-harmless provision, or hold-harmlesslevel; thisprovision
ensured that if appropriations were lessthan or equal to $1.875 billion, stateswould
receive no less than the amount they would have received had the same amount been

1 pid., p. 4.

1 Congressional Record, Sept. 13, 1983, p. 23877. The greatest increases in percentage
alocationswerefor Floridaat 51%, Texas at 44%, and Alabamaat 37%. The stateswhose
percentage all ocations decreased the most were Vermont at 32%, North Dakotaat 24%, and
New Hampshire at 23%.

12 “The Low-Income Home Energy Assistance Program: An Analysis of the 1984
Reauthorization Issues,” Coalition of Northeastern Governors, Apr. 1984, p. 9.
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appropriated in FY 1984. If the annual appropriation exceeded $1.875 billion, states
would not receive less than their allotment would have been under the old formula
at this appropriations level. The bill additionally increased the LIHEAP
authorization level to $2.075 billion for FY 1984, $2.26 billion for FY 1985, $2.625
billion for FY 1987, and $2.8 billion for FY 1988.

LIHEAP: Introduction of a Hold-Harmless Rate

After the House Energy and Commerce Committee reported H.R. 2439 to the
House floor — but before the full House could act on the bill — the Senate passed
itsversion of LIHEA P reauthorization aspart of the Human Services Reauthori zation
Act, S. 2565, on October 4, 1984.* The Senate bill contained language very similar
to H.R. 2439, but made several changes and additions to the formula.

e S. 2565 specified that states' shares of LIHEAP funds would be
based on the home energy expenditures of low income households,
not on expenditures of al households.

e Thehold-harmlesslevel wasaltered. S. 2565 directed that no state
in FY 1985 would receive fewer funds than it received in FY 1984,
and for FY 1986 and thereafter, no state would receive |ess than the
amount they would have received in FY 1984 if the appropriations
level had been $1.975 billion.

e A second hold-harmless provision, or hold-harmless rate, was
created. The provision maintained the percentage allocated rather
than atotal funding level allocated to each state.

The hold-harmless rate provision guaranteed that certain states would receive
increased all otmentswhen appropriationsreached $2.25 billion. Stateswould qualify
for thisincreaseif their total alotment percentage at an appropriation of $2.25 billion
was lessthan 1%. These states would instead receive the alotment rate they would
have received at an appropriation of $2.14 billion. In its debate about S. 2565,
Senatorsreferred to the hold-harmlessrateasthe” small Stateshold harmless,” asthe
intent was to protect the small (population) states' shares of LIHEAP funds.**
Otherwise, these states' percentage shares of LIHEAP funds might decline, even as
total appropriationsincreased. No rate protection was guaranteed for more populous
states beyond the aforementioned hold-harmless level.

The Senate bill also included different authorization amounts for LIHEAP,
$2.14 billion for FY 1985 and $2.275 billion for FY1986. After S. 2565 passed the
Senate, the House debated and passed the bill on October 9, 1984, retaining all the
provisionsincluded in the Senate version. The bill became P.L. 98-558 on October
30, 1984. Appropriations for regular LIHEAP funds have only exceeded an
equivalent FY 1984 appropriation of $1.975billionin 1985 and 1986; therefore, since
1987, states have continued to receive the same percentage of LIHEAP funds that
they received under the program’s predecessor, LIEAP.

2 The final version of S.2565 can be found in the Congressional Record, Oct. 4, 1984, p.
S13393.

14 Congressional Record, Oct. 4, 1984, pp. S13415-S13416.
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Current Law Distribution: How Allotments of

Current law as enacted in P.L. 98-558 provides for three different methods to
calculate each state’ s allotment of regular LIHEAP funds.™® The set of factors used
to determinethe percentage of total fundsthat each statereceivesissometimescalled
the “new” formula. The calculation method for the new formula depends upon the
size of the appropriation for that fiscal year. It is important to understand that
although the new formula rates are always applied to all appropriations, when
appropriations are below ahypothetical FY 1984 appropriation of $1.975 billion, the
result of the current law’s hold-harmless provisions is that states receive the same
alotment percentages that they did under the old formula*® (Table 2 in the
Appendix lists both the “old” and “new” allotment percentages.) There are several

Regular LIHEAP Funding Are Determined

important implications of current law:

For funding levels at or below the hypothetical FY 1984 allotment,
states are guaranteed that their allotment rate is equivalent to what
it was under the old formula.

