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THE WHITE HOUSE

WASHINGTON

April 11, 1979

_ MEMORANDUM FOR_THE PRESIDENT

FROM: BOB LIPSHUTZ (% ] ,

RE: - Executive Ordér Establishing The
President's Commission on the Acc1dent
at Three Mlle Island

Attached is the Executive Order eStablishing the Commission:
on the Accident at Three Mile Island.  You have previously

- seen the language describing the Commlss1on S functlons.

'The Order contemplates that fundlng w1ll be prov1ded by

3 DOE and HEW,. both of’ Wthh agreed to furnlsh funds.

"Justice. and OMB have approved this Order, and we recommend
that you 51gn it. o

Approve " . Disapprove f,ihl
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EXECUTIVE ORDER

PRESIDENT'S COMMISSION ON THE ACCIDENT AT
THREE MILE ISLAND

By the authority vested in me as President by the
Constitution of the United States of America, and in order

to provide, in accordance with the provisions of the Federal

AdVisory Committee Act (5 U.S.C. App. 1), an independent
forum to investigate and explain the recent accident at the

' nuclear power facility at Three Mile Island'in Pennsylvanié;

it is hereby ordered as follows:

'1-1. Establishment.

1—101. There is established the President's CBmmission_

- on the Accident at Three Mile'ISiand}

1-102. The membership of the Commission shall be

composed of not more'than'twelve'perSOns'appOinted by'£hé

President from among citizens who are not full time officers .

or employees within the Executive Branch. The President -

'shall_designate a.Chairman from among the_members‘of the

Commissioh._
1—2.V1Fﬁnctions.

1-201. The Commission shall cbﬁduét_é compréhen§ive
study and investigation of the recent accident invdlvingiﬁhe

nuclear power facilify on Three Mile Island in Penhsylvania.>

The study and investigation shall include:

_(a)' a technical assessment of the events and their
causes;
(b) an analysis of the role of the managing‘utiliﬁy;',

-

(c) an assessment of the emergency preparednessfand

response of the Nuclear Regulatory Commission and other

Federal, state and local authorities;




(d) -an evalﬁation of the Nd%lear Reéulateryiéemmis— fl
“sion's licensing, ihspection, operation aha enfo;cemeht ->
-procedures.as applied to this facility;
(e) an assessment,bf how the bubliefs;right to
infotmation concerninglthe.events at‘Three Mile Island
was served and of the steps which shoald.be'taken durihg
. similar emergencies to provide the public with aceurate, 3
comprehensible and'timely“ihfermation; and o |
(f) appropriate recommehdations baSed’upoh.the Com—
mission's findings. | | - |
1-202. The Commission shall prepare‘and ttansmitlto »
the President_and to the Secretafies ef'Energy ahd_Health,
Education and Welfare aifinal.reportief its findings.and
recommendations.i' o o

1-3. " Administration.

l-301.' The Chairman_of“the;Coﬁmissien is‘authorized te[i
:appoint and fix the compensatieh ofia'staff.ef sueh peisohsi'
as may be necessary to discharge the Comm1s51on s respons1-
bllltleS, subject to the applicable prov151ons of the Federal.lfg
Advisory Committee Act_and Title 5 of the United States i;f?'
Coaé; . : L T j s. o
l 302. To the extent authorized by law ana requested -

.:.by‘the Chairman of the Comm1551on, the General Serv1cesi_.“
Administration shall provide the Comm1s31on_w1th necessary;_:j
-administrative serviees, facilities, and sﬁppett oh'a ;'
reimbufsable-basis. | | | |

- 1-303. The Department of'Energy and‘theehepartment;Ofl
‘Health Education and Welfare shall toithehektehtléermitted
by law and. subject to the availability of funds, prOVide the -
Comm1551on w1th such facilities, support, funds and serv1cesr

including staff, as may be necessary-fo: the effective

performance of the Commission's functions.




l—304.> The Comm1ss1on may request any Executive’ agency
to furnish such information,,advice\or assistance as~it .
~deems necessary to carry out'its functions. Each such.‘
agency is directed, to_the eXtentfpermitted by 1aw,vto*
furnish such information, adv1ce or as51stance upon request
by the Chairman of the Comm1551on._
| 1-305. Each member- of the Comm1551on may recelve
compensatlon at the maximum rate now or hereafter prescrlbed
by law for each day_such member is engagedlln_the,work ofi |
‘the Commission. Each member may also receiveltravei expenses!._:
including per diem in lieu of subsistence.(S ﬁ.S.C. 57Q2'andA,
5703). | B R

1-306; The_functions of"the Presidentonnder the.‘
Federal Advisory Committee‘Act whioh are applioable to:the
Comm1ss1on, except that of reportlng annually to. the Congress,

shall be performed by the Admlnlstrator of General Serv1ces.

7'lf4, Final Report and Termlnatlon.

1440i; The flnal report requlred by Sectlon l 202 of
thlS Order shall be transmltted not later than six months
from the date of the Commission's flrst meetlng.- |

l 402. The Comml sion shall tﬂrmlnate two months after_;A

the transmlttal of 1ts final report.

THE WHITE HOUSE
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THE WHITE H'ou‘sE ﬂ'd/""'
WASHINGTON

April 10, 1979 /ﬂ(fyﬁ ‘7

I Ma ’/,W"

P e

| o
MEMORANDUM FOR THE PRESIDENT l"

FROM: JACK WATSON M \ ”"/l:v/ "4)
GENE EIDENBERG 6/9“‘0/

SUBJECT: Three Mile (sland Presidential Commission '

The Working Group considering nominees for Commission:
membership has a slate of nominees for your consideration.

" The Working Group, chaired by Gene, included Frank Press',

Zbig's, Arnie's, and Lipshutz' offices as well as CEQ
and OMB. In addition, Gene and I consulted with Griffin
Bell, Joe Califano, Jim Schlesinger, and Doug Costle.

The Working Group tried to stay within your guidance of
appointing a Commission of 7 - 9 members. However, I

am strongly recommending an 1l member body. I believe
there will be more public interest in this Commission than
in any Presidential Commission since the Warren Commission.
Within limits, it is far more important to have a proper
range of skills and perspectives represented on it than it

is to limit the size of the Commission to an arbitrary
number.

Before listing particular names the following background
information may be helpful:

-- While avoiding people with extreme views on the
general question of the desireability of nuclear
energy, it became apparent that it is very hard
to find people with technical qualifications who
are not viewed as either proponents or skeptics
on the question of making reactors safe. Therefore,
the Working Group recommends that two people be

selected from the nuclear englneerlng and science
community;
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-- It is also important, in our view, that public
health, environmental and general scientific ex-
" pertise be reflected in the Commission's composition;

—-— Both business and labor have deep interest and
concern with issues raised by the Three Mile Island
accident. We believe it will be particularly use-
ful to have someone with large systems management
experience in a high technology area;

~—- We believe it is important'to represent state goVérn—“
: ment in the Commission's work;.

~—- We have ‘also judged it important to have both a
citizen from the Harrisburg area and minority
representation on the Commission.

-~ Finally, someone with legal and national governmental
experience would add an important dimension to the
Commission.

We recommend the following (all have3égreed to serve,
if asked): _ -

NUCLEAR ENGINEERING AND SCIENCE - both to be appointed.

@ Thomas Pigford. a% Nuclear Engineer, University of
California-Berkeley. Highly
regarded for his technical ex-
pertise, he is viewed as 'pro'
nuclear.

@Theodore Taylor M Prominent atomic physicist cur-
rently living in Maryland. His
most recent institutional affilia-
tion was with the Center for
Environmental Studies at Princeton.
He is viewed as a skeptic on reactor
safety questions, but is not viewed
as anti-nuclear. Long time with Los
Alamos Laboratory designing nuclear
weapons. For past decade has been
working on non-proliferation ques-
.tions and nuclear safety issues.

Is a "concerned scientist."

Electrostatic Copy Made
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MEDICINE

(::) Paul Marks dtz Vice President for Health Sciences
~ at Columbia University in New

York. Very highly regarded with
broad concerns and interest in
public health questions. ' Medical
specialty is hematology with focus
on effects of radiation on blood.
Has served on numerous boards and
commissions. Member of Institute
of Medicine and National Academy
of Science.

STATE GOVERNMENT - One Governor to be selected.

Harry Hughes Maryland. Willing to do this if
it will be helpful to you. Former
' state legislator, and State Secre-
Z¢D v o tary of Transportation before
election to .the governorship. He
— is a lawyer.
ruce Babbitt &Z‘E Arizona. Has expressed deep
'interest in serving on this Com-
mission, if asked. Bruce is a
thoughtful man with an M.A. in
Physics and a Law degree from
Harvard.

You cannot make a mistake with either Governor Babbitt or
Hughes. We recommend Hughes simply because we believe
there is greater political benefit to you in selecting

the Governor of a major industrial state over a Western
rural state.

Governor Hughes

Governor Babbitt : L/// ‘537”/’
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BUSINESS

Patrick Eugene Haggerty Recently retired Chairman of
Texas Instruments. Undergradu-
’¢é ate degree in electrical engineering
and has a law degree. Obvious ex-
‘perience in high technology industry
and major systems management. Is
an identified Republican.

LABOR - One to be selected.

Lloyd McBride d1£ President of the United Steel
Workers. The Steel Workers

have a long record in advocating
worker and occupational safety
which is the central labor interest
in this Commission's work.

Robert Georgine President of the Building and

Construction Trades of the AFL-CIO.
The Building and Construction

Trades represent the workers who

are principally involved in building
reactors. They also represent
workers who help operate them.
Landon feels strongly that Georgine
~should be appointed. He has been

.a friend on major issues.

There are serious risks in appointing Georgine. The
environmentalists will react strongly to having a union
represented that has taken the strongest, and most con-
sistent, position advocating expansion of nuclear energy,
i.e., Georgine and his union strongly support the Clinch
River Breeder Reactor program. In addition, his union
has been visibly involved in financing campaigns to fight
state moratoria on building reactors. We recommend Lloyd
McBride whom Landon finds acceptable as a second choice.

Lloyd McBride V/// /

Robert Georgine
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LEGAL/GOVERNMENTAL

Harry McPherson

&

ENVIRONMENTAL

Russell Peterson

GENERAL/SCIENTIFIC

John Kemeny

Cora Marrett

Former Assistant Secretary of
State for Cultural Affairs and

. Counsel to President Johnson.
McPherson is currently in the
private practice of law in D.C.
He is highly respected on the
Hill and his presence on the
Commission would, we think, be
reassuring to many members of
Congress. McPherson is the kind
of person with whom we could talk
informally as the Commission's
work proceeds.

