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THE IMPACT OF RISING ENERGY COSTS ON OLDER
AMERICANS

TUESDAY, JUNE 28, 1977

U.S. SENATE,
SPECIAL C03MITTEE ON AGING,

Washington, D.C.
The committee met, pursuant to notice, at 10:10 a.m., IIon. Frank

Church, chairman, presiding.
Present: Senators Church and Domenici.
Also present: William E. Oriol, staff director; David A. Affeldt,

chief counsel; Philip S. Corwin, professional staff member; Carolcen
L. Silver, minority staff director; David A. Rust, minority profes-
sional staff member; Patricia G. Oriol, chief clerk; Marjorie J. Finney
and Theresa AL. Forster, assistant clerks: and Eugene R. Cumllmings,
plrinting assistant.

OPENING STATEMENT BY SENATOR FRANK CHURCH, CHAIRMAN
Senator CITUR-cr. The hearing will please come to order.
On April 5, almost 3 months ago, I began a hearing on rising

energy costs for older Americans by saying "If spring comes, can
winter be far behind?" Now that it is summer, it may be even more
difficult to think about cold and ice, but for the Senate Committee on
Aging it is necessary to do so.

*W\7e simply must learn from the lessons of the past winter in order
to be prepared for the next one. We have to ask in June whether our
older Americans will once again be as hard hit in the coining winter,
or only partially as hard hit, as they were duirin, the last winter.

At our hearing in April, we heard startling facts about the impact
of bad weather and high energy costs on older Americans. We learned
that some low-income elderly are spending more thian 30 percent of
their monthly checks on fuel costs during the winter months. We lhe ard
about older persons wvho may only have $30 or even $20 left each
month after paying their utility bills. *We compared the increases in
social security benefits with rising energy costs and found that the
costs for electricity and natural gas are far outdistancing the increases
in retirement income.

AWe heard diredtly from older persons who said that the desperation
by them was high during the winter of 1976-77, and would he even
higher next time around unless corrective and preventive actions wvere
taken.

Congress has already responded partially to one need-emergency
relief to assist the poor0 and near poor in meeting abnormally highl
fuel bills incurred during the past winter. The $200 million fol emer-
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gency grants is to be divided and delivered to the States within the
next week or so; and the States have until August 31 to use the funds
to pay bills. I hope that satisfactory use of the money will be made
in that limited period.

I would like to raise the question of whether the administration
is giving any thought to the feasibility of having an inplace mech-
anism, looking ahead toward the possibility of the recurrence of this
problem next winter, in order to provide emergency relief more
promptly than we have been able to do in this case.

FUNDS NOT AVAILABLE

The money just was not available when it was most desperately
needed, and perhaps it won't be again should we have another severe
winter.

Congress has also provided funding for organization of private
dwellings for persons of limited means, and there appears to be a divi-
sion of authority between two Federal agencies as to the responsibility
for such assistance. That matter has not been resolved by the Presi-
dent's energy proposals or by the Congress' energy discussions since
those proposals were made. I hope the representative. of the Federal
Energy Administration can throw some light on that issue today.

I have other questions about the matter of insulating homes and
apartment houses for those whose incomes are above the poverty or
near-poverty level. How can they best be helped? Are loans provided
by utility companies, or what is the best way or the more direct means?
This is a question that I know my colleagues are interested in, too.

Finally, I would like to say that the President's recognition of the
need for utility rate reform in his national energy plan was very wel-
come. He called for several actions which could result in more equitable
rates. I do not think discussion of the lifeline ratesettings received
much attention before this committee. I think the lifeline concept de-
serves testing on a rather extensive demonstration basis. I hope that we
can have more light shed upon it during this morning's discussions.

Now, of course, I have other questions, but I think it is important to
hear from our witnesses on matters that could not be discussed at our
hearing in April, which was a few weeks before the President issued
his message on his energy plan. Now that we have these proposals and
we have had, a chance to study them, the testimony this morning will
be of particular pertinence.

I want to be sure the agency representatives here know this com-
mittee stands ready to work with them in every way possible.

This winter we hope that we will have set in place some mechanism
that might work promptly to reach those people of low incomes that
cannot pay these high costs in order to keep warm.

So that is the major reason for holding these hearings today. We
are lookinr ahead. I want to welcome the witnesses. There is no need
to explain that, despite the efforts to reorganize the Senate to avoid
conflicts, I have three different hearings I have to attend this morning.
I will be in and out. I suppose Senator Domenici will be here. but we
will do the best we can between us, and other members of the com-
mittee coining in and out. If it happens that at any time both of us are
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absent, then I would ask the staff to carry on the questioning so that
we can complete what we had hoped to accomplish this morning while
the witnesses are here.

Now, Senator Domenici, would you like to say anything before we
start?

STATEMENT BY SENATOR PETE V. DOMENICI

Senator DOmENICI. Just very briefly, Mr. Chairman.
I hope that it works out that we are not both out at the same time

but that may be the case. I have the exact same conflict.
I have no prepared remarks. I am particularly interested in how we

are going to help the poor and the elderly in our country effect the
energy conservation that we are trying to impose across the board.

Second, I am genuinely concerned about that group of poor senior
citizens who are already living on fixed incomes and how they will
meet the ever-increasing price for energy. Even with the President's
plan, there is an admission that the cost of energy is going to go up.
I will be interested in finding out what the administration witnesses
have in mind with reference to assisting the low fixed-income elderly
meet the ever-increasing costs of energy as a percentage of their income.
I am sure that Ms. Olivarez, Mr. Chairman, who I personally know
and who comes from my home city, is learning a very difficult job and
I truly expect that she will have some strong management ideas with
reference to the weatherization and energy conservation programs
administered by her agency.

Having said that, I am interested in hearing her testimony and I
want to thank you, Mr. Chairman, for convening this morning's
hearing.

Senator CHURCH. Thank you very much, Senator.
Our first witness, then, will be Graciela Olivarez.
It has been suggested by Mr. Oriol that we might call all of the

witnesses up as a panel in the interest of saving time. So would those
witnesses come up to the witness table. David J. Bardin, Deputy Ad-
ministrator, Federal Energy Administration, also representing the
Energy Resources Council; and Hon. Lawrence Simons, Assistant
Secretary for Housing, Federal Housing Commissioner, Department
of Housing and Urban Development.

We can hear from the panelists in the order that they were called
forward.

STATEMENT OF HON. GRACIELA OLIVAREZ, DIRECTOR, COMMUNITY
SERVICES ADMINISTRATION; ACCOMPANIED BY RICHARD M.
SAUL, COORDINATOR OF ENERGY PROGRAMS

MS. OLTVAREZ. Thank you, Mr. Chairman. My name is Graciela
Olivarez; with me is Richard Saul, who is the Energy Coordinator of
the agency.

I should point out, Mr. Chairman, that I have been on the job a
little less than 2 months, and I don't profess to be an expert on any
of the phases of the program yet, and that is why I asked Mr. Saul to
accompany me because he has a better grasp of what is going on in the
agency, in terms of energy and the elderly.
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I would like to submit my statement for the record; I won't read
it.

Senator CHUlRCH. Very good. It will be entered into the record
now.

[The prepared statement of Graciela Olivarez follows:]

PREPARED STATEMENT OF GRACIELA OLIAVAREZ

My name is Graciela Olivarez and I am Director of the Community Services
Administration, formerly the Office of Economic Opportunity. I am particularly
pleased to have the opportunity to present testimony to this committee and to
discuss the subject of the energy problems of the elderly, because I head an
agency which I believe has helped to encourage and assist many low-income
elderly persons faced with utility and fuel bills they simply cannot afford to pay.

Beginning shortly after the oil embargo in the fall of 1973, CSA (then OEO)
and its nearly 900 community action agencies undertook a variety of programs
designed to alleviate the severe impact of the energy crisis on the poor and the
elderly-both in terms of shortages and rapidly rising costs. These included
emergency fuel supplies and assistance to prevent utility shutoff, gasoline hot-
lines and crisis centers, and insulation of their houses. Perhaps the best known
of these programs was Maine's project F.U.E.L., funded by OEO in December
1973, which insulated 2,878 poor people's houses in Maine in a period of 4 months.
In the two winters of 1973-74 and 1974-75, OEO/CSA and community action
agencies diverted more than $20 million in funds to energy related programing,
largely on an ad hoc basis and in response to need.

Fiscal year 1975 was the first in which there were funds specifically appro-
priated for this program, now authorized by section 222(a) (12) of the Com-
munity Services Act, adopted in January of 1975. The total available in fiscal
years 1975 and 1976 for CSA energy programs was $44 million. The appropriation
for the first 6 months of fiscal year 1977 was $27.5 million; the fiscal year 1977
supplemental appropriation, signed by the President on May 4, included $282.5
million for CSA energy programing, of which $200 million is earmarked for a
special crisis intervention program to assist in payment of fuel and utility bills.
and $82.5 million to the regular emergency energy conservation program. This
brings the level of the CSA energy conservation program up to $110 million for
the current fiscal year, of which approximately 75 percent goes to weatherization.

CSA's authorizing legislation, section 222(a) (12) of the Economic Opportunity
Act, as amended, establishes a broad program entitled the emergency energy
conservation program, "designed to enable low-income individuals and families.
including the elderly and the near poor, to participate in energy conservation
programs designed to lessen the impact of the high cost of energy on such indi-
viduals and families and to reduce individual and family energy consumption."
The section includes broad authority to carry out a wide range of programs in
furtherance of these purposes. Included in the major program activities described
in CSA's instruction for this program are:

(a) Weatherization: Making home repairs and energy saving improvements
to minimize heat loss and improve thermal efficieney. Components include re-
pairs to stop heat loss through infiltration: installation of a balanced eom-
bination of energy saving home improvements. including insulation and storm
windows and doors: and where needed, the adjustment and repair of heating
systems.

(hb) Crisiq intervention: Tntervention to prevent hardshin or danger to health
due to utility shutoff or lack of fuel. Comnonents include grants, loans. fuel
voucher or stamp programs, or payment guarantees: mediation with utility
companies or fuel suppliers and financial counseling, and maintenance of
emergenev fuel sunplies. warm clothing, and blankets.

(c) Consumer information, education, and legal assistance: Dissemination of
energy conservation information. conducting of energy conservation education
progrnams and the representation of the interests of the poor in public proceed-
inLs involving, for example. energy policy and utility rate structures.

(d) Tr'rnsnortation: Projeets desizned to offset the increased costs to the
poor of transportation needed for access to essential services and employment.

(e) Alternatc energi, sourccs: Development and apnlieation to energy needs of
the poor of technology that capitalizes on nonfossil fuels and renewable energy
sonrces such as solar and wvind power or methane digesters: or that can make
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conventional fuels available to the poor at substantially decreased cost and/or
increase efficiency.

(f) Program 8upport: Training and technical assistance, research and dem-
onstration, and evaluation.

IMPORTANCE OF WEATHERIZATION

Of the wide range of activities authorized by CSA's section 222(a) (12), the
largest and most important in terms of a long-range solution to the problem of
the inability of the poor and the elderly to pay necessary energy costs is
weatherization, or increasing the energy efficiency of their dwellings. Weatheriza-
tion also has the most important implications for the growing burden that energy
costs are placing on tax supported programs such as SSI, social security, welfare,
and public housing; and, in terms of energy resource development, we believe it
to be cost effective.

There are 14 million households below 125 percent of the poverty threshold;
55 percent are renters, 60 percent live in single-family dwellings, and 22 percent
in apartments of eight units or less; in central cities, 20 percent live in apart-
ments of nine units or more, which compares with 11 percent for the Nation
as a whole.

According to a study recently completed for CSA by the Washington Center
for Metropolitan Studies on "The Energy Crisis and Low-Income Americans,"
of the 14 million households below 125 percent of the poverty threshold, 5.2
million, or 37 percent, are households with heads aged 65 or over.