For funding levels above the hypothetical FY 1984 allotment to the
states, the new formulawill not allocate any state fewer funds than
the state would have received at the hypothetical FY 1984 funding
level of $1.975 billion. However, some states may not receive any
fundsabovethat level, despite substantial increasesin appropriation
levels.

Dueto the hold-harmless provisions, the proportion of total regular
funds each state receives at funding levelsabove $1.975 billion may
differ substantially from the proportion they would have received at
$1.975 hillion.

For funding levels above $2.25 billion, certain states are subject to
a hold-harmless rate. If a state would receive less than 1% of the
total regular fund allotment at a hypothetical appropriation of $2.25
billion, and the state's allotment proportion at a $2.14 billion
appropriation is greater than it would be at $2.25 billion, then that
state will receive the $2.14 billion alotment proportion for all
appropriation levels at or above $2.25 hillion.

The actual proportion of total regular funds each state receives at
fundinglevelsabove $1.975 billion may differ substantially fromthe
calculated new formularate prior to application of the hold-harmless
provisions. Thisis due to ratable reductions that must be made to
some states’ allotments to ensure that other states do not fall below
the hold-harmless level or hold-harmless rate.

1> See CRS Report RS21605, Low-Income Home Energy Assistance Program (LIHEAP):
Formula and Estimated Allotments, by Julie M. Whittaker and Libby Perl for the full

discussion.

6 See U.S. Department of Health and Human Services, Low Income Home Energy

Assistance Program: Report to Congress for FY1987, p. 133.
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Tier I: Below $1.975 Billion

Current law requires that for fiscal years in which the regular LIHEAP fund
appropriationis$1.975 billion or less, as has been the case each fiscal year beginning
with FY 1987, states receive the same percentage of funds that they received in
FY 1984 (Section 2604(a)(2)(A)).*” The LIHEAP formulain FY 1984 distributed
funds by giving statesthe same share of fundsthat they receivedin FY 1981 under the
predecessor program, the Low-Income Energy Assistance Program (LIEAP). In
Table1, column (a) reportsthe amount of funds that each state would havereceived
in FY 1984 had theregul ar appropriation been $1.975 billion. Column (b) reportsthe
estimated amount of funds that each state would receive for FY 2006 ($1.98 hillion)
with Congressappropriating $2.0 billioninregular LIHEAPfundsand after applying
the 1% across-the-board rescissioninthe Department of Defense AppropriationsAct
(P.L. 109-148).®

Tier Il: From $1.975 Billion up to $2.25 Billion

If the regular LIHEAP appropriation exceeds $1.975 billion for the fiscal year,
all funds are to be distributed under a different methodology, including anew set of
ratesthat are subject to ahold-harmlesslevel (Section 2604(a)(2)(A)(ii)). Under Tier
Il calculations, astate’ salotment in the statute isrequired to reflect “the percentage
which expenditures for home energy by low-income households in that state bears
to such expenditures in all states ...” (See “Components of the New Formula’
below.) However, the statute provides that no state can be allocated less LIHEAP
fundsthan the state would havereceived under the Tier | formulaif the appropriation
level in 1984 were equa to $1.975 billion.®® This provision is known as the
hold-harmless level. (As mentioned in footnote 18, this currently tranglates into
$2.0028 billion in appropriations for regular LIHEAP funds.)

Implementing the hold-harmlesslevel greatly changesthe proportion of thetotal
alocation that most states receive with application of the new formula. Thisis
because the statute provides that the hold-harmless level must be achieved by
reducing the allocation of funds to those states with the greatest proportional gains.
Column (b) in Table 1 reports the estimated allotment of funds that each state
receives when the regular appropriation is at $1.98 billion, the amount of regular

1 All section citations refer to the Low-Income Home Energy Assistance Act (Title XX VI
of P.L. 97-35), as amended.

18 Since P.L. 98-558 was enacted, Congress further provided that HHS could use regular
LIHEAP funds appropriationsfor Training and Technical Assistance (P.L. 99-425). Italso
authorized Leveraging Incentive Grants (P.L. 101-501) and the REACH option (P.L. 103-
252) — both of which HHS generally funds out of regular LIHEAP funds. These debitson
the regular funds account were not in place for FY1984. Because they affect the level of
regular funds available for state grant allotments by a little more than $25 million, CRS
estimates that HHS would not implement the newer formula before a regular funds
appropriation level of approximately $2.0028 billion.