Former Republican Governor of
Delaware. Chairman of President
Ford's Council on Environmental
Quality and currently serving as
President of the Audubon Society.
Trained as a chemist and employed
by DuPont earlier in his career.

President of Dartmouth College,
distinguished mathematician and
philosopher. Kemeny was a student
of Einstein's and served at Los
Alamos as a mathematician earlier
in his career. He is a naturalized
citizen, born in Hungary, and
devoted to the United States.

Professor of Sociology at the
University of Wisconsin. Dr.
Marrett, a black scholar recommended
by the American Association for

the Advancement of Science. She
currently serves on the Naval
Research Advisory Committee and

gets high marks for her contribu-
tion on a committee concerned with

a technological research agenda.
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AREA RESIDENT

Ann Trunk il{%?‘ Resident of Middletown, Pa. A
44 year old housewife, married
to a mechanical engineer on the
faculty of Pennsylvania State
University in Harrisburg. Mrs.
Trunk has six children and hers
was one of two families to stay on
her block during the crisis. She
is non-partisan in her politics,
but active in community affairs.

CHAIRMAN

We recommend John Kemeny to serve as chairman of the

Commission. He is a man of impeccable scientific creden-
tials. He fully understands the magnitude of the assign-
ment he would be undertaking. He has no public record on

the nuclear energy debate, but privately reports that

he hopes there is a role for nuclear energy in the future.
His brilliance, sincerity and loyalty to the United States
will illuminate his service as chairman of this Commission.
We believe he will project precisely the kind of image

you will want, and need, in this sensitive and important
role.

-
Approve Kemeny as Chairman. y// ‘g;p

Disapprove Kemeny as Chairman

CONCLUSION

You may wish to appoint Archibald Cox to the Commission.
He would be a worthy choice, and our checks indicate that
he is not identified with any strong public position (pro
or con) on nuclear energy. However, if you decide to
appoint Mr. Cox, we believe he should be substituted for

one of the other nominees, and we do not recommend that
action.
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Finally,
on these
of them,
morning.

Bob. Lipshutz is having the FBI do a file check
nominees. If there are any problems with any
we will have substitutes to suggest in the
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THE WHITE HOUSE

WASHINGTON

April 9, 1979 = ( ’
—

MEMORANDUM FOR: THE PRESIDENT

FROM: STU EIZENSTAT !S‘VL

CHRISTOPHER EDLEY

SUBJECT: Energy and the Poor -- Memorandum
From Graciela Olivarez

Director Olivarez has forwarded an ambitigpus $3.2 pillion
proposal to assist low income and elderly n meeting

. their household energy needs. An assessment eeds was

done by the Department of Energy's Fuel 0il Marketing Advisory
Committee; detailed staff work continues at CSA and DOE.

In brief, the plan would:

—— include all families below 125% of the poverty
line;

—-—- offer some aid when household fuel costs excede

10% of income, and total relief from costs over
30% of income;

-- operate through a vendor line of credit system

generally, with a special system for tenants who
pay no direct fuel bills.

With OMB, we have launched an interagency process to frame
specific recommendations to you concernin e low income
assistance component of the energy
group, which includes CSA, is usin $750 million\planning
guideline, based on an estimate of the 2 i e necessary
to alleviate the incremental costs associated with this
particular decontrol action. The CSA program is a broader
response to high energy costs.

Rather than aggressively pursue a costly major new income
maintenance program at a time when budget pressures are so
severe, we recommend that CSA continue to play a role in
interagency deliberations. It may also be appropriate to
give a special look at CSA's energy-related program during
the spring budget preview.
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Commumty WASHINGTON, D.C. 20506 C
Services Administration

I

d APR 1973

MEMORANDUM FOR THE PRESIDENT

The decision you are facing concerning deregulation of

0il prices, restriction of energy consumption and the
effects of price increases announced by OPEC are difficult
and unpleasant. As you know, I am most concerned about
poor households which cannot afford essential energy.

Many of the poor and elderly on fixed incomes will not be
helped by rebate proposals. Increases in existing

income transfer programs will not reach most of those

in need. A comprehensive and balanced new energy policy

requires that the special needs of the poor and elderly
be recognized and addressed.

As I indicated in my February 5, 1979, memorandum to you,
CSA has been working with the Department of Energy in the
development of options for energy subsidy based on income
indexing which we feel could provide needed assistance
without creating a disincentive for energy conservation.
Such a program would require poor households to pay part
of their energy costs, while assuring that the cost of
essential energy usage would not exceed a realistic
percentage of household income. Usage would be based on

a "morm" that reflected a non-wasteful lifestyle, and the
level of assistance would equal the cost of such usage
less a percentage of income. 1In this way, actual usage,
if less than the norm, would mean savings for the household
rather than a reduction in assistance. Such a program would
create a genuine incentive for conservation, while at the

same time providing assistance necessary to meet essential
energy needs.

The program option which CSA and DOE have been preparing
can be an attractive element of any new energy policy.

It would require only a few modifications to become a
comprehensive, efficient and humane response to the
essential energy needs of the poor and elderly and it would
have the added plus of promoting energy conservation. The
additional criteria which must be met by an income indexing
energy subsidy program include:

Electrostatic Copy Made
for Preservation Purposes



-- a program should make use of existing social

program networks for outreach, certification of

~eligibility, .and monitoring, and should use to.:.the
fullest advantage the existing networks of energy
supply and distribution as the providers of assistance.
In this way the need for new and expensive bureaucratic
structures will be minimized, and the financial trans-
action will be in the hands of energy providers who
have .a strong 1ncent1ve to make sure the program runs
eff1c1ently

-- the assistance must be provided through a reduction
in the household bill at the time the household is.
required to pay for fuel or utility service. The
poor do not ‘have the resources to pay high energy
prices in anticipation of a rebate.

-~ a program must also make the opportunity for

conservation available to the poor, who otherwise
cannot afford to take the measures needed to reduce -

consumption. There needs to be a comprehensive

program of subsidy combined with home energy audits,

conservation education, weatherization, advocacy,

and development of low-cost alternative energy

‘ -technologles Otherwise the needs of the poor and

the growing population of elderly in the face of .
rising energy costs will be an 1ncrea31ng,1ntolerable
burden on federal resources. Also, CSA should continue
to operate a Crisis Intervention Program at the

reduced level you have proposed for F.Y. '80.

-- a program must deal with the special problems of
renters. A workable. program must be. developed that
will assure that low income tenants recéeive needed
income and conservation assistance and that landlords
will improve the energy efficiency of their properties.

I have attached a copy of the program option which has
been developed. I am prepared to assist you and will
commit the resources of this Agency in. a331st1ng you
to regplve this difficult problem

— /\/
Gr tiela (Grace)‘6iff§%:f%ii:>

Director
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THE WHITE HOUSE
WASHINGTON

e

4/11/79
Mr. President:

Comments from OMB and CEA
on the CSA proposal will be
included in the interagency
package, to be forwarded to
you in the next several
weeks.

Rick



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

APR 1.0 1979
MEMORANDUM FOR:  RICK HUTCHESON
FROM: " John P. Whitgl/t__

SUBJECT: Energy Needs for the Poor and Elderly

A working group including CSA (with Treasury, DOE, HEW,
Agriculture, DPS and OMB) is developing within the next
two weeks the proposal to back up the President's
statement on o0il ‘decontrol relief for the poor. Therefore
the Olivarez memo, in my opinion, should not go separately.



THE WHITE HOUSE

WASHINGTON

April 9, 1979

MEMORANDUM FOR: RICK HUTCHESON

FROM: STU EIZENSTAT
CHRISTOPHER EDLEY
BILL SPRING '

SUBJECT : Olivarez Memorandum on Energy and
the Poor

We think the CSA cover memorandum should go in for two
reasons.

First, an earlier memorandum from Graciela on energy was not
submitted, and she may become concerned that her access is
overly restricted. -

Second, her memorandum poses a basic question as to whether
the income assistance provisions in the energy package

should be on a grand scale or on the more modest level which
we are pursuing in an interagency task force. If we wait to
submit the expensive CSA think-piece along with more detailed
modest proposals, it will do a disservice to Graciela's
strong interest in raising the question of broad relief at

an early stage in the process.



Low-chome Energy A551sta“ce

a Proflle of Neﬁd and Pollcy Ootlons

A Worklng Paper‘

: of the Fuel 0il Marketing Adv1sory Commlttee of

. the U. S..uesartmenb of unérgy

~
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" March 19, 1979

B MEMORANDUM FOR HAZEL ROLLINS :
ijEPUTY ADMINISTRATOR
ECONOMIC REGULATORY ADMINIQTRA

FROM: ANTHONY MAGGIORE, JR.. g/27
~ CHAIRMAN, SUBCOMMITTEE ON ENERGY
. "ASSISTANCE PROGRAM -

FUEL OIL MARKETING ADVISORY COMMI;TEE
DEPARTMENT OF ENERGY '

 SUBJECT: . LOW-INCOME ENERGY ASSISTANCE

Attached for your review is a draft of the Fuel 01l Marketing
Advisory Committee paper "Low-Income Energy Assistance: A '
Profile of Need and Policy Options." The Committee has
often expressed its concern regarding the increasing inability
of the poor and disadvantaged of our .country to pay for their
fuel bills. That concern has translated itself intc the
worxings of a snecial Subcommittee which oroduced this

Daper. ' o ' o

"It 1s important to stress that thils working paper 1s draft
in nature, and that thes Committee will continue to devalop
1d refine this document. ‘However, even 2t this sarly stage
n.its develcgment, w2 wanted to share a copy with you.
Vo't reviaw and any :ecuﬂwenuat101o tqat you may have will
be greatly aporec1ated ‘ o :

Attachment
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EXECUTIVE SUMMARY

This docdment reoresents’the effofts~of the Fuel Oiid
ﬂa:keting Ad&iSOFy‘Coﬁmittee (FdMAC)‘of the Departme t of anergy’
(ﬁCE)‘to reoommend'a pfogram design‘to deal with the proolems
of.iow;incomeiand'elderly persoas in obtaining aad,b |
'oorcbasingiessehtial homefehergy'supplies;-?