According to the study, 57 percent of the elderly live in detached houses, slightly
higher than the total for low-income households as a whole; and, of course,
detached houses require more energy to heat than those with common walls. Also,
the houses of the elderly tend to be older, and the study found that they
are less well equipped with insulation than the average low-income dwelling,
although they are somewhat better equipped with storm doors and windows.
The study found that fully 50 percent of the homes of the elderly had no insula-
tion in either walls or ceiling, and only 22 percent had both. Only 44 percent
had all or some windows covered with storm sash, while 52 percent had storm
doors on all or some outside exits.

The large majority of these homes are in need of improvements which will
stop air infiltration. For example, we know that 71 percent of all low-income
dwellings have no window weatherstripping. We also know from 3 years of
experience with the OEO/CSA weatherization program-and housing programs
over an even longer period-that many dwellings of the poor have broken
windows and doors, holes in the floor or siding, bad roofs, and that many of
the heating sources are operating at very low efficiency because of lack of adequate
maintenance.

In addition to weatherization, examples of other activities supported by the
CSA energy conservation program during the past 2 years include:

-Crisis intervention assistance to 48,400 families between July 1975 and Octo-
ber 1976. The figures for the past winter have not yet been compiled, but
were substantially higher because of the severity of the winter.

-A pilot grant to the Nebraska Center for Rural Affairs for a program to
demonstrate energy conserving techniques on small, low-income farms in
the corn belt.

-The establishment of a National Center for Appropriate Technology, head-
quartered in Butte. 'Mont., whose role will be to provide information, publish
reports and manuals on energy technology and related subjects, and provide
technical assistance and modest financial support to projects and programs
of CAA's and other qualifying local groups seeking to develop and improve
innovative energy technology and energy systems appropriate to the needs of
the poor. The center will concentrate on technological support for CSA's
weatherization program as well as attacking specific areas of need, such as
the problem of making mobile homes more energy efficient, and reducing the
cost of solar hot water.

-A 2-year grant to the National Consumer Law Center In Boston, Mass., to
provide legal backup and economic analysis to local projects involved in
utility rate structure hearings and other energy related administrative or
legislative proceedings, so as to assure adequate representation of the inter-
ests of the poor.
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-A demonstration grant to 519 East 11th Street in New York City for the
installation of solar hot water and a wind generator on a six-story tenement
house followed by a 2-year grant to the energy task force-the group of
young people who provided the technical support to the 519 project-to give
similar support to other similar projects throughout the greater New York
area.

-Support of solar greenhouse projects in California and Arizona, assistance
in refinement of a new wood stove in Bellow Falls, Vt., and others.

PROGRAM DEsIGN

At this point, I should like to explain the design of CSA's weatherization
program. In designing the program, we have built upon two strengths: first the
agency's network of nearly 900 community action agencies, serving areas in
which reside 83 percent of the Nation's poor; and second, on the National Bureau
of Standards study, "Retrofitting Existing Housing for Energy Conservation: An
Economic Analysis."

A word about the community action agencies, and particularly some facts which
are relevant to their weatherization capability: Based on preliminary findings
of a recent study of a statistically valid sample of 10 percent of 843 agencies,
community action agencies have a total paid staff of 108,250, plus a total of
395,300 volunteers, for a grand total of paid and volunteer staff of 503,500,
which represents an outreach capability familiar with the poor and their prob-
lems unmatched anywhere. In the past year, these agencies brought services rang-
ing from manpower and economic development programs to transportation, hous-
ing, food, and senior opportunities, to 27 million direct participants. Total pro-
grams expenditures in 17 different program areas came to $1.5 billion, only
$327 million, or 19.8 percent, of which came from CSA. The balance represented
a mobilization of $1.2 billion in other Federal, State, and local resources.

The basic planning and data instrument is the building weatherization plan,
which must be completed for every building worked on, and on which the local
administering agency enters basic data about the dwelling, the work required
to stop heat loss through infiltration, and the computations which indicate the
optimal level of weatherization and its cost.

In addition, every local project must establish a project advisory committee,
made up of at least 51 percent poor persons and including representatives of the
local governments and other resource agencies within the community served, as
well as a representative or representatives of the local public utility and local
fuel dealers.

We suggest in our agency instruction that the project advisory committee
should be the focal point of energy related planning for the local administering
agency; and it can also play a major leadership role in the larger community,
educating and influencing the nonpoor about the need for the benefits accruing
to them from energy conservation.

Support of communitywide conservation efforts can also mean economic stimu-
lation and new job opportunities for the poor.

I have tried briefly to acquaint you with the agency's experience to date in
energy programing, and to provide you with a general sketch of the level of need
of that portion of the population which is least able to meet its energy emergen-
cies without some form of assistance. More detailed information on either of
the above can be provided on request.

Finally I should like to point out that CSA, with 1977 funds, is hoping to
undertake in the very near future, with the National Bureau of Standards, a
major research effort which will make actual measurements of the actual savings
achieved through optimal weatherization of homes of the poor and near-poor.

Through a program that will optimally weatherize dwellings which represent
the 11 different building types in each of the 16 climate zones in the Nation
and that will instrument many of those dwellings and follow household energy
use over a 2-year period, we hope for the first time to obtain really hard data
on the savings that are possible and the actual costs involved.

This is particularly important because it will tell us whether, through a
program of optimal weatherization of the homes of the elderly poor, it will be
possible to so reduce their energy consumption that they will not be forever de-
pendent on the government for subsidy of their energy costs. In testimony a few
months ago before this committee, Administrator O'Leary of the Federal Energy
Administration testified that many elderly poor last winter paid as much as



417

50 percent of their disposable income for energy. He suggested that the best that
weatherization could accomplish would be to reduce that 50 percent to 40 per-
cent, indicating that the rest was a "social" problem, i.e., one to be dealt with
through income transfer.

We would like to think that we can do better than that, and by this time
next year we should have meaningful results from the work to be done with the
National Bureau of Standards, which will indicate just how close our local
agencies can come to achieving energy self-reliance for the poor and the elderly
on fixed incomes. We hope and believe that this goal can be reached through
a comprehensive program that combines weatherization with conservation educa-
tioa and counseling, support of utility rates that provide essential services at
the lowest cost, and development of alternative energy sources that are simple,
affordable, and easy to maintain. At the same time we believe that such a pro-
gram can create jobs, improve the housing of the poor and the elderly, and
stimulate the development and improvement of their neighborhoods.

SUPPLEMENTAL APPROPRIATION RECEIVED

Of course, such a program will take time, and in the meantime, the needs
of the elderly and poor must be met. As you know, CSA recently received a
supplemental appropriation of $200 million for a special crisis intervention
program designed to assist those hardest hit by last winter's severe weather.
CSA will be carrying out an extensive assessment of this program in order to
learn as much from the experience as we can so as to be able to meet similar
crises as effectively as possible in the future.

We will of course be happy to keep you informed of the progress of our
monitoring and assessment of the program as we go along although most of the
significant information will not be available until after the program ends
on August 31, 1977. We have requested and will be receiving from the Governors,
starting in August, monthly information which is filed by utility companies in
their States on the number of shutoffs, accounts in arrears, amount of arrearages,
and the like, which is being shared with the Federal Energy Administration.

In addition, as a result of discussions which took place during the planning of
the special crisis intervention programs, the Edison Electric Institute and the
American Gas Association have expressed an interest in being represented on
a CSA-sponsored task force which will seek to gather more specific information
of this kind from a sampling of low-income neighborhoods. The National Oil
Jobbers Council has taken the matter of participation in this task force under
advisement. With this type of information, we hope to be able to keep better
track of the severity of the impact of energy prices on the poor and elderly
before and during the coming winter.

With regard to the special crisis intervention program itself, let me briefly
summarize: The President signed the supplemental appropriation bill on May 4,
1977. On May 27, I sent a lengthy memorandum describing the program to the
Governors of the 50 States, Puerto Rico, and the Virgin Islands, and the mayor
of the District of Columbia. Accompanying the memorandum was a copy of the
proposed special conditions governing the program and the allocation of funds to
the States, based on a formula set out in the Senate appropriation report. The
formula included last winter's heating degree days, number of poor, number
of elderly, and a factor for comparative fuel costs.

It is important to remember that this is a State program. The Governors will
choose the agencies within their States that will carry it out as well as the
method for disbursement of the funds. However, CSA has imposed certain safe-
guards and minimum requirements, including:

-Priority assistance to elderly.
-No currency to change hands.
-All programs to be audited.
-Payments to be made to energy suppliers (except $50, which Senate report

provided should go to households in dire straits because of having paid
large energy bills).

-Energy bills to be reduced by full amount of the payments.
-Any remaining balance to be covered by a deferred payment arrangement.
-No security deposit.
The Senate report also put a limit of $250 on the amount of assistance to be

paid to or on behalf of any household. Income eligibility, as in CSA's regular
energy program, is 125 percent of the poverty threshold.
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As of June 24, last Friday, 23 States had subniitted requests for funds. 13
grants had been approved, and 2 States had submitted State plans for CSA re-
gional offices for review. No funds can be released until Stare plans have been
submitted and reviewed for completeness.

MS. OLIVAREZ. I would just like to point out, WMr. Chairmnan, that
with regard to the special crisis intervention program itself. I will
summarize by saying that the President signed the supplemental ap-
plropriation bill on May 4, 1977. On May 27, I sent a lengthy memo
describing the program to the Governors of the 50 States, Puerto Rico,
the Virgin Islands, and the Mayor of the District of Columbia. Ac-
companying the memo was a copy of the proposed special conditions
governingo the program and the allocation of funds to the States based
on a formula set out in the Senate appropriation report.

The formula included last winter's heating degree days, number of
poor, number of elderly, and a factor for comparative fuel costs.

MIINIMIUMr REQUIRE-21ENTTS NOTED

It is important to remember that this is a State program. The Gov-
ernors will choose the agencies within their States that will carrv it
out as wvell as the method for disbursement of the funds. However,
CSA has imposed certain safeguards and minimum requirements,
including:

No. 1: Priority assistance to the elderly.
No. 2: No currency to change hands.
No. 3: All programs to be audited.
No. 4: Payments to be made to energy suppliers, except $50 which

Senate report provided should go to households in dire straits because
of having paid large energy bills.

No. 5: Energy bills to be reduced by full amount of payments.
No. 6: Any remaining balance to be covered by a deferred payment

arrangement.
No. 7: No security deposit.
The Senate report also put a limit of $250 on the amount of as-

sistance to be paid to or on behalf of any household. Income eligibility,
as in CSA's regular energy program, is 125 percent of the poverty
threshold.

As of June 24, last Friday, 23 States had submitted requests for
funds, 13 grants had been approved, and two States had submitted
State plans to CSA regional offices for review. No funds can be re-
leased until State plans have been submitted for completeness.

Senator DoMENICI. [presiding]. Would you please repeat that
again?

MS. OLIVAREZ. Twenty-eight have indicated that they will be ap-
plying for the money.

Senator DoMENICI. Have we disbursed any funds yet?
MS. OLIVAREZ. Not yet. We are in the process of doing our first ones

bv tomorrow. Not all the States have submitted the plans yet. The 28
I have indicated have written in asking us to take care of the funds
for them; after that, they have to submit the plans, and then we will
start giving the money.

By the way, Senator, New Mexico is one of the States that has asked
to participate in the program.
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Senator DOmENTCI. And we will get about $1.2 million?
MS. OLIVAREZ. That is in essence where we are. New Mexico gets

$1,160,000.
Senator DOMENICI. Before you leave the crisis intervention pro-

gram, it is my understanding that it is a $200 million national pro-
glallm in terms of funding.

is. OLIVAREZ. Yes, sir.
Senator DOM1ENIci. Even though it is going to be State managed,

are you going to monitor it in such a way that you will be able to
tell us the nature of its impact and what it really has been able to do?-

MONTHLY ACCOUNTING REQUIRED

Ms. OLIVAREZ. Yes, sir. Starting in August, each Governor is re-
quired to send us, on a monthly basis, the amount of money that they
have spent, how they have spent it, how much of it has been in ar-
rears-just exactly the data that we need to find out whether the pro-
gr ain was effective or not. Those will not start coming in until August.