¥ In fact, the appropriation in 1984 was not $1.975 hillion but the law refers to this
hypothetical amount in its hold-harmless provision. The actual FY 1984 appropriation was
$2.075 billion.
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LIHEAPfunding appropriated in FY 2006, whereas Column (c) reportsthe estimated
alotment of funds when the regular appropriation is just under $2.25 billion
($2,249,999,999). Theallocationsin (c) arecalculated using the Tier 11 methodol ogy
previously described. (Table2inthe Appendix listswhether or not astateis subject
to the hold-harmless level.)

Tier Ill: At or Above $2.25 Billion

Thelaw stipulates additional requirementsinthe methodsfor distributing funds
when the appropriation is at or above $2.25 billion (Section 2604(a)(2)(B)). Atthis
level all of theprovisionsspecifiedinthe Tier 1l alocation methodology arein place,
including the changein theformulafactors and the hold-harmlesslevel. Inaddition,
anew hold-harmlessrateisapplied. That is, for all appropriation levelsat or above
$2.25 billion, states that would have received less than 1% of atotal $2.25 billion
appropriation must be allocated the percentage they would have received at a $2.14
billion appropriation level. (This assumes the new percentage is greater than the
percentageoriginally calcul ated at theactual , $2.25 billion or greater, appropriation).
This hold-harmless rate ensures a state specific share of the total available funds.
The allocations to the states with the greatest proportional funding share increases
are then ratably reduced again, using the methodology described in the Tier 1l
discussion, until thereis no funding shortfall.

The application of the hold-harmless rate creates another layer of discontinuity
in the alocation rates. Column (d) in Table 1 reports the estimated allotment of
funds that each state receiveswhen the regular appropriationisat $2.25 billion after
the hold-harmless rate is applied. Column (€) reports the estimated allotment of
funds that each state receives when the regular appropriation is at $3.0 hillion.
Column (f) reportsthe estimated allotment of fundsthat each state receiveswhen the
regular appropriation is at $4.9 billion. Column (g) reports estimated allotment of
funds that each state receives when the regular appropriation isat $5.1 billion (the
amount authorized by P.L. 109-58).
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Table 1. Low-Income Home Energy Assistance Program (LIHEAP),
Estimated State Allotments for Regular Block Grants

($in millions)
Tier | Tier 11 Tier 111
Hypothetical Actual FY 2006
State $1.975 billion appropriation Just under
in FY 1984 $1.98% hillion $2.25 billion $2.25 hillion $3.0 billion $4.9 billion $5.1 billion
(@ (b) © (d) (e Q) (@
Alabama $16.963 $16.769 $24.328 $24.054 $47.024 $83.766 $87.205
Alaska $10.828 $10.704 $10.828 $11.392 $15.236 $24.976 $26.002
Arizona $8.203 $8.110 $11.765 $11.633 $22.741 $40.568 $42.233
Arkansas $12.943 $12.796 $18.564 $18.354 $27.589 $45.226 $47.082
Cdifornia $91.001 $89.963 $130.513 $129.040 $185.646 $304.322 $316.814
Colorado $31.729 $31.367 $31.729 $31.729 $34.080 $55.865 $58.158
Connecticut $41.392 $40.920 $43.320 $43.320 $57.941 $94.980 $98.878
Delaware $5.494 $5.431 $7.879 $7.791 $12.816 $21.008 $21.871
District of Columbia $6.428 $6.355 $7.115 $7.115 $9.516 $15.599 $16.239
Florida $26.840 $26.534 $38.494 $38.060 $74.406 $132.732 $138.181
Georgia $21.221 $20.979 $30.436 $30.092 $58.830 $104.945 $109.253
Hawaii $2.137 $2.113 $2.315 $2.315 $3.096 $5.076 $5.284
Idaho $12.376 $12.235 $12.376 $13.021 $17.416 $28.549 $29.721
Illinois $114.565 $113.259 $132.254 $132.254 $176.890 $289.968 $301.871
Indiana $51.872 $51.281 $51.872 $51.872 $65.427 $107.251 $111.654
lowa $36.762 $36.343 $36.762 $36.762 $36.762 $58.379 $60.776
Kansas $16.883 $16.690 $24.213 $23.940 $32.477 $53.239 $55.424
Kentucky $26.994 $26.686 $38.715 $38.278 $53.745 $88.102 $91.718