A

During the past-heatiog season, this Committee, composed of
a}consume%s1 refiners, wholesalers, retailers,'and state

' government“rep:esentatives became'increa51ngly-aware_of""
the probiems.oonﬁrohtihg low-inoohe and-eldeflyvpersons
.iadobtaining.neoessafy,hoosehold'eherdy; A subcommittee
'.-wassapoointed byithe:Chairman of the'FOMAC toldeQelop a needs
'asseSSﬁent and a,prograﬁ7design4£ailored_to meet identified
needs. Ihe foll.Commiteee }evieWed Ehe‘ﬁork‘of the
subcommittee add agfeeddthatdthe-following d:aft'represehged
a valid~aépr0aeh'to'thevérobiems’o? low—income:persons » |
hand would De. presentea co the_Department offEnergy for

consmeration .

 The .assessment of need amongdlow—income families foﬁ
energy assistance addresses three broad topicsi
‘s The impact, in dollar terms, of the fising

cost of home-energy since 1972 on low-income.
jfamilies.

e The’ existence of a mandate for a program to redress
the harm caused the poor by the cost increase.



Overall,

. @

The ""ec1:1c economic factors in the market—
" place that make energy cost burdens partlcularly
onerous for the poor. o A

the Needs Assessment document finds that:

At current U.S. energy price’levels, the
average. low-lncome household spends
approx1mately 30 percent of its annual
1ncome on energy.

In l978 alone, rlslng energy costs in. the

U.S. caused ‘low-income households to suffer a loss

.in purchasing power . of more than 8 billion dollars,
over and above that which they would have 'suffered
if energy costs had risen at the rate of 1nflatlon.

ately large effects on their 1ncome" due to energy
prlces. : o S

'Poor“in.certain regions of the country bear -

a particularly harsh, and dlsoronortlonate,
ourden in paying for energy use.

Structural factors in the energy pricing and-
delivery- system work agalnst the low—lncome _
user. . S

The quality of the poor's housing stock
further penalizes them in their efforts ro cut
energy costs.

The average total income of the poor household

-has decreased in real terms since 1972, making the
acquisition of adequate energy for thlS group
more dlfflcult

Reduction in costs through conservation is’

extremely difficult for poor households, who

are often already using energy at lower levels
han mlght oe con81dered safs or healthy.

;There is a spec1f1c federal mandate for an energy c
policy that protects the poor from "disproportion-



3
s The ability to offset increased energy costs
" .. through product substitution. in the marketplace
“is lower for energy than for any other necessrtj
good utlllzed by poor households. ' :
The Commlttee belleves that actlon must be tax to alleviate‘
the burden placed upon the poor caused by thlS comblnatlon"
'of factors. The Commlttee S consensus is’ that coverage
of such a orogram should be based on ‘the follow1ng crlterla-'z.r
K 'Ellglblllty should be determlned on the basrs of
a household's needed energy, cost of such energy
and total annual household energy costs as . a
percentage of annual household income.
® The low—income pooulatlon should be resoons1ble for
payment of a portion of fuel costs. Assistance should
- 'be provided for energy costs whlch exceed a certailn
: percentage of income.
-These crlterla, the Commlttee felt, would ensure that
within the context of limited eligibilitv, the program
would provide the most help for those most needv. It would
o ensure thatvthose receiVinc'aid wers those low-income
housenolds wnose burden dte to energy'costsvwas most

onerous o

‘The Commlttee felt that w1th1n these des1gn parameters, the,
mlnlmum group for whlch the program should prov10e as=1stance
should e-those nousehold w1*h total annual income le’

than 125 percent of federal ooverty levels and who dre spend- .
ing more than 10 oercent of their annua1 household income‘_p

on energy.
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The Coﬁﬁi ee S 1n1t1al co:t‘estlmatevror ajprogram of this
siae, 1nclud1ng lO perc ent cf total budget for administra+‘
;tive costs,_ls‘approx1mat y $3.2 bllllon at a 75 oercent
oart1c1patlon level If necessary, the 51ze of the orogran
Ticould be decreased bv puttlng a dollar llmlt on ‘the amount»

vof as51stance avallable to any 31ngle household 'The:'

jCommlttee recommends a SSOO per re51oence fundlng celllng

The Commlttee sought to 1ncorporate the follow1ng flve
crlterla in its prellmlnary de51gn for a plan to-
,1mplement the above outllned goals-
o Equity’t Benefits should Vary directly with -

" need. " Both horlzontal and vertical eoulty

-'should be addressed

° :Conservatlon: _The provision of benefits
© should discourage.exce551Ve use Of =2nergy.

9 'a_tlclencv of Adminiztration: Administratives
~ costs should be held to a minimum while adeotacelv
Servwnq the r ec1olenta of assistance.

9 Ass stance should bpe prov1ded beiore: tne onset
: of a crrsxs.'

o The program.should be'rlexlole enough to
adapt to market changes.

Qr
’..4.

th

After 2xamination 9£f many: £arent program dea:

Vo)
(t)

igns,

tne Committee hasudecided that an income-indexing
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progran 1s tne oest cn01ce in-terms of 1nplement1ng the

‘ .Commlttee S ellglOlllty and orogram desrgn crlterla.fv'

CIt'is also the most efflclent 1n’terms ofvmeetlng the

-

'five,criteria'noteasabeve. ‘The following details of thet

- program were agreed upon:

@ Provision of assistance to low=income peovle
‘'should be implemented through a vendor line
of credit established with the: rec101ents
pr1n1c1p1e energy suooller.

@ There must be a spec1al portlon of the
program designed to meet the needs of renters
who do not vay their own utility-bills, and who
are thus unable to take’ dlrect advantage of llne
of credit aSSLStance.v
en‘Conservatlon lncentlves must be bu11t 1nto the
- program through the financial assistance formula
.as well as through. integration of energy audits,
" weatherization, and consumer education Drograms
"into the overall program design.
Three;agencies'were ccnsidered by the Committee for
administration of the:program{féacﬁ;was*thonght“
-to‘invOlve_different Strengths and_weaknesses; -The
agenciss cited were the_Degartmentiof dousing and Uroan
"Development; the Social Security Administration of

HEW, and the Community-Services Administrat;on..

The Committee consideredvseveral different options for -

program funding. These were:

1113
1

TT4
? v

ta

(o8

zation 0f a portion of the oil import
£. - '

"1
rnr‘

oA.Utlllvatlon of a oortlon of a crude oil
~equalization tax.

oy

3-
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‘@ Utilization of the refiner rebates to
the DOE resulting from prosecutlon of
refiner overcharges : .

9 Vundlna from general revenues

° Utlllzatlon of a.value added "Btu tax" ba"
,'all energy. ' ’

o'.Utlllzatlon of a oortlon of the Federal
gasoline tax.

Aftereeafeful'eonsideratien,‘tne Commiﬁtee rejecﬁedftne
‘flrse 3 ootlons as _being. 1necu1table, legally and
polltlcally unsound and 1ncaoable of generatlng the
1'proad~base of support necessa:y to_ensure the programfs
suceess; dfne‘Cemmittee felt tnetlthe-fdurth option --
‘.genepai'revenue‘funds_—- was the most equitanle but
elso-favotednfull-expld;ation end'deveiepment'of the
_1at£ef.two7options}‘ It also fecommended'tnat”fu;ther 
'suggeStions:bebsought andifurtnef data'collected regardingd

‘potential sources of program funding.

The Committee believes that the need for a program of
this nature is immediate and pressing. It seeks and .
welcomes specific comments on this document and more

detailed preoposals for implementation.
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 II. NEEDS ASSESSMENT

'A;l‘Introduction: The Cost of Home Energyv_Use

.Relative price stahility'in energy existed in the
United'States until'the early’l970's.' Hlstorlcally,'
Amerlcans have pald llttle by world standards for

V‘thelr energy,_and~suppl;es have been assumed to»be
inexhaustible. However, beginning in 1972-1973,

' abrupt changes inlinternaticnal and national'econom;c-
hand governmental p011c1es caused energy orlces to increase
vexnlos1ve1y, with crude 011 prlces more than quadxunllng

by 1978.

'Eigure 1 traces:the mcvement of fuel orices from 1972

to 1978. .A.ceriod 0fvrelative priceestability’extended
:athrough 1972. In.1973, this éattern altered abruptly;

the overall Cdnsumer Price Index (CDI), measuring'the
price of all goods and serv1ces in the econonv increased
_ :S 9 oercent between 1972 and l978,_wh11e in fuel 011/coal
‘prlces increased 151. 7 percent in the same perlodl/ And
because the cost of energy is itself a large factor 1n
the CPI, the d1fferent1a1 between energy prlce'movements

" and price increases in non-energy goods and services

- 1s in fact even more dramatic than this compar ison suggests.

’l/'Bureau of Labor-Statistics :



"uOW lncome households‘have been. hlt hard by tnls'
olncrease in energy costs»—- far, far harder-than

rhthey would-have been had energy costjincreaSes simply
matched the rate of 1nflat10n. 'Further;ethe-increase

in energy cost has taken, proportlonally, ‘a muchg
lflarger'blte'out of the low-lncome famlly s budget thangc-

: yit_has out of the budget of middle-income families.

'jEstimates are'that while the nedian-incomebhousehold
todayyspends 9.6.percent of its‘annuai:budget on energy;.the'
'averageflon-income.householdﬁséends_33bpercent'of:its annual
income on.fnels and utilities. :Estimates'ftrther oredict

'that w1th an addltlonal 25 oercent lncrease in energv prlces -
not.an unthln&able-occurrence.1n the near future_—-'the
percentage of a nedlan in come household s budget soent
on‘energy will_rise to l;.: gercent, whlle that of the low

income_household will rise to over 40 oercent { see Table'l).