Senator DOMENICi. Did you find that the Governors of the respec-
tive States were informed or uninformed on this program when you
first communicated with them ?

MS. OLIVAREZ. Well, we worked with the Governors conference, and
most of them were aware that this was coming down the pike.

Senator DomrENICI. Go ahead. Thank you.
MIS. OLTVAREZ. Back with the crisis intervention program, the agency

is very concerned over the fact that there don't seem to be any plans
for the future. We ourselves have a very limited amount of money.
at the regional level for crisis interventions, but it does not even begin
to scratch the surface of need.

My concern, Senator, and you know my background is in planning.
is that there does not seem to be any planning for preventive measures.
Everything that we are involved in is of a remedial nature, and it
tends to cost a lot more than the preventive work. We would like to
work with other agencies. As the Senator and the chairman said, this
is June. It is almost July, and I am not sure that any of us is com-
pletely prepared to deal with another crisis like the one we had last
wiMnter.

Senator DOMENICL. Well, I might ask you, what prevents this from
occurring? We are here to find out what we can do. If you are just
sharing your problem with us, we are glad to share it. If you have
some thoughts on possible solutions, we would be glad to have them
also.

MS. OLIVAREZ. I think there ought to be some interagency effort.
The one thing I discovered in this city is that everybody is very turf
conscious, and we are not. We are ready to work with anybody. When
you look at our budget, compared to the budgets of other agencies,
we have a very limited amount of money but a lot of experience and
eagerness to work with others, so we can get involved in some preven-
tive programs rather than remedial programs. Because the agency
is a small agency, and this system talks about deficits in the billions
and cost overruns of the millions, our agency deals in the hundreds,
so we don't carry the clout nor the popularity that is required to be
the convenor of such a group.
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Senator DOMENIcI. Perhaps you ought to share with the committee

the activities that you are undertaking that you think will have some

impact in the area of the elderly poor and energy. Then I will have

some questions about various programs. I would note that I share

your concern about these interagency relationships.
Ms. OLIVAREZ. I would like to have Mr. Saul talk about the program

that we are involved in.
Senator DoMENIcI. Please.
Mr. SAUL. Thank you, Senator. CSA's energy program basically

is a comprehensive one which includes weatherization, the largest

component, and crisis intervention, which involves emergency pay-

ments for energy costs. We have been averaging about 12 percent of

the funds that up until last winter were being used by local agencies

for crisis intervention. We looked at this, not as an income transfer

program, but rather a last resort-emergency intervention to prevent

families from freezing.

FUNDS TRANSFERRED

Last winter, we authorized our agencies to transfer 40 percent of

their weatherization funds into crisis intervention which, in many

of the States, they did. In addition to that, we have conservation ed-

ucation and advocacy representation of the poor and one of our con-

cerns is that under the new bill, happily, States will be mandated to

change the utility rate structures away from declining block rates,

which means there* will be proceedings in every State. There already

are proceedings in many States looking to redesign the rate struc-

tures. We have provided funds to the National Consumer Law Cen-

ter in Boston to provide backup to our agencies.
One of the activities of our program is for the local agencies, and

we have over 900 local energy projects around the country. We expect

that by the time the current funds are distributed, it will be over the

1,000 mark, reaching virtually all. the counties in the country. One

of the activities will be to assure that the interests of low-income per-

sons and low-income elderly are adequately represented at these State

hearings which will be looking into new utility rate structures.

Another aspect of the program is the development of low-cost al-

ternate energy sources. So far, we do have a number of small demon-

stration programs involving low-cost solar applications, greenhouses,

solar-heated greenhouses.
Senator DoMENIcI. I think I have heard about most of those when

you testified before the Energy Committee. Maybe I ought to spend

a few minutes questioning you, and then we will hear from the other

panelists.
First, it appears to me that current studies would clearly indicate

that the need for weatherization services is one of the major problems

in the area of energy conservation for the elderly. I need not repeat

the statistics and facts that are in your statement but obviously it is

a major concern for low-income persons.
I am greatly concerned about what appears to be confusion as to

who is going to handle this weatherization program. My understand-

ing is CSA is presently administering the $82.5 million program that

we have approved.
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Mr. SAUL. That is right; $110 million is this fiscal year's total.
Senator DOMENICI. Now one question on the special crisis interven-

tion program. Did OMB release the full $200 million?
Mr. SAUL. Yes.
Senator DOMENICI. So that is what you are working with, the States

and the territories.
Mr. SAUL. Yes.
Senator DoMENICI. Ms. Olivarez, what is your understanding as to

where we are going beyond the $82.5 million program? The adminis-
tration has a major commitment in their energy program to continue
weatherization. It is my understanding that program is currently
funded at $130 million. Who is going to administer it, CSA or FEA?
Do you know at this point?

Ms. OLIVAREZ. No, I don't know at this point who is going to
administer it.

PROGRAM ADMINISTRATION

Senator DOMENICI. The fact that you are administering a $82.5 mil-
lion program has not prompted anyone to call your agency up and
talk about who is going to handle the $130 million program?

Ms. OLIVAREZ. I did have a talk yesterday afternoon about who
was going to do it, and how we are gomgi to do it. We have that down;
we have not worked out the details. t

Senator DOMENICI. With reference to your current weatherization
program, are there any changes in the law that you recommend that
will make it easier for you to do the job-to get more money into
the individual home that needs repairing? Do you have any sugges-
tions for the committee?

Mr. SAUL. With respect to our legislation, it is so broad that it really
permits us to do anything. I do think that the Ilousing and Commu-
nity Development Subcommittee of the IHouse approved amendments
to the national energy bill which did take care of some of the things.

For instance, they changed the eligibility level to 125 percent of
the poverty line. They also increased the amount which could be spent
per dwelling to $800 which we feel is more in line with the real need.
Our real concern is that if we are going to do something, particularly
for the elderly on fixed incomes, in terms of making it possible for
them to live without having to be subsidized forever, then we have got
to be at the level of weatherization which will substantially reduce
energy consumption. We believe that it is possible, but it is going to
probably take an average of $600, $700, $800 in the Nation, and some
places it is going to be over $1,000 in the colder areas.

Senator Do}fENIcI. Is that labor and material?
Mr. SAUL. No; that is material. We believe it is possible, and we

will have harder data on this by this time next year. We are under-
taking a program to do some very carefully designed selection of
dwellings covering 18 building types in 16 different climatic zones
with the National Bureau of Standards, which will give us some really
hard data on the cost and the savings that are possible, so that we can
find out just what that equation is and if it is indeed a feasible thing.

Senator DOMENICI. Are you suggesting that the homes of the poor
require more to be spent on them to get maximum insulation than the
average American home?
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Mr. SAUL. Oh, yes. Not only that, but there is also a lot of rehabilita-
tion work that needs to be done in conjunction with that. We know
that a lot of these houses have bad roofs, and it is really not safe to
insulate a house, put insulation in the attic if you have a leaking roof.
We know there are a lot of these dwellings that are old and have 40-
year-old wiring in them. It is really criminal to go in without replacing
that wiring and cover that wiring with insulation. So there is a lot
of rehabilitation work that we feel needs to be done in conjunction
with that, and we don't see ourselves as being the source of

Senator DOMENICI. Are you doing that now?
Mr. SAUL. What we are doing now largely is not with our energy

funds, but our agencies are doing their best to get the Farmers Home
Administration section 504 loans and community development block
grant money which is available in communities, because there is a
clause there that requires the maintenance of housing stock. So it has
been possible to get, though not on the scale that is needed. The thing
is that there are so many houses that need work. and so far it has been
possible frequently to choose the houses that don't need the rehabilita-
tion work and delay doing the houses that do.

The need of the persons in the houses that don't need as much re-
habilitation work is just as great, so the projects have been able to
choose, but that won't last forever.

PROGRAM ADEQUACY Q rESTIONED

Senator DoixENIcI. I don't find anything on the books, in terms of
funding, that is going to rehabilitate homes in anything like the pro-
portions you are seeking to weatherize. We don't have that kind of
major rehabilitation programs going on in this country.

Mr. SAUL. That is true. As far as 504 loans, that is really not a very
practical solution to the elderly because a lot of them will not qualify
for loans because the fear is that they won't be around long enough to
pay the loans off, and it is a rather conservative loan program anyway;
so the 504 grant program which we know has been reactivated in recent
years has got to be the answer for the elderly.

Senator DOMENICI. Are you familiar with the pending $250 million
youth employment bill that is coming out of conference? It is title
II project oriented and basically deals with small projects like weather-
izing homes, and CETA will furnish the manpower. Has that been
coordinated with your agency?

Mr. SAUL. We are talking to the Labor Department. We have been
very busy in recent weeks with the $200 million, but we have talked
witi them last week. We have had conversations with them about that
program. One of the things our experience has shown with regard to
using CETA, which most of the projects do use, is that there is really
a need for permanent hiring of supervisors. I met just yesterday with
all of the project directors in Massachusetts, for example, and went
through some of the things we are considering. They were all very,
very concerned that they be permitted to use some of our funds to hire
supervisors for the work crews in weatherization because of the turn-
over and low skill level of many of the CETA workers, and the need
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of maintaining adequate quality of workmanship that is really essen-
tial. We are taking steps to try and deal with these problems.

Senator DOMIENICi. That bill provides for supervisors and they are
immune from the wage scales provided.

Let me ask you this. How do you handle the weatherization program
that you are administering? Ms. Olivarez has explained that the
crisis funding program is administered through the Governors. How
do you handle your weatherization program? What is the management
scheme?

Mr. SAUL. The grants are made to the States in some cases-about
20 cases-or directly to the local agencies. It depends on our regional
offices and their judgment as to the most effective way to run it. There
is a State planning process which we are now just starting to use for
this cycle of funding. We have asked the States and the local projects
and our regions to undertake a planning process Which will identify
those local agencies, identify the funds going to them, the activities to
be undertaken, and particularly the training and technical assistance
needs which will be needed to sustain that level and effort. Then our
regions will be planning training programs, usually using, the more
experienced of our grantees to carry the training out.

The program itself, of course, at the local level has a project ad-
visory committee for each local project, and the local outreach at the
community action agency or some other agency is doing it. They are
the ones that identify the clientele.

Senator DOXENIcI. The Energy Conservation and Production Act
says that FEA should coordinate the development of its weatheriza-
tion program regulations with CSA. Is that occurring or has that
occurred?

Air. SAUL. There were a few meetings. We did raise, on several
occasions, questions and concerns about the regulations, some of which
were addressed, some of which were not. There has been coordination,
but it falls somewhat short of the total coordination suggested.

Senator DoXiENIcI. Let us leave the two of you for a moment and see
whether Mir. Bardin would like to make a few opening remiiarks, and
then we will do the same for you, MIr. Simons.

STATEMENT OF HON. DAVID J. BARDIN, DEPUTY ADMINISTRATOR,
FEDERAL ENERGY ADMINISTRATION; ACCOMPANIED BY HAZEL
ROLLINS, ASSISTANT FOR CONSERVATION

MIr. BARDIN. Thank you. I am accompanied by Hazel Rollins, our
Assistant for Conservation in FEA, and formerly the General Counsel
of the Community Services Administration. The coordination which
already exists at the key personnel side level in our agencies and this
Administration is enhanced by the fact that our Adminiistrator, John
O'Leary, as well as the CSA Administrator, Graciela Olivarez, come
from the great State of New Mexico and know each other. I think we
will be working together to address some of these problems.