CRS11

Tier | Tier 11 Tier 111
Hypothetical Actual FY 2006
State $1.975 billion appropriation Just under
in FY 1984 $1.98% hillion $2.25 billion $2.25 hillion $3.0 billion $4.9 billion $5.1 billion
(@ (b) © (d) (e Q) (@
Louisiana $17.342 $17.144 $24.872 $24.591 $48.075 $81.718 $85.072
Maine $26.815 $26.510 $26.815 $26.815 $27.561 $45.180 $47.034
Maryland $31.693 $31.332 $45.454 $44.941 $80.121 $131.339 $136.730
M assachusetts $82.797 $81.853 $82.797 $82.797 $92.520 $151.664 $157.890
Michigan $108.770 $107.530 $108.770 $108.770 $116.941 $191.697 $199.566
Minnesota $78.363 $77.469 $78.363 $78.363 $78.363 $86.720 $90.280
Mississippi $14.543 $14.377 $20.858 $20.622 $40.316 $71.919 $74.871
Missouri $45.762 $45.240 $53.950 $53.950 $72.159 $118.287 $123.142
Montana $14.517 $14.351 $14.517 $15.273 $20.428 $33.486 $34.861
Nebraska $18.180 $17.973 $18.180 $19.127 $25.583 $41.937 $43.658
Nevada $3.853 $3.809 $5.526 $5.463 $10.681 $19.054 $19.836
New Hampshire $15.672 $15.493 $15.672 $16.488 $22.053 $36.150 $37.634
New Jersey $76.865 $75.988 $76.865 $76.865 $93.972 $154.044 $160.368
New Mexico $10.270 $10.153 $10.793 $10.805 $14.452 $23.690 $24.663
New York $250.974 $248.112 $250.974 $250.974 $276.436 $453.150 $471.752
North Carolina $37.403 $36.976 $53.643 $53.038 $96.371 $157.977 $164.462
North Dakota $15.770 $15.590 $15.770 $16.591 $22.190 $36.376 $37.869
Ohio $101.350 $100.195 $110.779 $110.779 $148.167 $242.884 $252.854
Oklahoma $15.592 $15.415 $22.363 $22.110 $37.856 $62.056 $64.604
Oregon $24.591 $24.311 $24.591 $24.591 $24.906 $40.828 $42.504
Pennsylvania $134.810 $133.273 $134.810 $134.810 $159.688 $261.769 $272.515
Rhode Island $13.629 $13.474 $13.629 $14.339 $19.178 $31.438 $32.728
South Carolina $13.472 $13.318 $19.322 $19.103 $37.347 $66.622 $69.357




CRS-12

Tier | Tier 11 Tier 111
Hypothetical Actual FY 2006
State $1.975 billion appropriation Just under
in FY 1984 $1.98% hillion $2.25 billion $2.25 hillion $3.0 billion $4.9 billion $5.1 billion
(@ (b) © (d) (e Q) (@
South Dakota $12.808 $12.662 $12.808 $13.475 $18.023 $29.544 $30.756
Tennessee $27.344 $27.033 $39.217 $38.775 $56.188 $92.107 $95.888
Texas $44.653 $44.144 $64.042 $63.319 $123.787 $220.822 $229.887
Utah $14.745 $14.576 $14.745 $15.513 $20.748 $34.011 $35.407
Vermont $11.747 $11.613 $11.747 $12.358 $16.529 $27.096 $28.208
Virginia $38.606 $38.166 $55.368 $54.744 $87.737 $143.824 $149.727
Washington $40.450 $39.988 $40.450 $40.450 $40.450 $61.477 $64.001
West Virginia $17.864 $17.660 $21.582 $21.582 $28.866 $47.318 $49.261
Wisconsin $70.538 $69.733 $70.538 $70.538 $70.538 $101.248 $105.404
Wyoming $5.903 $5.836 $5.903 $6.211 $8.307 $13.617 $14.176
Tota $1,972.33 $1,949.83 $2,219.19 $2,219.19 $2,968.18 $4,865.60 $5,065.33

Source: Congressional Research Service (CRS) calculations based on factors provided by the Department of Health and Human Services (HHS) in December 2005.