The increase in energy prices since 1972 means, that the
poor, whose average income ‘has not risen ‘in real terms in
'these six years, have lost -even more ground 1n real purcha51ng
"power than general 1nflatlongrates would~1no1cate. In 1972,

it is estimated, the averagevlow—income household spent $337



TABLE-I

. DIRECT E¥ERGY COSTS TG -
'HOUSEHOLDS AT TYPICAL AND LOW
_INCOME LEVELS, UNDER ALTERNATIVE

PRICE COWDITIONS

Annual Costs = .~ Costs as Percentage *

(in dollars) . of Average Household Income
1/ _42: N -'v_g/ C
Low Income. . Typical R , » L
Household _ “-Income D ~Low "~ Tyoical -
(mean income - Household Income . - Income
$3,318) 1. (mean income Household ' Household
Costs at L - o o
1978 g 1,103 : 1,594 3302 9.6
Prices _ i : R , ' o
Costs with . : : _ L ‘ , - ‘ B
10 Percent 1,213 1,725 - 36.6 10.4
Price : : o : ~ ' '
Increase
Cosis with S ‘ -
25 Percent : 1,334 1,913 40.2 11.5
Price '

Increase -

1/7 Current Tow-1ncome housafold costs from the Bureau of Labor
‘Statistics, U,S._Departmeﬂt of Labor. '

.2/ From D. Wicnhols and J. Stutz, AnalVZLng Iaputs of Znergy _
Costs on Residents of New England", a report for the New England
Regional Energy Project, Februarv, 1979. It should be noted:
that as these figures are for New England they are nlgq -in
comparison to the-average U.S. flgures
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-on basrc energy needs.' If enerqy orlces ﬂad bllej Keot_

10

pace w1th 1nflatlon, tbe same low-lncone_ramllv vould-now'
be soendlng 5565 on tbose same energy. needs. But'in

ract} =st1nates are that that famlly 1S now soendlng Sl' 03

2/

- on energy. ~ As of 1978, thls 1ncrease renresents an average

'loss for a low 1ncome household of $538 of. purcha51ng power_
'relatlve'to 1972 levels, due to r1s1ng energy costs -

: over ‘and above the level of 1nf1atlon.' In theh

aggregate in 1978 alone, this means that the 15 mllllon
,low-lncome households in Amerlca suffered a loss of

over $8 bllllon 1n purchas1ng power =-- $8 bllllon of 11tone

transferred away from the most needy in our soc1ety because

of escalatlng energy,prlces.
- : _ e g ‘ e

B.

J Government Reaction: Concern and Mandate

Durlng' this Derlod there has'been r‘ontinued and ‘increasing

governnental recognltlon that- low—lncome nou;eqold" fac

D

an energy dllemna orders of magnltude greater than thatl
raced oy most Amerlcan households Inltlel governnent con-
cern wzs deﬁonstrated,by the ”onnunlty Qe"uces Adminiztra-
tion (CSA) in 1973 74 through pllot pro;ect fundlng of a
‘,,weatherlzatlon program in the State of Maine and an energy
.crisis lntervention program in Wisconsin, Colorado, and
Pennsylyanla;-_InAl977—78-79-Conqress:and the Senate expressed-
their concern_through'authoriéation of a Special Crisis
-Intervention and nergy ASSLStance Program 1moleme ted

through'CSA., Such programs have-been helpful but not adeguate.

g/y'Bureau of Labor Statistics



RETEEE - DRAFT
'dlfhe'cruk_ofvthe’probiem was’stated 5y one_observer inytheSe
words:f"Budgets,fwhich cannot meet.basic_;ivind ne=ds to>
beoin with'wcannot‘rea110cate resourﬁesfto‘pay st'enefgy 3
,wlthout tak-ng noney away from other ba51c needs, such as:food,'s
clothlng, and*nealth care “3/ o
Governmental'acknowledgementvof the'problem:was-axpreSSed.'
A’rln 1977 by John O Leary, then Admlnlstrator of the FEA. :
‘er. (o} Leary produced flgures for the Senate Commlttee on
Aglng whlch showed that as early as 1975 the percentage
of" dlsposaole income- spent on energy 1n some parts R
»of the country was - as hlgh as 27 percent and estlmated
that in the recent w1nter there were many elderly poor
dho were spendlng as much as 30 percent of thelr d1sposable
_;ncomt on energy 4 |
President'Carter_anddthe Office of Eneray éolicy and
?lanning also-recognizedythe special problems causedj
by rising energy costs for the loweincome'househoid,
Theififthpguidino principle.ofvthe MNational Energy',
Plan I was_that the:U.S.fmust solve'its.energy problem

in a .manner that "is-equitable:to all regions, sectors

‘and income groops_u,. Specifically,'the White. House

 stated that:

3/ - Anthony J. Maggiore, Jr., testimony to Subcommittee
on Housing and Consumer. Interests of the U.S., House
Select Commlttee on Aglng, September 26, 1978, p.3.

4/ John Q'Leary, testlmony before tne Senate Select Committee
on Aglng, April 7, l97/. P.2. :
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In carticular, the 2lderly, the noor, and
“those on fixed incomes should be protected
~from dlsorooortlonately adverse effects on
. their income. Energy ls as necessary to
life as food and shelter.vS/ :

"ﬂEU I further Lecognlzeo tnat.

Exlstrng emergency assistance programs are

,def1c1ent in assisting low-income persons

to 'meet’ sharp, temporary: 1ncreases in energy-

‘costs due to shortages or severe w1nters. :
’Clearly,,then, those in gcvernment have‘oeen concerned.V
Wlth the effects of. energy orlce 1ncreases on those least_’
'jable to afford them.. Yet in 1979 _every lndlcatlon 18 that
the ooor have borne the brunt of rlslng energy costs 1n exactly
ythe manner that publlc off1c1als hoped to orevent. -Senator
Kennedy recognlzed thlS fact in hls January 9, 1979 speech
to the Natlonal Assoc‘atlon of Broadcasters. de’stated that:

. In najor northern cwtles those at or under~
- the poverty level last winter vaid more

than 45 percent of their income for energy,
~according to the National Centar for Community .

Action. 'Let them freeze in the dark' nas
‘beccme not just a clcv r cllcne, but 'a cruel
‘reallty .

The tlme is obv1ously rlght for a soec1f1c government
program to allev1ate the harm caused to the poor by escalatlng

: energyvprlces.

5/ The National Energy Plan, Executive Office of the
President, Energy. Pollcy and- Plannlng, Aorll 29, 1977,
. .29. . _ '

6/ 1Ibid. p.28.
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C. The particular Energy Hardshio of the Poor

It is apoarent.that.the'lowéincome households.in America

'pay a far hlgher prooort101 of tnelr total annual 1rcomed

for energv than do hlgher 1ncon° hou seholds.;‘However,

it must be understood ‘that these aggregate factors reoresent

.only a natlonal average.' The poor 1n various reglons of the

country where cllmate condltlons are more severe than

average -— and energy costs are higher‘ef face a still

greater problem.. For example, current estimates are

b]

tnat it costs Haw Zagland re: 138.8
the: natlonal average to supplv adecuate energy to thelr

va

homes~. This pornts to the magnltude of the dlsparltles

= s ~ e R P
iaeng v [or20 TNan

]

o -

K}
I

11n need and the resultlng, numerous cases of extreme

”hardshlp that 11e behlnd the aggregate average-flgures.

Structural factors inherentbin't ne energv dellvery

;system tomblne to naKe the energv burden on the poor yet higher

TL]

irst among these factors is the operation of the_energy

pricing structure. Utilizing inverted pricing schedules,

"with declining rates at higher usage levels, utility companies

‘charge higher unit prices for those consumers using--

smaller amounts of energy'(see»Table-Z). As low=-income households

~consume less energy than the average household they are particularly

7/ Eunice and George Grler, “The New England EnergyvConsumer,“
January, 1979. p._8 : : : : .



* NATIONAL WEIGHTED AVERAGE CHARGES FOR RESIDENTIAL SERVICE .
| | 11972 - 1978 | |

~ (CITIES GF 2,300 POPULATICN A;D3MGRS)1

AVera§e>Charge Der kwh

100 250 500 750 1,000
‘kwh . kwh  “kwh . - kwh- - kwn

‘cents cents . cents  cents cents

-
. ~

1978 6.87 . 5.39 . 4.44  4.16  4.10
1977 © 6.54  's.14  4.17 . 3.90  3.82
1976  6.15 . 4.82  3.85  3.57  3.49

1975~ 5.89  4.60 - 3.59  32.30 3.28

(8]
aw
()
[N
(8]
(9]
()
~
(Vo)

1974 4.59  3.79

(e}
N<
.
H
(Vo]

1973 4.65 . 3.47 2.51 = 2.2
1972 4.51  © 3.34  2.40°

(39
'~J
w
B 1S ]
(@]
~1

SOURCE: DOE/EIA 0040/1 'Typical Electric Bills - Janf_i, 1978
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affected Dy 11verted pr1c1rg schedules. Duevto higher'oer—unit_l
:prlces paid by low-11come households, the dlfference in total
gamounts spent annually for energy oetween low 1ncome
households and all households was lgsg ‘than the dlfference.

in energy consumptlon (see Table 3)

'The'Same inyertedlpricingrstructure,applies to fuelsoil;

{for economic reasons,most.oompanies reduce the:

cost per gallon of fuel for large orders and increase

_the cost per gallon for smaller orders.'.Further,ethose

' fuslng'fuel_01l‘are confronted.w1th addltiohal prohlems; ;In
general,,lowelncome consumersyhave smaller-storage capacities
and, with rare'ekception; do'not’have adeguate resources to
»otrc1ase larger orders even if they have larger storage:
‘capac1t1es?/ In addltlon, the cradit and deliyery practlces'
of fuel Oil~dealers inadyertently.penaliie the'poor. Because

of redlt oractlces, low- 1ncome persons are normally orevented‘

Vo)

from'u51n orcdlt or budget pa"ments to oav “for the Fuel
They.generally do not have a high enough credlt rating to.
warrant these deferred approaches. As a result, low-income
,consumer;aare forced to pay cash on dellvery“ for fuel oil.
,ThefCQD_system is partlcularly onerous for the poor‘and

'vnear-poor-for most fuel expenditures take place over the

V§/; lestlmony, Anthony Magalore, Fuel Oil Evidentiary
Hearlng : T
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- TABLE 3
DIFFERENTIAL IN eONSUMPTION AND EADENDITUR 5 .FOR .
ELECTRICITV AND NATURAL GAS BETWEEN LOW I\COME HOUSEHOLDS
AND ‘ALL U S. HOUSEHO , 1975
Low-Income | All 0.5.  Diff€fence
. -Households Bouseholds . -~ (Percent)
 Electricity
'jAvefage annual Btus per = . S ' ;
- household (million) = . 60.6 - . 2 94.2 ~..55.4%
‘Average annual cost per . S o B ' :
household (dollars) $188.00 o $278.10 47.9%
Average Drice oer million - . - ' : o
- Btu's. e L $ 3.10 $ 2.95
g Natufal_Gasv B |
_'Average~annu31 Btﬁe pet S C - ' S : _
- household (million) ... . 109.8 .  136.3 o 24.1%
Average ‘annual cost per : S N
household (dollars) ©.$182.30 $224.60 23.2%
lverage trice per’ mllllon . ' ' :