I have a prepared statement, Senator, which I ask be included in
the record as if read.

Senator DOMENTICI. It will be made a part of the record.

! )5-349-7 7 2
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[The prepared statement of Mr. Bardin follows:]

PREPARED STATEMENT OF DAVID J. BARDIN

Mr. Chairman and members of the committee, I appreciate the opportunity
to appear before you today to discuss President Carter's national energy plan and
its impact on older Americans. Older Americans have experienced previous transi-
tions in our energy economy. Their perspective can help our country weather
the transition which confronts us. However, rising energy prices and overall
inflation have made it especially difficult for elderly Americans to meet the ex-
penses of the bare necessities of life.

Senior citizens have lived through much of American history. The elderly
remember not only the wood stove and a time of less dependence on fuel powered
machines, appliances, and gadgets, but also years of great national sacrifices im-
posed by two world wars and the great depression. Historically, the elderly of
today have had to be frugal. Most are already conscious about energy waste;
their energy frugality, though often imposed by a lack of means, is virtually
always evident in their lifestyles. Ironically, elderly Americans are more vulner-
able to sharply rising energy prices and energy supply disruptions than any other
segment of the population.

President Carter's national energy plan will allow us to make a gradual transi-
tion to a more energy efficient society. Without this gradual transition it will be
necessary to endure dramatic energy supply disruption in the future.

The national energy plan attempts to address our energy problems compre-
hensively, and in a manner that is fair to all regions, sectors, and groups within
our society. The elderly, as a group, experience special problems in the face of ris-
ing energy prices. Many older people are more sensitive to the cold and need to
maintain reasonably warm temperatures in their homes. The greatest impact
on the elderly derives from the fact that their income as a group is substantially
lower than that of the general population, and not likely to keep pace with rises in
the cost of living. The price, tax, and rebate provisions of President Carter's
National Energy Act were designed to protectthe purchasing power of consumers
in general, and of those on low or fixed incomes in particular.

COMPONENTS OF THE PLAN HAVING THE GREATEST IMPACT ON TIlE ELDERLY

The oil and gas pricing provisions and the crude oil equalization tax are de-
signed to allow scarce resources to be priced at their true replacement cost, but
through a mechanism which is equitable to both producers and consumers. The
net effect of these provisions on oil prices is expected to add approximately $4.5
billion (in real terms) to expenditures on oil products by 1985. As a result of the
tax mechanisms we have proposed, these increases will not place a severe burden
on consumers, particularly the elderly on low or fixed incomes.

To protect households which use oil to heat their homes, the increased price
of distillate oil for use by residential consumers would be rebated penny-for-
penny to heating oil distributors, with the proviso that it be rebated in turn to
consumers. Thus, the crude oil tax would not result in increased heating oil
prices to residential consumers.

However, if the heating oil rebate is not enacted, the tax on crude oil would
result in an increase in the cost of home fuels for those households which use
oil to heat their homes. The burden would be felt more heavily by low-income
households, for which expenditures for home fuels represent a larger portion of
income.

Consumers will be protected from direct and indirect impact of our proposed
wellhead tax, through the return of the net revenues from such tax in the form
of per capita rebates. While consumers would experience increased prices for
gasoline due to the wellhead tax and increased prices for many consumer prod-
ucts, the positive benefit of the rebate would generally offset adverse impacts on
the elderly.

Price increases for basic necessities such as home fuels and food are regres-
sive, in that they impact more severely on the disposable income of consumers
in the lower income brackets. The rebate provisions in the plan are particularly
important in terms of maintaining the purchasing power of low-income
bouseholds.
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The natural gas pricing provisions in the plan would protect residential and
small commercial users of natural gas from the immediate effects of price in-
creases, since they have far less capability than large nonresidential users to
convert to other fuels. Under the proposed pricing policy, the well head cost of
the more expensive new supplies of natural gas would initially be allocated to
large, nonresidential users. This provision to protect consumers from rapid in-
creases in natural gas prices is particularly important for low-income elderly
households.

It is important to note that, were Congress to deregulate the wellhead price of
all new gas in the interstate market, the cost of gas to consumers would increase
substantially between now and 1985-by about $70 billion. An increase of this
magnitude would be particularly harsh for the elderly.

The provisions for improved utility rate design in the national energy plan
would lead to greater efficiencies in the operation of utilities, reducing the need
for new capacity and helping to restrain the rise of electricity prices to
consumers.

The conversation provisions for residential buildings contained in the Presi-
dent's proposed bill will substantially lower home fuel bills by providing strong
incentives and assistance to consumers to insulate and weatherize their homes
thus reducing energy waste.

We all know how much household budgets were hurt during the past winter by
rising home heating fuel costs. Average bills across the country increased dra-
miatically over the preceding year, reflecting higher energy costs as well as the

extreme cold.
Low-income elderly households were particularly hard hit by these increases.

Though energy savings achieved from insulation and weatherization would vary
by climate and by the initial condition of the residence, we estimate that the
average household could improve its energy efficiency by approximately 35 per-
cent of its total energy use.

The national energy plan would establish a residential energy savings program
to be conducted through the utilities as a vital element of the total residential
energy conservation proposals. The utility program would require the Nation's
public utilities to provide a "turnkey" conservation service, including identifica-
tion, installation, and financing of conservation items through utility bills.

SERVICE REQUIREMENTS LIsTED

Our utilities program is designed to make utilities a convenient energy con-
servation information and service resource. Each gas or electric utility will be
required to offer its customers a conservation program.which meets several Fed-
eral requirements. These include provisions that would require the utility to offer
three services no later than January 1, 1980:

-To inspect upon request the residence of each customer and provide energy
conservation costs and savings information; while also providing a list of
all other businesses in the area who could do the work.

-To arrange to install certain specified conservation measures if desired by
the customer (normally through subcontractors).

-To arrange financing for these investments through additions to utility bills,
if desired by the customer and provide the customer with a list of all com-
peting qualified lenders in the area.

Owners and renters of one- and two-family residences would be included in this
coverage, and would also be eligible for financing and for tax credits. Utilities
would be required to provide lists of qualified contractors to their customers
as well as lists of alternative lenders.

We have chosen utilities to be a focal point since at present a homeowner
faces a bewildering array of information sources, of separate contractors, and of
lenders who must each be contacted in trying to put together a complete con-
servation package. Of course, many homeowners will want to install measures
themselves; and they may still purchase services from private contractors and
borrow from other lenders. The President's plan preserves this freedom of choice.

All homeowners purchasing and installing conservation materials, whether
through the utility program or independently, would be eligible for the resi-
dential investment tax credit.
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Installment financing through utilities would be particularly helpful to those
average older Americans who tend to have less discretionary income to invest up
front on home improvements.

Those low-income families who cannot afford to make investments in conserva-
tion measures wvould be eligible for the weatherization assistance program.

The President's plan augments the weatherization program for low-income
Americans authorized by title IV of the Energy Conservation and L'roduction
Act. Title IV authorizes $200 million in grants over a 3-year period (fiscal years

1977-79) to pay for materials such as ceiling insulation, storm windows, weather-
stripping, and caulking to be used to weatherize lowv-income homes. The Presi-
dent has proposed expanding title IV to authorize additional grants amounting
to $385 million through fiscal 1980 ($65 million in 1978, $120 million in 1979, and
$200 million in 1980).

Labor to install the materials will be supplied by Comprehensive Employment
and Training Act (CETA) employees. Arrangements are now being made wvitlm

the Department of Labor to facilitate the use of CETA labor for this purpose.
This does not preclude alternative approaches that a State or local government
may choose. such as voluntary labor or other public service workers.

A few words about FEA's weatherization program to date: This program ivas
authorized in August of 1976, and in April of this year Congress appropriated
$27.5 million to FEA to begin implementation. Anticipating this appropriation,
FEA issued a set of proposed regulations on April 1. Public hearings were held in
12 cities, including the 10 cities of the FEA regions, and the final set of regula-
tions was published on June 1. States have 90 days to apply for fiscal year 1977
funds, which we expect to disburse by September 30.

The House Committee on Banking, Finance, and Urban Affairs has voted to

increase the income eligibility level for this program from 100 percent of the OMIB
poverty guidelines to 125 percent. We understand the advantages and agree with
the desirability of this change if flexibility is provided to the Adminlistrator of
the FEA to insure that both the tax credit and weatherization are not provided
to the same individual. At 125 percent of poverty guidelines, 14.1 million house-
holds would be eligible; at 100 percent, 8.6 million qualify. This increase will
mean that 99 percent of the households in the country can take full advantage of
either wveatherization assistance or the tax credit, as modified by the Hlouse Ways
and Means Committee.

Approximately 2.5 million homes could be Insulated under the program pro-
posed by the administration. We will consider further authorization requests
after 1980 based on the program's effectiveness, but we feel that the $585 million
authority we have requested through 1980 Is the maximum that can construc-
tively be spent on this program during the next 3 years.

In summary, Mr. Chairman, we believe that the proposals contained in Presi-
dent Carter's National Energy Act, several of which are discussed in this testi-
mony because of their special impact on the elderly, must be viewed as a pack-
age. None of our proposals alone will solve the national energy problem but, if
enacted, their cumulative effect will be to avoid an energy supply disruption
which the elderly especially can ill afford.

Mr. BARDIN. The national energy plan submitted by President Car-
ter notes the special needs of the poor and the elderly. The existing
Federal Energy Administration weatherization program must, by
statute, particularly benefit the handicapped and the elderly. A wel-
fare reform system, which the administration is currently formulating,
-will provide protection for low-income people from long-term increases
in energy prices. The progressive nature of the national energy plan
payment system will also operate as a safeguard. Additionally, Presi-
dent Carter has asked the Department of Health, Education, and We]-
fare to prepare a redesigned emergency assistance program for prompt
submission to the Congress.

Senator DOMENICI. Let me ask if I understand that the same way you
do. We should have a price restructuring which should be of some as-
sistance, and then welfare reform will take care of the problem of the.
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rising cost of energy versus the fixed income of the poor. Is that ]how
you read that statement?

Mr. BARDIN. There is also the problem of the extreme cold weather
we had last winter and which we may encounter again. Senator
Church, in his opening remarks, alluded to that. The hearings around
the country certainly brought home exactly the same point. We had el-
derly people living on fixed pensions, social security, railroad retire-
ment, and the like, who were literally not buying food because they
were meeting those extreme fuel and utility bills. The financial safety
net is one of the assignments that President Carter has given the
Department of HEAWN to prepare. We hope it is in place by this winter
wlhen the bills come in. rather than after the fact. The one-shot legisla-
tion that you discussed with Director Olivarez recognizes this need.

PRICING PROTECTION EVDENTT

The national energy plan's system of pricing natural gas, of pricing
crude oil, and the rebate system are a conscious effort on the part of the
administration to protect the household consumer generally, and is
paiticularly valuable to the low income and fixed income elderly con-
sumers of fuel and power. The provisions for the rebate system for
fuel oil and the holding down and retarding of the increase of fuel
prices for the home customer are critical features in the national
energy plan.

Oil the question of utilitv rate design, I would like to emphasize two
points: the flexibility provided in our bill, and the declining block rate
that Mr. Saul has mentioned. President Carter's National Energy Act
includes many flexible provisions which. in effect, ask the State regu-
latorv commissions to pioneer, adapt, and come up with answers which
will achieve a better balance between the cost of rendering the service
andl the actual utility rates for electric and gas utility rates.

On the declining block rates system-that is to say, the discounts
for usinr more oil-the bill is not flexible. The bill proposes an abso-
lNte Prohibition of declining per kilowatt hour of electricity rates or
the declining per kilowatt foot or therm of natural gas rates and that
is -n issue -which has received much attention.

The reason for the prohibition is that declining block discounts are
counterproductive to the national interest by encouraring the use of
more. not less, of these scarce and valuable resources. The small user.
the elderly and retired user, is not getting the advantage of that
*liQ~ount.