Notes: These estimatestakeinto account current law, which allows HHS to set aside funds out of regular LIHEAP fundsfor technical assistance and training, territories,
leverage incentive grants and Residential Energy Assistance Challenge (REACH) grants. Asaresult, an appropriation of $1.98 hillion is estimated to result in $1.950
billioninregular LIHEAP funds going directly to the states. Because $1.950 billion islessthan the hypothetical $1.972 billion that would have gone to the states under
the hypothetical FY 1984 appropriation, CRS estimates that these funds would be distributed under the Tier | formula.

a The $1.98 billion appropriation (column b) reflects the amount of regular LIHEAP funding in the Departments of Labor, Health and Human Services, and Education,
and Related Agencies Appropriations Act of 2006 (P.L. 109-149). The $1.98 billion represents the 1% cut in the $2.0 billion required by P.L. 109-148. As
aresult, both Training and Technical Assistance and the Leveraging/REACH funds were reduced by 1% in column (b). All other estimated allotments do not
reflect this 1% cut.
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Further Depiction of How State Allotments
Depend Upon Appropriation Levels

Figure 1 graphically illustrates state allotments for three “typical” types of
states over arange of appropriations from $0 to $5.1 billion. Inthefigure, thereare
three vertical areas. These areas separate the three levels of appropriations (Tiersl-
[11) that are triggers under current law and were explained in the previous section.
the figure also graphs the three basic types of states. Reading from top to bottom of
Figure 1, these three types of states are

e Hold-harmless level only states. These states are subject to only
the hold-harmlesslevel provision. They do not qualify for the hold-
harmlessrate because each state’ sshare of theregular fundsat $2.25
billion is greater than 1%. An example of atypical hold-harmless
level only stateis represented by the line that runs from $0 to point
G. The hold-harmless level is evident from point A to point F.
Here, despite increases in the appropriations level, the state
allotment remainsfixed. In Table 2 (located in the Appendix), these
are the states that have a "Y" in the "Subject to hold-harmless
level?" column and a "N" in the "Subject to hold-harmless rate?"
column.

e Ratable reduction states. These states are subject to a ratable
reduction. Their new formularateisgreater than their old, FY 1984,
rate. An example of these states is depicted by the line that runs
from $0 to point H. The ratable reduction is (somewhat) evident by
the curvilinear appearance of line segments BD and DH. Thereisa
small non-linear decrease at point D. This is attributable to the
increased shortfall onthedistribution of fundsthat the hold-harmless
rateimposes. InTable 2, these arethe statesthat havea "N" inthe
"Qubject to hold-harmlesslevel?" columnand a”N" in the" Subject
to hold-harmless rate?" column.

e Hold-harmless level and rate states. These states are subject to
both the hold-harmlesslevel and the hold harmlessrate provisions.
Anexample of atypical level and rate state is shown by theline that
runs from $0 to point I. The hold-harmless level is evident by the
fixed state allotment from point C to point E. However, the (subtle)
non-linear jump at exactly $2.25 billion signals that this state is
subject to the hold-harmless rate provision. After the allotment
jump at $2.25 billion, the state’ s allotment continues to increase (at
aratelower than the old rate, but higher than thenew rate). In Table
2, these are the states that have a "Y' in the "Subject to
hold-harmless level?" column and a "Y" in the "Subject to
hold-harmless rate?" column.
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Figure 1. Estimated Low-Income Home Energy Assistance Program (LIHEAP) Allocations at Various
Appropriation Levels for Three Types of States

$120

Tier Il hold-harmless level

A

Tier | >

A

G

Tier Il hold-harmless rateﬁ—b
$100

Hold-harmless
level only state

A

$80 1

$60
Ratably reduced
state

State Allotment
($in millions)

Hold-harmless
level and rate

state
$40

$20 1

$0

$0 $1,000 $2,000 $3,000 $4,000 $5,000
Appropriation
($ in millions)

Source: Figure created by Congressional Research Service (CRS) calculations using allotment rates provided by the Department of Health and
Human Servicesin December 2005.
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Components of the New Formula Rates
(Used in Tiers Il and III)

As mentioned previously, when Congress considered a new formula for
distributing LIHEAP funds in 1983 and 1984, one of its concerns was the
appropriateness and timeliness of the data used informulacalculations. At thetime,
the energy information used to calculate state allotments was not the most current
dataavailable.®® For example, theformulaused the changein cost of energy between
1978 and 1980, but did not take account of increased costs after 1980. In fact, the
formula factors were fixed rates, and the LIHEAP statute at that time had no
provision for allowing newer information to be incorporated into the determination
of state allotments.