‘Btu's | . $ 1.66 S 1.65

‘Source: Wasnlnﬂton Center for Wetro”olltan Studies, Natlonal
Survey of Household Energv Use, -1975. SR

The Public Utility Regulatory Act of the National
Energy Act states that utility companies must consider,
"among other things, the applicability of a prohibition aga1nst :
_ - declining block rates which favor larger users by pricing ' '
— o ‘'Successive blocks of electricity at lower per-unit prlces,
: and ;Lreher, lifeline rates for essential needs
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relatlvely short perlod of a faw. months.v’Those on credit

'or budget plans can spread fuel cost over a much longer

_tlme perlod than the low—lncome household whlch 1s forced

’_to pay cash on dellvery Further,l51nce low-lncome households_
‘do not generally have credit plans, they are for the most.
'ipart-denled automatlc refllls.h They cannot have-thelr::“

tank fllled when 011 lg needed but only when they have

suff1c1ent cash for 1mmed1ate payment A In,addltlon, 1t

,»must be noted that in many cases, oersons'who are not

on credlt or budget payments are forced to pay certaln-
surcharges" for such items as dellvery at certaln tlmes

and to certalnlplaces.?/

The low-1i ncome famlly 1s.furtner.penalﬁzed by tne cuallty of

tnelr nousznd stock, wnlch 1s gene ally older,.ln poorer reoair,

' and ‘less Jell 1nsulated than tnose ‘houses utTllzed oy dldner-

1ncome-nousen0lds, In northern cllmates, th1s results in

the need to use more fuel to malntaln a certaln temperature

than in well insulated homes. Thus, the low-lncome famlly ]

home 1is llkely to be even less well’ heated than-is suggested

oy the fact that the poor consume less energy per household

tnan does the average_Amerlcan ramlly.

9/ Ibid.
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-Im'tme Soutmt tne suustand=ra quallty of the poor'”}nou51“u stack;

also nanlfests 1tself."I.. neaplv de51~ned dwelllng unlts.e—
lpartlcularly in mobile nomes whlch are prevalent 1n
 Southern.states,--_a1r concltlonlnggls_a necesslty.‘
_Temperatures im nen-airvcomditibhed lom;imcome southern

ﬂhomes present severe health hazards to the occuoants - mame‘
of whom are elderly, and sufferlng from resplratory or

'lheart allments made wor se by 1ncrease in home temperature.

In Dallas, Texas,‘July 19;8, nvar twenty ceople dlea‘from

‘the- heat prostratlon. fThevaere all_elderly; poor amd.lacked ,
air'condltlonlng | | |

D. Economic Constraints in the Marketplace: whv the
Poor Have .Lost Ground.Since 1972 ’ '

‘There are three overriding economic factors in the

marketplaca which explain the poor's exceptional inability -

to adjust to higher energy costs. These are:

o “The average income of the'peor household‘
'Has aCtually decreased since'l972;
° ‘Reductioniim costs thremgh'conservation is
'-egtremely difficult forvpoor-heUSeholds;
) SubStitutability:is lower for_household~
'tnergy ne2ds than for any Other good or

service 'in the economy.
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Accordinc'toithe.most-recent nationalhfigureslthe diSposable
7income—of”the.DOOr and nearepoor has not keptapace with

-the overall CPI (se Figure 3). .ihe major oubiic aSSistance
pLog ams nhave not nade uovthe inflationary gap for tnose low-
jincome householdSvreceiVing aid _All items in the CPI rose’
approx1mately 30 percent from 1973 to . 1976 ~Unemployment
1nsurance pavments rose only 27.8 oercent during the

same period; further, :Since unemployment insurance 1s an
,1nherently unstable and limited form of 1ncome, this probably
had less impact on real income maintenance than generally
assumed;v ”he more steady income maintenance programs did
not come close to matching inflation during tnis period.
Average AFDC benefits rose about 19 oercent between 1973

1-

[\l

and 1976; in tlng a droo of rough7y 8. percent in re

income, while bqulQm ntai aec iity Income (33I) rose

an avs rage of'l9 19 oercent, ounting to a decrease,'
. 10/
ln real 1ncome'or =bout 7.8 percent. = Thus, a

‘situation existed‘in l976/77fin which the major incomes

transfer mechanisms did not maintain the real purchasing
power of those receiving aid. This'same decline innreal
-purchasing-power faced'all hoUseholds»whose income from

any source had risen less than 30 percent during th

10/ Social Securitv Bulletin, April 1977; Dept. of HEW,
Social aecurity Administration., ’ :
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1973 tc 1976 r*eriod. ”Clear‘y; the-low—*ncomeﬂand,élderly
nouseholds, many of whon are on flxed 1ncones, are most

serlouslv affected.

On a natlonal aggregate level, reductlon in household
energy consumptlon through conservatlon has been

somewhat successful in helplng peoole llve w1th

'hlgher energy prices. Northeastffuel 01l_dealers’estimate
,that.the'response-by homeowners.to theifirst'wave of price

1ncreases in 1973- 1974 was-a 1 ercent average reductlon

©
/

in the use of home heating 011 ‘ However, tnls tactic for

l!—‘U’l

reduc1ng 1ncome-spent on energy has not worked well and

fw1ll not. work well for the poor for a number of reasons.
Slmply put, ev1dence is ample that the ooor:generally are
alreaoy conserv1ng as much as they are aole - more,.in faot,

hows that

n

' than could be regarded asvhealthy. Table 3
Low-inoome'householdsbuse 547peroent less eleotricityfandy
24;ltperoent less natural»gasithan the average U.s.
~household, Lowéincome people thus subsist on lower amounts of-
energy than the average American, and have already cut

back to the point of endangerlng health

»ll/ Transcrlpt, Case . #DEH 0058, DOE Offioe’of Hearings'and
'Aopeals, ‘Aug. 1978 ' '



Conservation methods involving tne.uDg*ading of the‘

quality of the hou51ng unit are by and large out of

the finanCial reach of the low—income family' -Whilev“

many poor would stand to gain through conservation resuTting‘
.from the upgrading of their homes -- as the dwellingsv.

tend to be highly ineff1c1ent in per Btu utilization of.

'denergy - the cash lS 51mply not available to them.

"Unlike most middle and upper income families, the cash
-vflow of tne‘low—income family is not flex1ble enough
'”to meet CrlSlS 51tuations. The large cash outlays |
needed for weatherization might be available'only-by‘-
’fore901ng enpenditures on such pressing nece551ties
as.food or clothing.' Further,_due to low cr edit ratincs,
o or 1n some cases. oecause their ~omes‘are in an allegedlv "redlinedt,
-neighborhoods, low—income households access to "home -
improyement" loans is severely limited. Eurther, as ay
higher proportion of.low4income'families rent, rather
than own,vtheirihomes, there is little incentive ‘to make
improvements in which they would have no eouity To-
compound the problem, landlords renting units to low-
ncome families often keep their units in poor’ reoair
"and are reluctant to make'improvements. Clearly,
low;income families are already'financially-constrained |

- to be thrifty'in,theirrenergy use. This thriftiness
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is an illustration of tne fact that low—intome faﬂl]le
d'navehlittle or no-scope for.further reductionwof.energy]

- Juse.

lSubstitutability is the: dynamic economic factor which
”sets energy—caused income problems apart from other
vprice and- inflation related income oroblems
affecting the poor.-

_Substitution'isbthe avenueithat.a consumer hasbopen
“to offset'thefeﬁfect of an inoreasetinfpricepfor'a
given good.or-servioe'inxthe marketolaoe; If a good'

'increases in price to the pOint that consumers cannot

afrord suffiCient quantities of that good they will '/_
substitute for it a;different Cheaper good of the
same general‘type; In most neces51ty ltems, substitution

is a practioal'pOSsibility. In food-and ciothing there are

manj_alfernativedgoods_whiéthonsumers hay substitutz2 for
"a single good that»they can no longer afford -- f£or insta
‘there has'been’a dramatic rise in the purchase by
,consumers of non- name . brand food products in the last

five years oF spirallinq prices.

But in energy, substitution, particularly in the short
"term, 1s a'practioal'imposSibility. Three factors
contribute to this situation. First, current options

available to the greatest number of low-incoms people



.for orovvslon of household energv'are'limited' “o tor °er :

-oil, gas,dand electricity.' Second the three avallable

"-optlons exhibit ' roughl['ecual per Bru nr’clng leve s.

Thlrd capltal costs of subst tutlon among the three ootwons,

"-nare so prohlbltlvely hlgh that. substltutlon has been proven:

to take place only over the very long term-—only w1th
'changes in the hous1ng stocx 1tself * Thus, low—lncome
consumers-do not have-the oractlcal option'of'substitcting'
2 dlfferent form of energy for thelr present source as their
f‘bllls climb evenshlgher._ (Clearly, efforts should be made
.to utilizedalternative sources where practlcal——such.as

-solar, etc.). o _ N -

. _ : _ . : : /o S : |
'Thus, energy, of all goods and services consumed by low-
ii: sme hodsenolos,'presents a unique threat to the poor's

well OeinG. Thev are ln a worse overall position to .

-fight “vgn energv prices than they were. oerore the :eglnrin

Vo]

of the oil price splral in 1974 They are incapable, generally,
of reducing their_costs through reductions in consumption.
_And they have no other available option to continued con-

SUmption’—- there is . no practical‘substitution-possible that

|.4

wOuldiprovide cheaper-energy sources. The unlque nature thi
hardship demands direct ac tlon ‘to meet the goals of WED I.
It la lncunbent uoon ‘the government to 1'nstitute a olan

of as51stance to ease the hardshlp caused the coor

energy prices.



IIT. DROGRAM SIZEZ-AND CLIGIBLE POPULni

B pepé ing on. the final ﬁllnglllty criteria, tne J=s1red
',subSidy levels, and the progian adninistration netnOG
'Vdec1ded upon, orogram size and costs Will vary. There-

fore, the parameters which can be addressed here are

’_,necessarily general.

The Committee felt that at least those households

'at or below 125 percent of oovertv should be eligible

for aSSistance. At present, the income of a family of
‘four (4) at 125 percent of poverty is $7 750 per year.

e

”It was felt tha‘/hOLseholds at sonewhat higher income
/ »

levels were also in need of aid 'but given'the probability

ocf £1 nancral constr=11 s being placed on the program broader

COVELG”° was deemed impractical. Th=2 only exception to the

125 percent criterion contenoiﬂt d by the Committ2e was

s
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erly households receiving S31.