Senator DJOMEN-TCT. I don't mean to be abrupt, but I would like to
move on to how you are managing the programs, and how you plan to
manage the expanded programs that are going to be under your juris-
diction. Let me he fair with you. Just in listeninfr to von and readin
a few reports. I have written down a list of the Federal agencies that
are. or will be involved in various activities aimed at helping the poor
and the elderly through the energy crisis. We have PEA, and I under-
stand thev are going to be in charge of the major weatherization nro-
gram in this country; we already have CSA; eve are going to have
HEW do the maior study to find out the impact of energy on the
poor: we hai-e the Department of Agriculture through Farmers Home:
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and so forth. The Department of Labor has an involvement through
CETA. We have $250 million that we have not talked about yet that
is going to the prime sponsors in the various States that are unrelated
to local CSA organizations. I don't know that FEA uses these prime
sponsors at the present time. So maybe we will end up today with some-
thing that will prick all our consciences as to where we go from here.

"Two DIFFERENT PRoGRAMs"

Mr. BARDIN. Let me touch on two programs. One is the weatheriza-
tion program you raised and the other is the insulation program,
whereby the National Energy Act tells utilities to make themselves
available to undertake insulation and weatherization for people who
are not eligible for grants and who wish that kind of assistance. They
are two different programs.

Weatherization, under the Energy Conservation Act, is a grant pro-
gram. It is a program where the money for materials and supplies is
provided by the Federal Government under regulations that FEA has
put out. Federal funds are also available for tools and supervision. W e
are trying to provide the labor through the Department of Labor
CETA program. FEA is well advanced in negotiating a memorandum
of understanding with the Department of Labor to carry out that
phase of the program.

Both CSA and FEA have contributed to the development of the
weatherization program. Though I am about as new in this job as Di-
rector Olivarez is in hers, I suppose there exists the usual share of fric-
tion and the usual opportunities for more intensive coordination.

The program that Congress has authorized and funded for this year
includes a $271/2 million appropriation to FEA to implement its part
of the weatherization program. The FEA has adopted implementing
regulations effective June 1, and we are confident that all the grants
will be made promptly. These grants will be made to States with the
priority under the statute being the elderly and the handicapped. The
local implementing agency will, in most cases, be the cobhmunity ac-
tion agency. However, the program is available also for parts of the
country which are not covered by CAA or where the CAA does not
exercise its right to participate.

Senator DOMIENICI. What is the' formula for the allocation?
Mr. BARDIN. The formula has been specified in the regulation. Let

me ask Ms. Rollins to identify that.
Ms. ROLLINS. Yes. It takes into account, as does CSA's, but not in

the same way, and the overall poverty population degree days with
cooling -and heating make a significant difference. It is interesting to
note, having worked in both agencies, that the development of a for-
mula to do the most equitable job is always a most difficult task. In my
experience, each year's program needs a new formula.

Senator DOMENICI. What was that?
Ms. ROLLINS. Every year's experience leads to a new program. We

had some difficulty in dealing with how to equalize and fairly provide
weatherization material to the warmer climates, and the warmer cli-
mate of the States would take care of that problem, but not to the over-
all disadvantage of cold climates.
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Senator DOTUENICI. How would you like to be a Governor and have
four or more sets of regulations from different Federal agencies, all
aimed at weatherizing the homes of the poor? How would you like to
administer such a program?

Mr. BARDIN. I would not like it, Senator Domenici. I think you put
your finger on an important point which is addressed by the national
Energy Act. Section 201(b) requires that the Administrator of FEA
prepare and develop his regulations under the proposed new expanded
program in coordination with HUD, with Farmers Home Administra-
tion, and with the Director of the Community Services Administration.

PROGRIAIS MUST WORK ToGETIIER

One of the tasks before us as the executive branch, carrying out the
mandates of Congress, and obviously one of the tasks before you in
exercising oversight and acting as our board of directors, as it were,
is to make sure that we make these programs work together. I think
one of the commitments that we have-

Senator Do-rFNIcI. Isn't what you just read part of the 1975 act?
Mr. BARDIN. That is already a law; yes.
'Senator DOTrvNICI. So what more do we have to do? We have a law

saying you are the lead agency for developing these regulations. But
within the last hour's testimony, we find that FEA and CSA have not
talked to one another about weatherization regulations-they have one
set, and you have another.

Ms. ROLLINS. I am prepared to justify it. As regards the allocation
formula, that really has no impact on the way the grant is managed
on the State or the local level.

Senator DomrENIcI. I understand.
Ms. ROLLINS. But as regards the regulations, our regulations do re-

flect differently than 'CSA's, but it is a driving force that comes from
the legislative language to the extent that there could be compatibility;
it exists, and where it does not exist, it is a result of the legislation.
CSA has a much more liberal mandate. FEA's legislation contains
various constraints; we could not agree on those constraints, and that
is a reality that we have to live with.

Senator DOIrENIc1. Perhaps we ought to look into seeing if we can
make that uniform.

Let's get back to the allocation. Did you indicate that there is no
reason to have the same allocation formula, nationwide, in our efforts
to help poor elderly people weatherize their homes?

Ms. ROLLINs. No, I didn't say that. I simply said there were different
allocation formulas and they are driven by different reasons. We, in
FEA, made a concerted attempt to try and address all of the States
in a way that was equitable, and I am sure CSA can do the same thing.
We just came up with a different way to do it. The CSA formula for
this year is not the formula they had last year and I would imagine
that in the coming years if these are two separate programs, we can
reach an area of negotiation on the formulas.

Mr. BARDIN. May I add two points? The National Energy Act pro-
poses to expand the FEA weatherization program by $385 million
over a 3-year period. $6.5 million for fiscal year 1978, $120 million for
fiscal year 1979, and $200 million for fiscal year 1980.
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As now written, the FEA legislation applies only to persons under
the OMB established poverty guidelines. The House Committee on
Banking, in reviewing the National Energy Act, has come up with
an amendment to raise this ceiling for eligibility to 125 percent of the
0M1B poverty guideline. The administration has endorsed that change,
which effectively closes the gap between the weatherization grant pro-
oram for low-income persons and the investment tax credit program
for those of us who are fortunate enough not to need it.

The condition of that endorsement is that there be no overlap, no
double dipping, and that the Administrator have regulatory authority
to make sure the line is drawn effectively.

ACCOUNTABILITY ASSIGNED

In my judgment, the answer to your basic question, Senator
Domenici, is that the heads of these agencies are conscientiously
working together under an administration that is demanding coordi-
nated Government, but that we are subject to the dictates of legislation.
One advantage of assigning a lead agency role, as the President's order
has done, is that he has someone accountable for doing the job. That is
part of the proposal before you.

I want to point out that the dollar amounts proposed through
fiscal year 1980 do represent our judgment of what we can usefully,
prudently, and effectively spend on the weatherization program by
that date. We should have no illusions that by 1980 we will no longer
need the program. It will obviously be necessary to review the success
and the accomplishments of the program and it may be necessary to
come up with further proposals to the Congress for subsequent years.

Since we are talking about a ceiling on eligibility of 1:25 percent of
the poverty guidelines we believe that there are over 14 million house-
holds in America that wvould be eligible for this kind of assistance.
It is a very big job to get done.

In addition to weatherizing homes, the Carter administration is pro-
posing other weatherization grant programs for schools and hospitals.
Our program would offer grants of 40 percent of the cost of weatheriza-
tion of schools and of hospitals. Since this includes the nonprofit sector
of the nursing home function, the impact of the proposals upon the
well-being of the elderly in our society is obviously important.

For people who can afford to pay for weatherization, our program
affords two basic approaches. One is an investment tax credit and the
other is the utility insulation program. The investment tax credit
would provide, as originally proposed, up to a maximum of $410 tax
credit for insulation b)y homeowners in one- or two-familv homes.

The utility insulation program has a three-pronged objective:
(1) To make sure that every homeowner gets information.
(2) To make sure that the homeowner who wishes it is offered an

installation service bv the utility or through the utility by a subcon-
tractor; and

(3) To assure that the homeowner who desires to take advantage of
the program has an opportunity to pay for that installation through
financing, tied to the monthly utility bill.

Mfore specifically, the program will require each utility to get the
information out to the homeowners by January 1, 1980, and at that
point to have started offering these services.
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UTILITY COMPETITION ENCOURAGED

I want to emphasize to you that we are not trying to carve up the
insulation market amongst utilities. Quite the contrary, we want com-
petition between the electric utility, the natural gas utility, the fuel
oil dealer, and also the independent home improvement insulation
contractors. In fact, under the program that is proposed, there will be
overlapping offers.

Some Americans, perhaps many Americans, will prefer to do the
job themselves and hire contractors of their own choice, and so much
more power to them. That will be true of elderly Americans as well as
others. Many, however, will prefer to have a one-stop shopping ar-
rangement. Making it mandatory for the utility to offer the house-
holder that choice can be a very great convenience to people who have
worked all their lives to pay off the mortgage on the home and are
now trying to hold it against rising inflation and rising property
taxes, and who need the security and the assurance that a responsible
organization in the community is available to them, either for the
financing, the insulation services, or both.

I feel this program is of great value to elderly Americans and most
others.

Senator DOME\EN-ICI. Let me stop you for a minute. I assume you
covered the nongrant programs in your written testimony.

Mr. BARDIN. Yes.
Senator DOMENICI. Let me ask you this, sir. What is the basis of

certifying competent insulators under the President's nongrant pro-
gram? Who is going to do the certifying?

Mr. BARDIN. As the normal rule, that is made the responsibility of
the utility, subject to the supervision by the State Public Utility Comi-
mission Regulations would be issued by the FEA, in consultation withl
the Federal Trade Commission and other agencies. But the actual
oversight of the utility program would be at the local level.

Senator DOMENIcI. Are you leaving a number of major utilities
out of your program?

Mr. BARDIN. That is right.
Senator DO1MENIoI. They would be a source of certification wherever

they are; is that correct? They would present their customers with a
list of certifiable contractors from whom they could pick; is that
correct?

LIST or CONTRACTORS PROVIDED

-Mr. BARDIN. There would really be two things, Senator. On the
one hand, to the extent that the utility offered insulation services it
would have its own subcontractors which might be two or three or
five in the community. In addition, the utility would offer a list of
independent contractors whose names they would be supplying as a
matter of information. If I were running the utility, I would cer-
tainly consult with the Better Business Bureau in my community.

As you know, I come from the State of New Jersey. There. the
attorney general is responsible for the Consumer Protection Agency.
If I were a utility in New Jersey, I would certainly make sure that
I had consulted with that agency to come up with as comprehensive
a list as I could.
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Senator DOMENICI. What is wrong with asking the States to come
up with their own certifying policy and include within it the utili-
ties if they don't want to have their own system of certifying insula-
tion contractors?

Mr. BARDIN. We propose to have a general rule that in the normal
case will accomplish our objectives. There is absolutely nothing wrong
with the State coming up with a better mousetrap, as long as there
is a fixed responsibility which insures that the work will get done.
In fact, in the National Energy Act the Public Utility Commission
for a particular State may say it has a better way of accomplishing
the objectives for its community.

Senator DOMENICi. Has FEA done any work with the Department
of Labor on their manpower programs that might dovetail with
the funds that you will have under your direct control?

Mr. BARDIN. Yes; we have. Director O'Leary and Secretary'Mar-
shall have been in communication'to develop a very specific inter-
agency agreement on that score.

Senator DomENIcI. Where in this overall system do we expect to
get an evaluation of the homes that need insulation that are occupied
by poor people that will be subject to one of our grant programs?
Will we have information on that?

Mr. BARDIN. We will have the State plan mechanism under which
the States will undertake that evaluation as called for under the reg-
ulation which we put out.