Current law requiresHHS to “ determine the expenditure for home energy by
low-income households on the basis of the most recent satisfactory data available.”
Developed by HHS, thisformulaaccountsfor variationsin heating and cooling needs
of the states, the types of energy used, energy prices, and the low-income popul ation
and their heating and cooling methods.

Thenew formulaisacomplex aggregation of four major groupsof state-level
data, which attempts to capture the expenditures of low-income households for the
most current year possible.

e Average Annual Heating and Cooling degree days by state. A
heating degree day measures the extent to which a day’'s average
temperaturefallsbelow 65°F and a cooling degree day measuresthe
extent towhich aday’ saveragetemperaturerises above 65°F. This
information is collected by the National Oceanic and Atmospheric
Administration. For example, aday with an average temperature of
40°F resultsin a measure of 15 heating degree days; a day with an
average temperature of 80°F results in a measure of 15 cooling
degreedays. A state' sheating and cooling degree data are weighted
by populationinthestate. Averagesover 30 yearsalso are measured
and are taken into account by the formula. The datafrom 2002 are
used to represent “current” climatic conditions that would cause an
increase or decrease in energy needs.

e Residential sector energy price projections by fuel type in nominal
dollars. Theseprojected pricesfor fuelsincludefuel oil, natural gas,
electricity, kerosene and liquefied petroleum gas. Regional energy
price variation can be significant, and the formula takes expected
expenditure differencesinto account. Thisinformation iscollected
by the Department of Energy’ s Energy Information Administration
(EIA) and published in the State Energy Price and Expenditure
Report. The price data are from 2000 and are used to calculate
“current” home energy expenditures.

2 Report of the Committee on Energy and Commerce (H. Rept. 98-139, Part 2), to
accompany H.R. 2439, May 15, 1984, p. 13.
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e Residential energy consumption by fuel source, for heating and for
cooling by BTUs. Thereissubstantial variation by state and region
on the distribution of types of energy used for home consumption.
Fuel oil, natural gas, electricity, and kerosene consumption dataare
collected in the State Energy Data Report from the EIA. Data for
coal, wood, and liquefied petroleum gas are collected in the
Combined State Energy Data System by the EIA. The consumption
data are from 2003.

e The number of heating and cooling units by fuel source and the
number of low-income househol dsby fuel sourcearecal culated from
Censusdataby the Bureau of the Census, Department of Commerce.
The ratio of low-income household energy consumers used to
calculate“current” low-income home energy expenditures are from
1999. Low-income households are those whose income is the
greater of 150% of poverty or 60% of state median income.

Although the underlying formulafactorstoday are frequently revised as new
information becomes available, many components that comprise the current law
formulafactors are as out-of-date as the factors used in the old formulawerein 1983
when there was a push to incorporate newer (price) information.

Other CRS Reports on LIHEAP
CRS Report RS20761, LIHEAP and Residential Energy Costs, by Bernard Gelb.

CRS Report RS21605, Low-Income Home Energy Assistance Program (LIHEAP):
Formula and Estimated Allocations, by Julie M. Whittaker and Libby Perl.

CRS Report RL31865, The Low-Income Home Energy Assistance Program
(LIHEAP): Program and Funding, by Libby Perl.

A variety of congressiona distribution memoranda on estimated state
allotmentsat various appropriationsexist. Please contact Julie Whittaker for further
information.
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Appendix

Table2 presentsasummary of significant LIHEAP ratesand triggersfor each
state. Column (@) liststhe*old” formulafactor percentagesthat states receive when
the appropriation level isbelow the hypothetical FY 1984 appropriation. Column (b)
lists the “new” formulafactor percentages that were calculated in December 2005.
Asmentioned earlier inthisreport, current law requiresthat these* new” percentages
be applied to state allotments, regardiess of the appropriation level. However,
because of the hold-harmless provisions, some (if not all) states do not actually end
up with astate allotment that mirrors this percentage.