'Using-the agreed'upon'income eligibility figure, there

would be approximately 15 million households initially

eliqible»for aJSistancc. . Of these 15 million, almost

6,million,households are headed oy persons &0 or older.



i r those who - nave Seen 10s
12/
affescted by increased energy .costs. Thls. . is the secter fo

- which calculations have been presented that show a’loss of

nera;

~
ey
i

‘58 bllllon in 1978 alone. To fully redress the‘situation
,would be'1m00551ble.. Death and sufferlng are not ea51ly
llforgotten w1th the mere relmbursement of funds. However,-
-an energy a531stance program could nelp ellmlna e future
degradatlon of these 15 mllllon households whlch results

.fron nav ng to cnoose between fuel and food

Clearly, once an income celllng has been placed on
ellglblllty, flnanc1al conslderatlons and value judgments
'concernvng orogram ooveraée necessrtate that oaraneters
,and limits bde placeo_on tne,otner ellglbllltyrorlterla.

The Committee felt that these limits should be basad on

energy needed and cost for such energy, less an accectable:
percentage of household e.o nditures for 2nergy Tae

here reflect .tine ounnltr e's:

Cis

eligibility criterlia presentec
feellng but ‘remain flexlble, allow1ng adjus.ments to

achieve a de81red level of coverage.

A household would be eligible for assistance if the

-generic'totalACOSt of home energy needed particular to

fl2/ U.S. Bureau of the: Census- Survey of Incone and
"ducatlon, L 70. '

’\:‘

-
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* tha 1nd1v1cual s reg1on and d~ellln" tyoe exc eded
"a standard percent of income (See Appendlx a)
'_“hls crlterlon could take two dlStlnCt forns.;'PirSt,:”

_the standard "percent of budget" could be flweo ‘To

be ellglble a household below a glven 1ncome level

”p(l e. 125 percent of poverty) would have to soend

-more. than a. certaln flxed percent of its 1ncome on

home energy use. Second,,a slldlng percent of budget‘

rscale could be utlllzed to p0351b1y expand program.

V

coverage. “For examole, a housenold earnlng $3 OOO

-a-year should perhaps only be expected to soend 3 per-

\‘\

”tcent of 1ts budget on home energy use to be ellglble

for the ass1stance program, whlle the minimum home

eneray expendlture of .a fanlly earnlng $7 OOO nlght

be set at 11 percent of 1ncome for ouallflcatlon - With

a slldlng "percent of budﬂet"_scale, ellglbllltv for
'yass’stance would vary inve 501y Nth tne 1ncome and -
thus would prov1de a more reallstlc determlnatlon of

. actual need than with the fixed percent. e

The svecific type of program proposed 1is tied closely

to'these‘broad'eligibility parameters.
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IV. PROGRAM COST ESTIMATES

To arrlve at an.estlnat, oﬁ'cost»for this.tyoe:” |
of program'the Commlttee decided.to‘linitheligioility'
_to those famllles at or below 125 oercent of- oovertj level.
‘who currently snend more than lO oercent of thelr annual
vhousehold 1ncome on energv While addltlonal detalled
3'research is requlred the cost of a program w1th these
'_ellglblllty requlrements 1s estlmated to lle between
*three_and four blllron dollars annually-
Aforellminarfzanalysis of total:orogram cost was
carried out’ uslng the follow1ng formulas on a reglonal
'moas1s.13/These reglonal totals were then added to
ohtain a national figure.
#2Fue101l |
.{[(400:+ 119 (deg;odays)) x.fuel;costl'-'$3l01 (% of,householdS}
'Na:ural Gas- _
[[(47,000 + lS 5 (deg.:days)) X Euelncost] - $310](# of households)
Electr1c1ty.. | | o | | | |

The total cost of electr1c1ty used @as calculated using the

average use figure for low-lncome famllles in The Energy Crls s

.and Low-Income Amerlcans by Eunlce Grler (l977). and‘the

Seot. 1978, per kwh cost of'electricity-(MER, Jan 1979).

1

13/ The Follow1ng is a br‘eF explanation of the £ormulas, (400 +
"T19 Gegree. days) and (47,000 + lh 5 degree days) are taken from
the INGAA formulas for average fuel 0il and gas use, resvectively,. .
$310 .equals 10 percent of the median income for poverty nouseholds.



wWnile it is clear that there are great differences in regional

.COS

. of

s'and'usagevuhich should be taxen into'account{.specific_
'fuse data for low4lncomethousenoldsuis scarce; It is hoped o

' g that'while regiOnal differenceS'need.to be addressed.to
include' cooling needs,_tne a”gre”a‘ 'average will Sutflce>
as a rough estlmate of total use of electr1c1ty, 1nclud1ngvl

.use for coollng Based upon the calculatlons above and 'in .
Appendlx B total home heatlng/coollng cost ‘was estlmated

.”at between 2 5 and 3. 0 bllllon dollars.

"Inclu51on of other household energy costs would result in

'.the addltlon of approx1mately 33 percent to total a551stance

",costs.'uThus;~1f all household energv costs are 1ncluded the~'

total costs of the program would lie between three billion and
four bllllonk dollars. f 1t is assuned that the administ atlve‘
;cost runs 10 percent_of totaljbudget then prOJected total program.
costs range fron_$4.3'billion-assumingva lOOHpercent rate
ofgparticlpation;_to“$3.2'billion at a partlcipation

rate ofb75.pe cent, utilizing the subsidization lev el cgltem—

;plated'above. i
va:lower total.progranhcosts are necessary, it is suggested
that thlsube accomplished by establishing a_per-household'
maximum on che amount'of.subsidy with a SdOOfper-household
subsidy ceiling. Clearly, estimated costs will vary_greatly if
different.ﬁinal eligibllitj criteria and leVel of'subsidization
arsa selected; and‘a,different rate of Participation is

assumed.
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Ve PROGRAI MODEL

'A. ‘Type Of Program -

After lengthy discuésion,ﬁtheffollowihg ctité5137Wete

J R |
(SRS AV

(@]

ozd by the:CommiEﬁeé'td judge'th§ va:ioﬁs programf

“optionsE e | .7_  v | |

1.  Edﬁitz£.;Beﬁefité:shoﬁid,va;y diféctly‘wifh hééa.£  
 VThévsubsidy.Sh6did take into_conéidératiqn_climaté,'type:of
'fuél,-houéehqld.Sizevandwhouséﬁbld iﬂéqme.  The.proqtam
:éhouldAinclude Ehefcohcepts_of Hbrizontal and:vertiéal
iequityv—4 benefiﬁS SH6uld bérdistfibuted oﬁ'the.basxé'of
heéd1b9th_Withinispecifié inédme‘groupé ahd’aérbsé
différent.iﬁcdmé §roups;'-Fdr exéﬁple,:hqfizdnﬁél equity:
"shduld'résﬁlt in equal tfeétmeﬁt of low-income urban and

rural recipients.

2. Conservation: The provision of benefits should seek to -

fu

encourage the conservation of energy, preferably i:ectly,._
5ut at least indirectly.

3. Efficliency of Administration: Within the reguirements

of adequéte control, program ihtegrity,-and responsiveness
to clients, administrative costs should be held to a minimum
while hélping the broadest range of eligible persons

‘reasonable.

4. Provision of Energv Assistance Prior to Severe Crisis:
2enefits should be‘prOVided in a form that reduces initial
clisnt payments and removes financial purdens from vendors =--

"front-end assistance.™



-

5. Adecuacv:'fThe'program deSion.Sbould offer benefiis

_wnlcn are SLgnlfltant,‘ano outwelgn tne co:ts ot the-

program, he program should have the flex1b111ty to be

responsive to markat cha rges. .

”The Committee»examinedfseVeral possible formsAW§iCb afIQW'vi
~‘income Energy Assistance Program could take. After research.
'and d1scuss1on, the ba51c framework outllned below was
~arrived- at as. the one. whlch stood the greatest chance of -
f ach1ev1ng the above objectlves. It was also con51dered to
.stand the best chance of success 1n an admlnlstratlve eff1c1ency
‘sense -e-ln reduced‘admln;stratlve costs,_s1mpllfled |

~mechanism for delivery, and fraud protection.

Inaevaluation, two aspects of any posslble system

‘must be appralsed

1.. The type cf program which #will satisfy objectives
l, 2, and 5 above;

2. The'delivery system‘for the grogram, which,'when'
implemented, will best satisfy objectives 3 and

4 above..

The tyge of prograﬂ Nhlch the Committee recommends is
anvincome-indexing program._(An_encapsulation of the positive

and negative aspects ok

ul

“rh

all t

S

1

vpes of pregrams examln_d
well as a brlef descrlptlon of each program type, is contained

in Appendlx A)
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"~ The. 1ncome 1nde11ng svstem 1s best equDCed to satlsry the |
Commlttee S bellef that ellglbllltv and amount of a381=tance
”gshould be derlved from both ‘income 1ev 1 and enerqv ust as

‘:as a percent of income. vThe orogram'tles these tNO par neters
_together more closely than any other avallaole program ootlon
v(A detalled dlscrlptlon of program oarameters, and of the
spec1f1c_formula.used;for_calculat;ng program a551stance,
f{iS'contafned:rn Appendicesgc}:D/rand E).

1
r

The dellvery system for the subs1dy that the Commlttee belleves

‘best satlsfles ob]ectlves 3 and 4 is the vendor line of cred1t
_w1th credlt flow1ng through the 1nd1v1dua1 s orlmary source

.energy:supplier. In thlS system,'once ‘program ellglblllty‘ls'

_determined}’the vendor acts‘as,;nterface.between the recipient.

~and the-government. hAdministratiVe costs are greatly-reducedh

'bethe system; relative to one whichamust reachteach . |
nd1v1dual rec1p1ent on a regular baals Further,

costs are reduced for the dealer as cash flow oroblems

:are mlnlmlzedr The vender is not constralned in

peak season‘ourchas1nc dec ions by delavc on gov ernmentt

xreimbursement, but rather,ls prov1ded subs;dles against

which recipient bills are reduced.

,3{ Subsidy Disbursement

Several options exist in the disbursement of the
subsioyt' B

First,’thevline of credit could be,established'in such

a way that a monthly subsidy would be made to the



( 0

- vendor, infpfoportion'to us 'gefinfeach'montn)in-th
heating/oooling’seaSOn; Thls would help budget the

aaubSLdy accordlng to actua’ use. and need.