Senator' DoMENIcI. Let me go to Mr. Simons for a few minutes
and then we will return.

Did you have some opening remarks and assessments of your own?

STATEMENT OF ION. LAWRENCE SIMONS, ASSISTANT SECRETARY
FOR HOUSING AND FEDERAL HOUSING COMMISSIONER, DEPART-
MENT OF HOUSING AND URBAN DEVELOPMENT; ACCOMPANIED
BY GEORGE 0. HIPPS, JR., DIRECTOR, OFFICE OF INSURED AND
DIRECT LOAN ORIGINATION

Mr. SIMONS. Mr. Chairman, I am very pleased to appear before
you today to discuss portions of the President's national energy plan
and sections of the National Energy Act which will affect energy
consumption in housing, the operation of several existing HUD pro-
grams, and in particular their impact on the elderly citizens of our
Nation.

I am accompanied by George 0. Hipps, Jr., Director, Office of In-
sured and Direct Loan Origination.

I would like to submit my prepared statement for the record.
Senator DOMENICI. It will be entered into the record at this point.
[The prepared statement of Mr. Simons follows:]

PREPARED STATEMENT OF LAWRENCE B. SIMONS

Mr. Chairman and members of the committee, I am very pleased to appear
before you today to discuss portions of the President's national energy plan
and sections of the National Energy Act, S. 1469, which will affect energy con-
sumption in housing, the operation of several existing HUD programs and, in
particular, their impact on the elderly citizens of our Nation.
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I am accompanied today by Mr. George 0. Hipps, Jr., Director of the Office
of Insured and'Direct Loan Origination.

The problems faced by our senior citizens are of great concern to this De-
partment. Information available to us indicates that as many as one-third of
our Nation's elderly have incomes below the poverty level.

HUD is extensively involved in providing elderly housing through a number
of programs, ranging from construction of publicly owned apartments, specially
designed for older residents, to the provision of subsidized mortgages and rent
supplements to enable senior citizens to live in newly constructed, privately
owned buildings.

In addition, HUD has financed a direct loan program for construction of elderly
housing developments, and entered into a series of cooperative agreements with
other Federal agencies to provide an adequate level of social services to elderly
citizens in need of housing assistance.

We are deeply concerned, then, about the impact of rising energy costs on
the housing needs of senior citizens-those living in HUD assisted units and
those that rent or own unassisted apartments and homes.

As you know, the overall goal of the President's proposals for energy conserva-
tion in the residential sector is to achieve insulation of 90 percent of all American
homes and all new buildings by 1985. Approximately 23 percent of our Nation's
energy use, the equivalent of 8.3 million barrels of oil per day, occurs in the
residential sector

In turn, three-quarters of this energy is used in space heating and cooling,
and in the heating of domestic hot water. We believe that improving the energy
efficiency of existing residences alone could save more than 500,000 barrels of
oil per day, and that these savings can and should be realized through prudent
investment in energy conservation measures.

The national energy plan proposes a number of financial incentives, regulatory
changes, and other measures to achieve conservation in homes and commercial
buildings. These incentives, coupled with rising fuel costs, should make home-
owners and businesses willing and able to insulate buildings and otherwise
conserve energy. If the voluntary measures do not succeed, mandatory measures,
such as requiring that houses be insulated before they are sold, will have to be
considered.

I want to emphasize to you that we believe the national energy plan has been
designed to be fair. Taken as a whole, it distributes benefits and burdens equitably
among various sectors and income groups in this country. In considering the
various measures in the national energy plan and the provisions of the National
Energy Act, it is important to bear in mind that each measure should be con-
sidered not only on its own, but as part of a complex whole which is designed
for all groups and sectors within our society. Many groups will find in the plan
provisions which impose at least temporary burdens or sacrifices on them.

We recognize that the principle of fairness does require special attention to
the needs of the poor, especially the elderly poor. Let me now turn specifically,
first, to what we are doing within HUD, and then, to the overall energy plan as
it impacts in the residential sector.

In projects under the new section 202 direct loan program and other projects
where section 8 housing assistance payments are available, the elderly pay 25
percent of their income for rent, and periodic adjustments in section 8 assistance
payments are made to cover increases in project operating costs.

COSTS SUPPLEMENTED BY HUD

As you know, in addition to assisting in the initial financing of public housing
developments, the Department supplements the operating costs of these facilities
and provides funds for their modernization. Increases in these operating sub-
sidies have helped reduce the impact of rising energy costs for the elderly. With
respect to modernization, energy conservation measures are one of the priority
categories established by BUD for fund allocation. In addition, we are carefully
examining our methods of computing utility allowances for the elderly and
other residents of public housing to assure that, while we are attempting through
modernization and improved management to reduce operating costs and en-
courage energy conservation, utility allowances remain sufficient to cover current
needs.
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Let me turn now to the President's energy plan:
To encourage investment in energy conservation measures, the President has

proposed both subsidies and financing programs. Three forms of subsidies are
to be offered, all of which should be helpful to the elderly.

First, for any individual or family paying taxes, a tax credit would cover
25 percent of the first $800 spent and 15 percent of the next $1,400, for a maximum
credit of $410. Any measures installed after April 20, 1977, and before the end
of 1984 would be eligible, providing the home was in existence on April 20, and
that it is the taxpayer's principal residence. Eligible conservation measures are
identified in the legislation, and the Secretary of the Treasury may qualify
other items through regulation.

Second, and this should benefit rentees, owners of residential buildings will be
eligible for a 10-percent business energy conservation tax credit which will ease
the burden of making energy saving investments. These savings, we would hope,
would be passed on to residents of these properties.

Third, the existing low-income weatherization assistance program authorized
in the Energy Conservation and Production Act, will be expanded. Grants under
this program cover the full cost of specified insulation materials.

These three incentives will be supplemented by several financing programs.
One of these, the utility program proposed in title I, part A, subpart 1 of the
President's bill, could reach a substantial majority of American households when
fully implemented. This program is to be administered by the Federal Energy
Administration; however, I would like to briefly address some items in the
utility program.

First, the definition of "residential energy conservation measure" contained
in section 101 specifies several types of improvements that can be made to
increase the efficiency of residential energy use in existing buildings. We believe
these specified measures are easy to accomplish, and that the payoff in energy
savings will be rapid in comparison to other measures and techniques. The
enumeration of these specific items-caulking, weatherstripping, clock thermo-
stats, and the others-establishes a basic set of measures for which utilities
must lend or provide financing, although utilities may offer financing for other
weatherization measures which they believe are appropriate to their areas.

Let me turn now, just briefly, to the financing program.
Subpart 2 of part A of S. 1469 proposes a financing program to assist residential

property owners in carrying out energy conserving measures. These provisions
build on existing residential financing authorities, specifically HUD's program
of FHA-insured title I property improvement loans and the secondary market
operations of the Federal National Mortgage Association and the Federal Home
Loan Mortgage Corporation.

LENDING AUTHORITY PROVIDED

Section 110 provides authority for public utilities to be considered eligible
lenders for purposes of making energy conserving improvement loans with title I
insurance. There have been instances in the past when certain public utilities
did in fact become approved title I lenders for purposes of making improvement
loans. The proposed amendment, however, provides clear authority for wide
scale participation by utilities in making the energy conserving loans con-
templated in the President's program. The bill provides that utilities must offer
their customers financing for specified residential energy conservation improve-
ments to be repaid through monthly utility bills. Since utilities will have the
obligation to make loans or arrange financing for these improvements, we expect
this expansion of tile I to be an important facet of their efforts.

Section 112 directs the Secretary of HUD to establish actuarially sound loan
insurance premiums for the energy conservation component of the title I pro-
gram. This would be based on an actuarial study to be completed by HUD within
2 years of approval of the legislation. Our FHA actuarial staff see no problems
in complying with this requirement.

Sections 113 and 114 of the bill propose a major innovation in the way private
property improvement lending is conducted and are intended to help assure that
funds will be available to homeowners from private lending institutions. The
secondary market facilities of the Federal Home Loan Mortgage Corporation and
the Federal National Mortgage Association could be extended to those consumer
loans w'hich finance energy conserving improvements, including both our ex-
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S)anded title I insured loan program and conventional uninsured property im-
provement loans.

Creation of a secondary market mechanism has the potential of broadening
geographic coverage and intensifying the use of the bank and utility financed
improvements, including both title I and conventional loans acceptable to per-
manent investors. The secondary market can open up energy retrofit to a wider
variety of lenders and facilitates a flow of credit from areas of surplus to areas
in need of funds.

Mr. Chairman, this concludes my prepared remarks. We would be pleased to
answer any questions which the committee might have.

Mr. SIMONS. I would just like to make a few comments as to the
general nature of the legislation and where HUD fits into it.

In order to implement the use of the utility companies as a lending
agency for the retrofitting of homes, we are making the utilities title I
lenders which provides a twofold advantage. Title I will provide 90
percent insurance of the loans. It will also introduce truth in lending
to the lending operations for the insulation of these homes. We also
proscribe exactly what type of retrofitting is eligible under this pro-
gram, which I think is an important element.

With the FlIA insurance, we are now able to provide a secondary
financing mechanism to be sure that the capital be brought to bear, as
needed, to make this program work. As you must understand, we are
contemplating increasing the insulating of homes in a tremendous
proportion, I would say as much as two times at the initial outset of
the program.

Capital must be channeled through to accomplish this, and the ob-
taining of FlIA insurance and obtaining of mortgage through GNMA
will do this.

We are in the secondary market for conventional loans with the
Federal Home Loan Mortgage Corporation.

As far as what we are doing and where the involvement of the De-
partment is with the elderly poor, I would like to touch on two pro-
grams where we are actively engaged today.

SPECIAL FUNDS CONTEMPLATED

First, of course, is public housing. We have 1,200,000 units of public
housing. Many of them are occupied by the elderly poor. We have a
continuous modernization program for which this year we will have
$35 million, which makes possible the total of about $350 million worth
of modernization improvements. Under this program, although it is
not designed especially for retroinsulating and bringing it up to
energy standards, any of the modernization which is done at this time
is also considered with a view toward energy to get more efficiency.
We consider new windows and other needs which help make these
properties energy efficient. We are contemplating in our next budget
the possibility of having special funds set aside for the energy retro-
fitting of public housing. I might add that the House bill introduced
a n amendment which the administration is supporting, adding $10 mil-
lion of modernization funds for the purpose.

Estimating, of course, about $500 per unit for modernization for
energy purposes alone, this could make possible the retrofitting of
about 20,000 units.
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The other program in which we are actively engaged deals with the
elderly poor in our section 202 direct loan program, which this year is
funded to the extent of $750 million. This program is implemented by
our section 8 assisted housing program, which brings it down to the
levels of income which people can afford. I might say that we are using
section 8 on existing 202 program projects which have never had it in
order to help these projects meet the energy situation and make them
viable for the people living there.

I would be very happy, Mr. Chairman, to answer any questions
which you may have.

Senator DOMENIcI. Thank you very much, Mr. Simons.
Now let me ask Director Olivarez a couple of general questions.
Whei we are talking about making grants to poor people, be they

old or otherwise, is there any reason why we should not have one
national weatherization program doing that with consistent regula-
tions and administered by a single agency, nationally?

Ms. OLIvARxuz. No. In theory that would be great, Senator. Our
experience has been that the poor always get lost in the shuffle. Unless
there is a special emphasis on reaching the poor, I am afraid that we
might lose them in the process.

Senator DomrENIci. What if that was all set aside for the poor and
we arrived at a definition of poverty that was, say, 100 percent or 125
percent of the poverty line?

Ms. OLIVAREZ. I prefer that there be 125 percent.
Senator DOMENICI. What if we did that kind of thing and estab-

lished that the program was only for poor people? Instead of having
several programs administered by different departments and agen-
cies-shouldn't there be no one national thrust?