Column (c) demarcates whether a state, given current law, would be subject
to the hold-harmlesslevel provision (marked witha®Y”). Theseare statesthat have
a“new” percentage rate that is lower than their “old” percentage rate. Column (d)
liststhe dollar value of the hold-harmless level for those states (dollars are reported
inmillions). Column (e) lists whether a state would be subject to the hold-harmless
rate provision (labeled“Y”). These are statesthat would havereceived lessthan 1%
of atotal $2.25 billion appropriation and arethen all ocated the percentage they would
have received at a $2.14 billion appropriation level. (This assumes the new
percentage is greater than the percentage originally calculated at the actual, $2.25
billion or greater, appropriation). Column (f) lists the rate that would be used for
those “hold-harmless rate” states for appropriation levels at or above $2.25 hillion.
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Table 2. Low-Income Home Energy Program (LIHEAP):
“Old” and “New” Allotment Rates by State, FY2006

Subject to Hold- Subject to
hold- har mless hold- Hold-
har mless level harmless | harmless
“Old” “New” level? (millions) rate? rate
State (@) (b) (c) (d) (e) ®)

Alabama 0.86% 1.72% N — N —
Alaska 0.55% 0.37% Y $10.828 Y 0.51%
Arizona 0.42% 0.84% N — N —
Arkansas 0.66% 0.93% N — N —
California 4.61% 6.25% N — N —
Colorado 1.61% 1.15% Y $31.729 N —
Connecticut 2.10% 1.95% Y $41.392 N —
Delaware 0.28% 0.43% N — N —
District of Columbia 0.33% 0.32% Y $6.428 N —
Florida 1.36% 3.58% N — N —
Georgia 1.08% 2.45% N — N —
Hawaii 0.11% 0.10% Y $2.137 N —
Idaho 0.63% 0.33% Y $12.376 Y 0.59%
Illinois 5.81% 5.96% N — N —
Indiana 2.63% 2.20% Y $51.872 N —
lowa 1.86% 1.20% Y $36.762 N —
Kansas 0.86% 1.09% N — N —
Kentucky 1.37% 1.81% N — N —
Louisiana 0.88% 1.68% N — N —
Maine 1.36% 0.93% Y $26.815 N —
[Maryland 161% | 270% | N — N —
[Massachusetts 420% | 312% | VY $82.797 N —
[Michigan 551% | 3.94% Y $108.770 N —
[Minnesota 3.97% | 178% Y $78.363 N —
[Mississippi 0.74% | 1.54% N — N —
[Missouri 2.32% | 2.43% N — N —
Montana 0.74% 0.39% Y $14.517 Y 0.69%
Nebraska 0.92% 0.54% Y $18.180 Y 0.86%
Nevada 0.20% 0.46% N — N —
New Hampshire 0.79% 0.54% Y $15.672 Y 0.74%
New Jersey 3.90% 3.17% Y $76.865 N —
New Mexico 0.52% 0.49% Y $10.270 Y 0.49%
New York 12.72% 9.31% Y $250.974 N —
North Carolina 1.90% 3.25% N — N —
North Dakota 0.80% 0.21% Y $15.770 Y 0.75%
Ohio 5.14% 4.99% Y $101.350 N —
Oklahoma 0.79% 1.28% N — N —
Oregon 1.25% 0.84% Y $24.591 N —
Pennsylvania 6.84% 5.38% Y $134.810 N —
Rhode Island 0.69% 0.61% Y $13.629 Y 0.65%
South Carolina 0.68% 1.42% N — N —
South Dakota 0.65% 0.27% Y $12.808 Y 0.61%
Tennessee 1.39% 1.89% N — N —
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Subject to Hold- Subject to
hold- har mless hold- Hold-
har mless level harmless | harmless
“Old” “New” level? (millions) rate? rate
State €) (b) (© (d) (e) )
Texas 2.26% 5.75% N — N —
Utah 0.75% 0.55% Y $14.745 Y 0.70%
\V ermont 0.60% 0.36% Y $11.747 Y 0.56%
\Virginia 1.96% 2.96% N — N —
\Washington 2.05% 1.26% Y $40.450 N —
\West Virginia 0.91% 0.97% N — N —
\Wisconsin 3.58% 2.08% Y $70.538 N —
\Wyoming 0.30% 0.20% Y $5.903 Y 0.28%

Source: Congressional Research Service (CRS) calculations based on factors provided by the
Department of Health and Human Services (HHS) in December 2005.

Note: Theactual proportion of total regular funds each state receives at funding levelsabove $1.975
billion may differ substantially from the calculated new formula rate due to the hold-harmless
provisions and the ratable reductions to cover the budgetary shortfall from the hold-harmless

provisions