__Second; the;line of credit COuld'be providedAto‘thehvendof
on ‘a quarterly or an annual basis. Its drawdown'rateiwouid
:be determlned by the client's ablilty to pay and thev
dexpanSLOn of ctedlt-exten51ons proylded by_tne vendor, given

the,existenoe'of;the gua;anteed government snbsidy.

Generally,-regardless of what varlatlon of sub51dy dlsbursement
is utlllzed, there is an lncreased llkellhood that dellverv
practlces for low-lncome households will be regularlzed in

such a way' that costs for all oartles concerned wrll be

‘reduced.- Indeed, ye nay even flnd that an lncentlve exists

for the-vendo: to_encourage'low—lncome noueenolds to stzandardize
their purchasing and oayment oractices Decause of.the attraotivef

ness of possibls cost savings.

In these ways'the iow%incone household may find itself, for
the first time,vable‘to take'advantage-of financing

practices usually available only to better off Americans.

c. Coverage‘of_Utility-Paid Rental Units-

The low-1lncome renter is often not responsible for direct

" nayment of utility bills*-rather,'the oroperty owner
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‘pays them. This category of renter is bypasse

D. 'Conservation Incentives

33

Q
e

neFQY—subsidy”delivery~svstem‘whiCh supplies the subsidy -

through the7orinc al fuel supplier;. Thus, an excegtion

’must ‘be created in the program for thl Class of‘

Tecipient.

‘One aporoach for the subSidy in this case would

be some form of Chlt or voucher system. a renter qualifying

for the program--or a landlord w1th a renter- qualifying for -

'the program - would receive a chit or voucher which would

‘be: deducted against rent.

A
.,

There 1is already a system in Dlace which could deliver'

_this‘part of the program with minimal modification: the Housrng

R

- and Urban Development S. low—income rent SUbSldlzathn program. .

This vehicle, which lS built speCifically to reach low-income

renters, could 51mp1y be augmented with an ‘additional energv

- sub Sidy for cualified nters. This asoect of. tne energy

“ass stance program may thus entail ﬂ‘“lﬂUﬂ start up costs

and additional administra ive tosts on an equally-:easonable

scale; , L o ' ' T

D

The orogram 1s deSiqned to orov1de assistance while continuing

to give the recipient a financial incentive to conserve energy.
If the recipient were able to conserve energv, this would not

‘reduce the level of energy assistance during thatqyear.

Yy



TT—

g

The reciovient would then be able to pocket these

. conservation savings.

It mustbbe_recognized that this program will produce an

'expansion in the recipient's burchasing”power (the "1income

effect” produced by any income transfer program), but_it":

,1s the Connittee s belief that the income ef ect prOduced:

by the program Will be small enough that there is no possiblity

that the program will cause eicessiVe use of eneroy. This

fbelief 1s based upon several factors. First, there-is‘ample

eVidence that 1ow income households oresen+ utilization

\

'.of energy often is lower than 1s safe or healthy : There are
many: deaths each year attrlbuted to 1nadequate home heating .
“~orvcoollng. _Second,‘it is evident that the income

belaséidity for home energy over the relevant range of

income is low. Third, the oroposed amount

.0f the subsidy is not at levels to make gubstantial

differences in the familyls-consumption habits_for éﬂi
commodity or service. |
The net projection, therefore, is thatithis’program ‘f
may give many 1ow;income families the chance,_for the
first time since 1972, to e&oerience their

energy consumotion of aminimum. humane levelo ——-levels

thought reasonable and proper for all.other members of

our society.

Further, incentives for actual conservation will be



built 1nto ‘the program through strongvtles‘to the ex1st1nq
federal conservatlon programs. CA -amlly ellglole

vfor energy as51stance should be orov1d=d

-access to energy audlts, conservatlon counsellng, andyfy'
Aweatherlzatlon a551stance - whlch would;allow reduction
.of energy consumptlon necessary for attalnment of glven
.11v1ng standards 1n low—lncome dwelllngs, and thus encourage
-.outrlght reductlons in consumptlon.; In thlS case, the
subsldlzed reSLdent would exper;ence a greater

exoansion of_effe tlve nurchasi ng pvower 2and

'would not need to utlllze this lncreased purchas1ng

power on energy.

Thus, with:this tie in there are not only real
'oossibilities1forhreduction inhnecessary energy
‘consumption oy'lowfinCOme'households, but also
sossibilities for bettermeat of thess households
economic_oosition far'in excess of the_actualudollar

level of the subsidv.’ -

“ e [N . N

E. Program Administration

Three agencies apvear to offer certain strengths

in terms of program administration at the Federal level.

-1 - v—l—'-
S Ccne aa.te.. xc‘.».l‘v'e_r

[

The Community ServiceslAdministration
with ltS experlence in energy, its mandate to serve as a
emonstratlon-agency, its community action agencyv network,

and its established relationship to non-welfare voor.
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_?he;Départmehtiqf Hoﬁsihg”aﬁd Utban.Deveiobmént (HUD).hasf‘
>jsé§etal.stbengths; QUDfs_déliQecy System-héé'accéss .-
"ﬁofali_feg;ogs'of the:count;y énd Soﬁé eétaiiisﬁéd v..
‘~;ies_tg rural as lel asfurbanVaféas. .Aé'its”sole reépén-.

-s1bility 1s housing, it haslconsiderablé‘ekpetience in

programs reléted to low-income needs and shelter,

. such as the aforementioned rent subsidy program.

The Social Security Administration (SSA)‘has strong experisnce

with‘inéome tranSEer'prbgrams and with the elderly, who comprise

approximately 35 petceht of the eiigible population. Further,
SSA has a wide scope in”térms‘of'outreach'to potential
recipients.. SSA_offibes‘aré numerous and its penetration into

uarban and rural ar2as 1is the most thorough of these agencies.

‘The administration of the program on a local lesvel would

'necesSapily include at least the following functions:

.

1. Determination of individual household income.

eligibility.
2. Establishment of the amount of subsidy to
which each eligible housenold would be

entitled.
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3.  Authcrization c¢f wendor to establish a "line

" Of credit" for subSidy;

4. Execution of public information and outreach:

effort.
"5. ‘Monitoring to preVent sYstem}abuses.

6. Provision of energy cohsefvation counseling and
‘referral to other energy assistance agencies.

" (Example: weatherization, energy audit, =2tc.)

Y
by



vI. _PROGP..A'_M:,T:’,I!.\IANC'ING"

| A verrety of optlons‘for rlnanc11g the orogram.were studied
hby the Commlttee. Arter-carerul con51ceratlon, the Committee
_Arejected the follow1ng three optlons as belng 1nequ1tab1e,”
"legally and polltlcally unsound,»and‘rncapaole,of-generatlngr 
'ffthe broad bese_of support necessary.to'enshre.rhe-program's
'suCCess:e;h | | B | |
| of tlllZlng ‘the rebates from reflners to_h
| the DOE resultlng from prosecutlon of reflner overcharges.
‘o Utlllzlng the crude_011,1mport‘tar1ff. |

@ Utilizing a crude oil egualization tax.
The following optiohs'were considered much more-acceptable:

8 fDireCt fundihg'frdm.the:Federal_treaéhry. The
Cemﬁitree.felr.thisjtohbe the most equitable
ortion '

? ; din g fron the inm ipesition of a value added,
_“Per-Btu" tax on all forms of energy

® vUtlllzatlon of a-pqrtlon of.exlstlng Federal'
gasoline tax. It is probable that utiiizarion
of only 2 cehts‘or‘the existing tax would

vield full program-fundinq. Further; this



*nethod 13 no 1;xelj to lmoose any new tosts
. on any sector of the etonomy,'as there is-a

arge, contlnual‘surplus ‘in the hlgnway trust func

’.from the collectlon of thlS tax.

'The Commlttee rec0mmended exolorlng the latter three
;ootlons in detall wnlle seeklng out further detalled

: 1nformatlon regardlng all 00551ble methods for Drogram

fundlng
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‘Basic
Program

Some

ages

‘Some

Possib]é

"Disad-

vantages

Conser— -

vation
Incen-
tives

.the stamps.

APPENDIX A

PROGRAM DBSIGNZOPTIQNS'

' Eneggy_Stamgg_

On the basis of income
eligibility persons

would be able to pur-
chase or receive stamps
redeemable for fuel or
utility. expenses at
authorized vendors.
Stamps could be free’

or puxchase requ1remantb'

based on income could
~ be established. ‘

Similar to food stamps.

Possible .Only income criterion

Advant-.

needed, which simplifies:
administration.-

Receipt of stamps is not

tied to energy use. If°
there is payment for
stamps, there would be an
increased burden on incoie
oL poor.
Live cosis.

1f recipiants
a portion of

May occacur
must pay for

High Administra- .

1ncome Indexan

once a househo]d has spent
10% of its income Gn- .
encergy, the househald's
remaining costs foi
energy would be paid
through . the household S

energy vendOL._

Both income and
.energy use are .used
-as-criteria for

eligibility. House-
holds must use their =~
own income first bLfoxe -

paynents are made._

No upper limits arc

placed on energy

expenses reimbursed:
which could encourage
unnecessary usage. '

Indirect incentives

- to pay.

~Income Indexing
w1th % Payment

v Same ‘as income ~indexing

with pexcent amount Gf
government subsidy varying

- with energy use and income.

Both income and energy.

use are used as criteria.
Household makes first -
payment, then continues’

‘Local administration

is required and may be -

 comp1ex.

" No celllnq is p]aggd
.on usage

Direct and 1nd11eLL BT
1ncent1ves e



.Basic
Program

Some
Possible
" Advant-
ages

Some

Possible
Disadvan—

tages

Conser-

vation

Incen-
tives

Energy Entitlement

A-houséhold is guar-
anteed a set amount
of energy. The house--

"~ hold pays for the Llnot

10% of its energy. .
Remainder of cost, up
to set energy amount .
is paid to an enenqy

‘vendor .

Standard energy use as
well as energy costs

and. income are used as
Upper limits
are placed on expendi- .

criteria.

ture by set enelgy
amount.

Government required -
to set standard
energy amount.

istration is complex. -

Indirect incentives.

Admin-~

o

o
10
i -
(@]
o1}
O -
—-
-+
Q-
IS
[l
o}
ot
n
(1)
=3
[}
—
Q.

.“FOLmu]a GLant

Each eligible household -

would receive a grant
of money, to cover

‘additional costs due
_to energy expense
increase. ..