Ms. OLIVAREZ. I don't see why not.
Senator DOMENICI. If indeed CSA is involved in developing the

program and you are satisfied with its approach to ascertaining who is
poor and who needs it, you would have no objection if that basic
program was administered in one place?

CONEPETITION "ALL RIGHT"

Ms. OLIVAREZ. I don't think we would, no. My only concern, Sena-
tor, is that whenever we talk about serving the poor there is always
a concern about duplication and overlapping in the private sector,
known as competition, and it seems to me that competition is all right,
and may the best person win. Whoever is doing a job ought to win. I
don't see any problem with the duplication or the overlapping. I think
the poor need all the assistance that they can get.

Senator DOMENICI. I am just wondering, if it is going to be a State-
oriented program, whether we ought not present each State with an
option that they can take one package or they can go to three or four
different programs. I do not wish to appear overly critical at this
point. However, we should catch this problem as soon as we can,
analyze it, and decide which way we are going to go.

Ms. OLIYAREZ. Yes, our only concern is that the buzz word this year
seems to be weatherization, and we want everybody to understand very
clearly that what we are talking about is homes of the poor. Insulation
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is not the answer all the time, and I will give you an example of the
Indians. I mean how do you insulate a hogan, or what do you do with
a house that has no walls? What do you do with a house that has no
floor? What do you do with a house that has no ceiling?

Insulation is not the only thing when we are talking about weatheri-
zation. There are a lot of other things that need to be done to a home,
and if the end result is energy conservation, then you know we are
going to have to live with the fact that it is either going to cost to
weatherize or we are going to have to subsidize people forever, but the
alternative is to let them either freeze or starve to death.

Senator DOMENICI. Can I ask a question of Mr. Simons? I believe
you talked about getting capital into the hands of those that need to
do insulating work. You have described the mechanisms that are pres-
ently being used and contemplated in the energy package. We have
substantial testimony, in our earlier hearings, that many older people
want to insulate their homes but are unable to utilize the equity that
they have built up because conventional financing does not favor a 75-
year-old person even if there is a $9,000 equity in his or her home. Are
you aware of this and is there something that we can do about it that
is not now being done?

Mr. SIMONS. We would hope that the title I program, which can be
a second mortgage program and considers the net worth of these peo-
ple, can be used. It is really the type of loan which is an installment
loan-a relatively short period of installment loan. We contemplate a
minimum of 5 years for insulating purposes. We are talking about
loans on the average of about $1,000, which is what these loans would
most likely run. This is basically installment lending, similar to auto-
mobile lending. The title I program is designed for that type of lend-
ing and is one which the elderly will find themselves in a much better
position to qualify for than a long-term type of loan, which would be
a mortgage for which the lenders look at 12 to 30 years as a repayment
period. We are talking about a much smaller amount and we feel that
at 125 percent of poverty level, you are just about coming up to the
level where you will see people being in a position to take advantage
of this loan program.

SUBSIDY PROGRAM INTRODUCED

The House has also introduced, as Mr. Bardin mentioned, a loan
subsidy program which may have value to some people, but I doubt it
very much. It looks to us as if the tax credit savings in an income tax
situation will be at least equal to what the loan reduction would be
under the loan reduction program. So we feel that we have now closed
the gap, as Mr. Bardin said, with the 125 percent for weatherization.

We now come to the level of income where the people are in a posi-
tion to get credit from the banks, have their own homes, and of course
the elderly have substantial equities in them.

Senator DomENIci. Are you already telling me we have the loan
authority?

Mr. SIMoNs. It is on the books.
Senator DomENiCi. And the second mortgage approach is there, too eMr. SIMONS. Yes.
Senator DomENiCm. Are we using it?
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Mr. SIMONS. It is one of the most extensively used programs we have.
It is for home improvement. It can be used for modernization of one's
own home. It is designed especially for this type of relatively small
loan.

Senator DOMENIcI. But it is focused on the elderly?
Mr. SIMONS. No; it is a general program.
Senator DOMENICI. Could you get us statistics on whether the elderly

are using it now for weatherization?
Mr. SIMONS. It would be very difficult to get those statistics because

our information system does not give us statistics or a way to indicate
the age of people using the loan or the specific use of the loan.

Senator DOMENICI. Well, I wonder if it would not be appropriate to
find a way to get that data. It would appear to me that such informa-
tion is terribly relevant to determining whether the existing approach
is going to work or not.

Mr. SIMONS. I think we have on the books now about $25 billion
worth of these loans, so it is a very extensive program. Also, a lot of
similar loans are being done without the title I insurance. Many of the
lending institutions are using this type of program without title I
insurance to cut down on the monitoring and the servicing costs. It is
an installment loan program which has had wide acceptance.

Senator DOMENICI. I understand that. They are typically called
home improvement loans; isn't that right?

Mr. SIMONS. Yes.
Senator DOMENICI. Is there some way you can get us information as

to whether this approach is working in weatherization or whether
there has to be some change in emphasis?

Mr. SIIoNs. We will make a real effort to do that for you, Senator.
Senator DOMENICI. We would appreciate that.
[Subsequent to the hearing, the following information was

supplied:]
The amount of money lent for items which can be characterized as conserva-

tion-related was significant.
With regard to the use of property improvement loans, and particularly for

insulation and other weatherization improvements, our records indicate we in-
sured 292,011 loans for $953,918,847 in calendar year 1976. Of this total, 45.0
percent or 131,402 loans and 37.1 percent or $353,903,886 were used for con-
servation-related improvements.

A breakdown Is as follows:

Improvement Loans Percent Amount Percent

Insulation --------------- 10, 804 3.7 519,078,376 2. 0
Heating -27, 449 9. 4 65, 820, 399 6.9
Exterior finish -51,977 17.8 174, 567, 147 18.3
Plumbing -18,104 6.2 38, 156, 753 4.0
Roofing -23, 068 7.9 56, 281, 211 5. 9

Mr. SAUL. One. I think, very important point we have run into in the
administration of the special crisis intervention program is eligibility.
We found that in two States 125 percent of the poverty line, where
an individual is living alone, is $310 a month, and in two States SSI
payments are $319. At least in Massachusetts it is $319 a month, which
meant that single persons and couples on SSI were not eligible for
that program; so we put a special condition on that particular grant to
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increase the eligibility to include those single eligible persons and
elderly couples who are paying 100 percent of their sustenance, be-
cause this hit people who were just over the line.

REGULATIONS To BE AMENDED

Now we are going to amend our regulations covering our regular
programs, which includes weatherization, to the same effect, because
California is in the same situation. They cash out food stamps for SSI
recipients and that money added to the regular SSI grant carried them
over the line. It is very important, I think, in terms of the elderly and
in consideration of the eligibility standards, to take a very hard look
to make sure that we are not excluding elderly persons whose SSI pay-
ments take them just over the line.

Senator DomENIcI. Mr. Bardin, assume that needy families receive
$600 to $800 worth of services under this program. That in no way
affects their ability to participate in other programs-such as food
stamps. Are you taking the same steps to avoid disqualifying people?

Air. BARDTN. Yes, Seniator.
Senator DOMENICI.' I am going to have to go to another committee

hearing. We expect Senator Chiles, but lie is tied up also. I personally
appreciate your testimony. I don't know that I have permitted you to
answer the whole gamut of.questions, but I think I have a better feel
for these issues, plus we have your written statements. We will give
the entire committee your analysis of the situation.

If either the majority or minority staff have questions, I would ap-
preciate your responding at this point.

I appreciate your being here today.
Bill, do you want to ask some questions?
Mr. ORIOL [presiding]. My name is Bill Oriol. I'am the staff director

of the Senate Committee on Aging.
I would like to ask Mir. Bardin whether you have any new statistical

information. At the time of our last'hearing we had estimates on the
percentage of income used by lower income elderly for fuel bills. That
wvas for the year 1976 and didn't include the cold winter months of
1977. We were told then that perhaps 27 percent of the income of
lower income elderly went for fuel bills, but perhaps, those extra
months in 1977 might bring it up to 50 percent. Do you have any new
information on that subject?

Mr. BARDIN. We have some new data which is not yet analvz6d, so
it would not be helpful to you, Mr. Oriol. We do have another study
that does not focus on income levels but is a result of a survey done for
us by the Electric Institute, the, trade association for the electric util-
ities and the National Association of Regulatory Commissions-the
professional grouping of the State regulatory agencies. They have sur-
veyed most of the utilities in the country and have given us the actual
average residential bill. The study does not focus on the elderly and
it does not focus on income groups. What they have done is compare
typical utility bills for the 3 winter months of -this past- winter-
December, January, and February-with the same 3 months of'the
previous winter. They have gathered some interesting data, service
area by service area, which reflects the increase in fuel use and other
factors that would bring the price up so that you see the; percentage
increase in bills.

95-349-77 3
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CONSERVATION EVIDENT

In a number of areas, while the price of electricity and gas bills
went up, there was very little increase in use. Given the extreme cold
weather last winter, this suggests that people. were strenuously
conserving.
w Mr. OlIoLm We have had reports of all the people who turned out
the lights and turned the heat way down and the bills went up, so
there were attempts to conserve and yet the bills went up.

Mr.'BARDIN. We will be coming up in a relatively short period of
fime-with the results of that survey, which will probably be helpful,
although it' does not'focus oh the specific question you ask.

Mr. ORIOL..We'would like to have that when it becomes available.
Mr. BARDIN. Yes.
Mr. ORIOL. I would like to ask about the argument that has been

used against the income- tax credit for people who' insulate. It has
been said that there is developing a shortage of 'insulation materials.
Do you have any information on that prospect?

Mr. BARDIN. There is some concern for the short run-the next 18
months. One of the advantages of our program is that it is phased in
and allows time for growth.'A study prepared for us assessing the
capabilities of the insulation industry was completed just yesterday.'
I would be happy to have a copy sent to you.'

The Department of Commnerce is conducting a more extensive study
and it ought to be ready by the middle or end of-next month. We are
concerned about'the problem. To give you a frame of reference,
Mr. Oriol, it takes from 18 months to 2 years for a fiberglass plant
to increase production and add a new lin6 of products. Companies
estimate it could take as long as'3 years to build new plants. In the
case of cellulose, which'is cheaper material and used quite extensively
in the weatherization program. it takes some 6 to 9 months to add new
capacity.

Fiberglass manufaiture is'domninated by three major produc'ers. Pro-
duction of cellulose products, which have to be treated with a fire'
retardant to be usable,- is in' the hands of well over 200 active manu-
facturers around the country. I will be happy to provide you with
the ICF study that I mentioned, and the Commerce study when it
becomes available.

Mr. ORIOL. Thank you very much.
I would like to ask Ms. Olivarez, who at one point was very helpful

to our committee working on the Hispanic persons and we remember
that and appreciate it-I would like to ask this'question. You have
said that there was definite concern in the field that this winter there
be an emergenev assistance mechanism in place. What sort of problems
prompted people to describe this need to you?

ALTERNATIVE PLAN DESCRIBED

Ms. OLIVAREZ. Well. I thought about it from the standpoint of
having the planning office for the State of New Mexico, where all the
planning for the future is done, and try to come up with alternative
plans. If something happens, we have a mechanism to put into place.
If that does not happen, we have a second plan. Our concern is that
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the $200 million that we havie we will be sending out to' Governors
to take care of the bills for the last winter. We don't know what this
coming winter is going to be like, and I just don't think that we can
afford to come back next year and put in place another $200 million
program to Governors. We ought to have that money out at the local
communities to take care of the needs immediately so that we don't
get involved in reimbursing, but rather be there before the shutoff
takes place.

Mr. ORIOL. How would you guard against increases in utility rates
to take advantage of this emergency assistance?

Ms. OLIVAREZ. Well, I am not sure that I have any idea of how I
would do it.