. Ease of administra-
tion-e.qg.
‘Welfare Department.

using

Allocation is tied..
- to 1ncome, not to

energy. In addition

- the money need not be

spent on enerqgy.

indireCtly, through“
.income limits. -

eDea]e} Cnedlt

‘Using a formula incorporating
. .income criterion, each dealer
~would send to the administrat-

ing agency an invoice for .-

- energy de]tvcxed over set
'amount »

. Income and energy costs
are included as criteria.

‘Minimal local government
administration would be . -
involved. After certi- .
fication, ‘transactions

~ would flow between tunding
- source, de alel, and c]lenL.

"Flnanc1a] and Admlnlqcld—-
tive strain could he

‘;placed_On fuel dealers.

Indllect 1ncent1Veu.'



‘Basic
Program

PosSible
Advant—
- -ages

Possible
Disad-
vantages

ConseLva—
tion
Incent-
~ives

file taxes.
‘ing returns would increase.

Tax Credit

Each lew income person
would receive a cash.

" tax credit for all

energy hills over a cer-
tain ceiling, e.g. 10% -

~of 1ncome.

Energy use and incoine
are used as criteria.
Only one central

-agency 1s lequ11ed fon

ploce;blng.

Low-income persons cash
flow does not allow re-
bate process. Complex
accounting for client
required. - Many low-
income persons do naoat

Cost of audit-

Local staff would have to
assist cllents in tax

.pxepalatlon.

’Indirect'incentiVeS.

limited.

‘“Indiana"_Plan

“Senior c1tlzens in poverty -
are .provided a Cledlt, ‘not -
for elec--
‘tricity and heating fuel.
" The credit is deducted

to exceed $200,

from their bill prior to-
the bill being sent.
vendor. deducts the credit

amount from his state. sa]es
.tax dep051t

Cliehts receive bi]1
deductions.  Vendor

€receives payment imme-

diately. Administra-

tion is simple. Energy
tax .is used fOL eneLgy

cost :

Payments are extremely

Not all states
have sales tax.  Total
burden is on the state. -

- Indirect incentive

through providing
limited assistance.

.In emelqency or
“-situations,
. tering agenc1ea_wou]d

The -

' Indire¢t

HEW -

Project Fuel

crisis .
local ‘adminis-

provide assistance within

 broad federal guidélines.

The amount of assistance
would be paid in cash. ’
and tied to need .

Tied to local necd and
“circumstance.

Allows o
for broad administrative

‘discretion at th; local
v]evel

‘Cash payment'ﬁut‘éleérly

tied to fuel. "Assistance
'1s not provided until -

-serious crisis occurs.
‘There 1s

no provision tor
0n901ng aSSlStdnp(.

“incentives .’




 Basic
Program

Possible
Advant-
ages

rPossible
Disad-
vantages
Conserva- -
tion
Incentives

HEW .-
Utility Grant Program

A subsidy would be paid Lo

utility company or fuel

~ vendor for a portion.of the -
- fuel cost of an eligible
household. The amount of
subsidy would vary inversely

with the income of the eli-
gible population.

Direct vendor payments are
used. :

No upper limit is p]aéed on’

usage.



APPENDIX B

DA'TA UuLD IN CO T CALCULATIOH

FEDERAL = § OF HOUSENOLDS 'AVERAGE

PULL PRICLb

§2 HEATING
OIL (cents/
A_Qa]]on[

55. l

54.0

52,8
47.9
19.8

50.1 -

45.9
© 46.3
-45.9

8/
10/
8/

9/

10/
10/
10/

10/

483

 NATURAL 6/
GAS (cents/

_ cublc fool)

0/ |
o/

- .0041

. .0034
.0029.

©.0024
.0023
.0019
.0019 .
.0018 -
.0023

0029.

_TOTAL

oy

ELECTRIC

__BILL

$795 65

. 795.65
795.65
795.65
795.65
795.65

795.65

795.65

795.65

7195.65

Source: For each state this involves wélghtxng the- heatlng degtee day -

totals for several intra-state geographical divisions by the

, pencent'of the state population residing in each division.
Figures used here are averages over. the period ]931 Lo ]973

Natlonal Average of neallnq 01] Pnlves fox

MER, Jan. 1979.

for

2-6, 1979.

1977 American
~derived from the average consumption of electricity for a low- income _

kwh Eor. :
“The

Region III the
-and the Reglon

Oct ]978 DOC

REGION ‘ '.BELOW_]25$_OF - HEATING

' ’ POVERTY'l/ ' DEGRERE

e elln._oA000's) _DAYS 2/ .

1 : 655 _ _ 6,956 - .

2 1,506 . .5,703 3/ 7
3 1,443 . 4,803

4 3,063 : S 2,191

5 - 2,470 . 6,748

6 1,859 3,011

1 155 , K 5,640

1 - 378 . ' 7,191

9 1,644 ' 3,125 4/
10 B . 434~_~_ - 7,321 5/

1/ From ]97J ESEA Special Poverty Census.

2/

3/ Excludes Puerto Rico and Virgin Islands.

4/ .Excludes llawaii and Trusts.

5/ . 1lligh due to influence of Alaska.

6/ Averaged [rom state f1gunca. ’SourCe: "Gab Pacts

. Gas Association. a ' ’

7/ rlor average low-income households. 'This qross estlmate was -
family in 1975 (GIIEL, 1977), and the avetage cost per
September 1978 (DOE, MER, 1/79).

8/ Price derived from DOE Tel . oUlVLy of Jan.

' figures for Regions T and 11 were avendged fxom the fuel oil
prices for all the states in the Region;

figqure is based on the stakte of Penngy]vanla,
1v fiqure is hased on the avenagp of six staLes w1Lh1n the - ;
Region. ‘
9/ Price taken from “Re51dent1al ueatlng 0il PllCEn By Re91on,“'
- MER, Hov. 1978. '
10/



 PERCENT ACTUAL

 EXAMPLES OF TWO ELIGIBILITY CRITERIA ~

APPENDIX C

ik s,

.. AND RESULTING SUBSIDIZS (100%)

o

1/

4l

LIGIBILITY CRITERIA

ot
3
4

::}5 __\

.~

A T
™

100 PERCENT SUBSIDY =

"INCOME SPENT - |
INCOME  ON HOME ENERGY ~  SLIDING -  FIXED . SLIDING  FIXZD
T USE - 1373 scatz scanz
3000 :‘372 8 2 43 108 $933 $303
4000 283 63 10% 5863 5703
| 5600 223 103 103 5703 $603
5000 133 113 108 5503 $503
7000 153 123 '1d% $333 5403
8000 113 133 108 $143 $303
3000 123 143 103 - $203

I/ Based on Bureau of Labor Statistics budget for low-income urktan

£

-

amily of 4 with fuel and utilities bill $1,103.
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Generic Total Home Enercy Cest

"A cenerlc total hcme energv cost woﬁld EeJuse& Qith_~
he income level dete mined by exi isting meth ods to

¢determ1ue ellclbllltv, anc the =wount of assistance.’
.“he cost formula woulc be 51101 Hvet take iﬁto'
acccunt reglonal c.ffer nces in éllmate; fuel used and
iel'gricés.A:Thé:fcrﬁula would also‘take;inio'éccodnt
?hefsiﬁé Of:‘hexéwell?nc'-'?Qr-examQLe} it has bEénf
esblmatﬁd that for hea ng ¢osts-the'amoun£.of fﬁel'oil
requlred~to he;t a 5 -6 room houSe.equals, in galions,
40d+ .1l9 x héé;ing degrae ééys. The'generic-forﬁﬁla

4 g
would hzave

n

o includ

(1L

< e ’ .

1))
et

otz hgusahold e:n 5Y Cost

‘ L A‘I‘i :
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_APPENDIX E-

Py
4
A

‘Amount of Assistance

‘.Regardless of the delivery system, a

.
g

in

sistance «oulu be: ?rOVlded
"to each ellglble househeld'ror a glven heetlng or coollng
season accordlng to a.51mcle formula-

| Amount_or,a531stance = (needed energy(generic usage)rx

cost of energy) . lO.oercent of household lnCOﬁe

The generlc total cost of home energy use would be the flgure

alculated to determrne,yrn conJunCtlon w1tn 1ncome, ellgl—’
‘blrlty This}fi;ure weuld bevredgced by{a-predetermined
'DerCent dependinq'on whiehieligibility sﬁstem’was utilized.

If a flxed percent were used the generlc energy cost

swould be reduced L“v tnar Dercent. ro'reach the sub51dv

figure,:,zf a sliding "percent of budget” scale is implementead,

3

o T <

the generic energv ccst i3 reduced by the aporopriate

W .
o .

narcent (plzase see Appe“dlx C for an xample of th

-

subsidy pattern under both eligibility systems).

e e
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THE WHITE HOUSE

WASHINGTON

April 11, 1979

VIDEOTAPE MESSAGE

Wednesday, April 11, 1979
2:30 pm (10 minutes)
The Rose Garden

From: Greg Schneiders &5

I. PURPOSE

To tape a message to be used as part of a national
telethon to raise money for the U.S. Olympics.

IT. BACKGROUND, PARTICIPANTS AND PRESS PLAN

A. Background: This is the first telethon to raise
money for the U.S. Olympics and it is being produced
by NBC for showing on its network, Saturday, April 21.
You served as the Honorary Chairman of the U.S.
Olympic Committee in 1977.

B. Participants: NBC camera crew

C. Press Plan: None

III. TALKING POINTS

See attached message. This will be placed on the
teleprompter.

Electrostatic Copy Made
for Preservation Purposes
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-OLYMPIC STATEMENT

N

I am glad to take part in tonight's tribute to our
~.amateur athletes -- past, present and fﬁture. Never beforei
“have so many Americans participated in'amateur dthiétics'with

such energy and enthusiasm.

.‘The-Uﬁited States{Qlympic‘Coﬁmittee ﬁag the requﬁgibi;itytw
for éQuipping,'tfaining and sending Quf pest athletéé ﬁ0~the
Olympic and Pan Amerigan Géﬁes.- Thé Olyﬁpic.éommittee‘is_aig"
éitizen effort ;— hot'avgqvernment'organizatioh -- aﬁdﬁif
'-depégds almost entirely onvthe generQsity of ihdividual Ameri-
cans like yourselVes{

I know many dedicated men and women.are working very hard -
right now to get ready'to‘represent our country in the Pan
American Games and at the 1980 Olympics. 'These'athlétes will

symbolize ourvcountry to the peoples of the'world.

Please join me in supporting these fine men and women --

our best amateur athletes -- in the months ahead.