Mr. SAUL. I think our real concern is that last winter, for the first
time, we entered into it after several mild winters. This year, for the
first time, we are going to have a lot of people going into October
already cut off, or with large outstanding bills. Because of the cash
flow situation that the fuel dealers are having with the oil-we know
of some cases now where in New England they were requiring pay-
ment in advance by June 1 for delivery for oil next fall whereas
normal' practice was payment by September 1.

People, are still recovering from last winter and the $200 millioui
is not going to solve the problem. We know many bills are going to
be larger than the $250 permitted under that program. We know that
there are going to be some deferred payment arrangements which
people may be able to meet during the summer when their utility bills
are low and at the same time carry the deferred payment arrangement
for the balance of the unpaid bill; but as soon as their -utility bills
start-going up again they are going to default and there may not be
moratoriums next year.

I know the Public Service Commissions' reaction in some States
was that the moratorium was a disaster and the result was that April 1
came along and shutoffs were just incredible.

Mr. ORIOL. Do you have any estimates on 'the actual number of
shiltoffs?

Mr. SAUL. We will be getting that. The condition of the participa-
tion is that the States will be getting to us, starting in August, monthly
accounts of the number and the amount of the arrearages, the number
of accounts in arrears, and the number of shutoffs, so that 'we will
have in effect sort of an early warning system. We will have accurate
data on that, we hope.

We are also meeting with the Edison Institute, the Gas Association,
and the oil jobbers-the Coal Dealers Association seems to have died,
but we hope to get some coal dealers involved-for a program to get
some sample data from meter routes and service areas that we know
are heavily low income so that we will have a picture of what is
happening to the low-income persons as well.

EMERGENCY ASSISTANCE PLANS

I know that the emergency assistance program work is progressing
at HEW. I participated in a meeting there a couple of. weeks ago,
going over a draft of the amendments they are making to the emer-
gency assistance program. My main concern with that is that it is
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to deal with a specific crisis sort of situation rather than what we
realize is a chronic situation. It is really not a one-shot problem, it is
a chronic problem and I am not sure that the emergency assistance
program, which only permits assistance one time in 12 months, is what
we are dealing with.

Mr. ORIOL. I think you mentioned new energy sources during your
testimony. For our hearing record, could you give us a description
of any of the resources which might have special importance for the

older person? It is hard to imagine something that would be practical
for a low income as a new energy source for elderly persons.

Mr. SAUL. Well, solar is one of them. For example, in Arizona, the

university laboratory at Tucson is working with the local community
action agency for the installation of solar-heated greenhouses and solar
walls. They are two different things to try a demonstration program.

The greenhouses will also provide a source of food, but that is one
example.

We do have an example of a program in California. We do have solar
walls that are going to be tried in Appalachia. We have a Kentucky
Housing Development Corp. developing the solar wall in their building
program, and we have a number of others. You may have seen the urban

New York City program where we have solar hot water.
Mr. ORIOL. Could you give us a description of that and some projec-

tions on the investment cost that it would take to put this sort of thing
into place?

Mr. SAUL. Certainly.
Mr. ORIOL. Mr. Rust, professional staff for the minority staff-do

you have any questions?
Mr. RUST. Just one.
Ms. Olivarez, when we were in Hershey, Pa., on a field hearing on

energy in late May, one of the State weatherization officials made a

comment that there are differing definitions of poverty and near

poverty. In one program the definition is a percentage of mean income

and another uses 125 percent of the poverty line. Have you really

talked to the people who administer, say, the title XX program where
there might be authority to bring some of these definitions into greater

uniformity? Such a step would make these programs a little easier to
administer on the State level.

Ms. OLIvAREz. No; we have not done it. I think it would be better if

all the Federal agencies were doing it. It would be easier to implement.
It is just a matter of experience, I guess. We feel that we have the best

statistic as to what to use in order to fund the programs, but we are
amenable to adjustment, provided that everybody starts using the
same figures.

Mr. RUST. Thank you.
Mr. ORIOL. I think Mr. Bardin has a comment.

NEW DEVICE TESTED

MIr. BARDIN. May I just comment on Mr. Oriol's last question. It

seems to me that there is a great asset here of which we should not

lose sight. Amongst the new energy technologies vital to our country,
there is this simple technology: The Energy Research and Develop-
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ment Agency, which will become part of the Department of Energy,
now has a demonstration project underway for the public housing of
the New York City Housing Authority, a very small simple device
about 3 inches tall which attaches to your radiator. It is a type of
thermostat, what we call an automatic temperature control device. It
is not a computer; it is a very simple mechanical thermal type thermo-
stat that allows you to control the temperature in your own room.

At present, the price for each unit is $25, but with mass manufacture
the price can come down to a fraction of that amount. This kind of
device is in use in Europe. It was once offered for use in the United
States and we lost sight of it.

You know, and I know, that as we get older, by and large, we need
more heat. Our body systems, arthritis and other factors, make us more
dependent on warmth. It seems to me that the people in this country
who have lived through the century and who have the experience and
the perspective of seeing us go through transitions, are going to be
more prepared to lead the country toward what we have to do in terms
of energy conservation for the rest of the century and into the next.
Older people know that it is more comfortable and more convenient
to do things the way we have gotten used to, but elderly Americans
also know that the world does not come to an end if we conserve. They
know the real values of life and I think we ought to be looking to the
elderly Americans for a major role in teaching us how to get thiough
the transition.

Elderly people ought to be given a chance to lead, because of their
experience and skills. We need to do things to help us accomplish this
project and we should enlist the talents and the experience of our older
citizens.

Mr. ORIOL. I think our counsel, Mr. Affeldt, has a question.
Mr. AFFELDT. I shall direct this question to the entire pane]. During

our prior hearings, some of the witnesses pointed out that there are
several programs available to assist elderly and other people adversely
affected by the energy crisis. However, quite frequently these individ-
uals are unaware of these programs. What steps have you taken to make
these programs more readily known to individuals who would be af-
fected? In other words, what type of information and referral activi-
ties have your agencies undertaken?

Mr. SAUL. Well, of course the community action agencies generally
are in this business. We did, in 1974, publish a manual which did try
to outline all of the different types of programs that were available.
That was updated and it needs updating again, but that is one of the
publications that we got out very quickly. I imagine it is still being
used.

Mr. AFFELDT. In this regard, I would like you to rate your efforts
concerning how effective they have been, or whether there is need for
substantia improvement. Do you think that basically the CAP agen-
cies are doing this job as effectively as they should, or is there a need
for rather substantial improvement?

HELPFUL INDEX DISCONTITNUED

Mr. SAUL. When the OEO first put out the catalog of domestic Fed-
eral assistance, half of that b)ook was an index which was a way of
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getting in to find the different programs that were available. .That was
onewof the finest pieces of work I have ever seen, and unhappily the,
publication of that document was taken away-from OEO. That'par-
ticular feature was dropped and it is: now, simply a listing of the
programs.

I think more could be done to get back to reinstitute the kind of
index that was in that first domestic assistance catalog. That is one
thing that will cover everybody. -

I do think we could probably make some additional.'material avail-
able, again update the work that we have done. I do know that there
have been meetings at HEW, I believe, in the past month. They are
beginning a clearinghouse for all kinds of information on-energy con-
servation, and they are trying to pull together all the' educational
consumer type materials.I think that is an effort, but I think it needs
to be sujported. i a

Ms. XLIvAREz. But to answer your question more specifically, it all
depends on the director of the local community action agencies. You
liave directors who are very aggressive and who urge their outreach
workers to really go out and beat the bushes and identify those per-
sons. In addition to that, CSA has. been in a state of limbo for the
last few years and this has caused some concern at both the national
office and the field. offices. We now are beginning to see a resurgence of
optimism so that we expect that these peopleare going to start re-
identifying more than we can handle here with our funds.
- At that point it becomes very crucial that'the local community

action directors can refer people to some of the other programs.
We have not mentioned the Farmers Home Administration, for ex-

ample, where they do have some loan and grant money that does not,
qualify for anything else that either HUD might have, or FEA, or
ourselves. So, it is a matter now of getting more training done at the
local level so that people have the information available to hand out
and to start reaching all of those.

Mr. BARDIN. In the low-income weatherization program, the critical
outreach is through the States and the CAA's. In general, the FEA
has been involved through conferences and publications in trying to
get information to the public. The publications include a teacher's kit
for a course on home weatherization, a second publication prepared in
conjunction with the National Association of Home Builders entitled,
"Retrofitting Your Home to Save Energy," another entitled "Retro-
fitting Homes for Energy Conservation," another for the National
Bureau of Standards, "RetrofittingExisting Housing for Energy Con-
servation and Economic Analysis," and finally one entitled "Making
the Most of Your Energy Dollars in Home Heating and Cooling."

The conclusion of the administration is to go further than just
skimming the cream, as it were, of the more conservation conscious
members of the community who would insulate their homes on their
own initiatives and without incentives. We must have an actual con-
certed drive to approach, on a person-to-person basis, the individual
homeowner. That is why the National Energy Act would mandate
the utilities in the country the job of getting out there by January 1,
1980, and talking to their customers.
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In' some cases, two utilities will talk to an individual customer be-
cause if I buy electricity from one company and gas from another,
they bpth approach me, even though I happen to be heating with fuel
oil. There are some fuel oil dealers who have, on their owin, gone into
this effort, and God bless them, since the more the merrier.

_iSAVINGS . . . PATRIOTIS6NE"

So there might be a, third approach by the-fuel oil dealer. It is like
selling almost anything else in a free country. You have got to' get out
there to the people in whose interest this. energy efficiency program is
and explain to them howv-pocketbook savings on the one hand, patriot-
ism on the other, coalesce. So let's get on with the job.

It is-going to-take a lot of work by many,'many people in America.
Mfr: ORIOL. Even though we always focus on the elderly because

that is the name of our committee, we know that you have-many other
age groups to worry about. On the older person we have a pretty large
network of area' agencies on aging throughout the country and of
course we had testimony from the Administration' on Aging earlier
this year. Would you see any benefit in the appropriate agencies getting
together with the local area of aging and trying to have some sort of
means, perhaps a meeting --how do we get' through the winter, that
sort of thing-at which all these sources of help could be described?
W"ould that not be one way 'of reaching 'a very large part of the target
population? e - :

Mr. BARDIN. The answer is affirmative. Let me ask Ms. Rollins to
describe what has been done thus far. -

MS. ROLLINS. You and counsel' know, siomie 2 or 3 years ago; the Ad-
ministration on' Aging sponsored the first memorandum of' under-
standing among many agencies in the Federal Government who have
some responsibility either for energy policy or programnhs related to the
elderly. I was rather intrigued when you asked counsel if we -could
miark ourselves in terms of 'activities. I would suggest to vbu that' that

"activity; .which has now been~ongoing for .3 years. has served to pro-
vide or make for the conduit of information from the national level to
that' 'aging constituency *e are all concerned aboiit. ' '

As regards FEA, if I had to mark oufr'esp6rise-to'that memorandum
of 'understanding,'I would' say that;we 'have done- more than our share
of the job. ' '

Now to focus on your point. I think' that niechanism, as it exists at
least at-the 10'region levels, would be most obvious, but'that needs dis-
'cussion- on combining 'it. .

Mr.'OlioL. There are some very' happy maririages of the agencies. I
can't get- outr of my -mind, an age group in Winterset, Iowa, which
started out throtigh a CAP aging program' and later added to it, in-
cluding a title VII meals program. The weatherization'effort provided
by'tlie. CAP'members of 'the senior group u'sing the' center-they
actually contributed to a fundraising effort wihich increased the' ium-
-ber of homes that could be weatherizrd that year. ;

I think that is a very stirring sort of thing. ' '

- - .' 7..
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In addition to agreements and directives and so forth, I was trying to
suggest a feeling of commitment, a meeting at which we recognize that
the next winter, if it is as bad or worse than the last, will produce. as
you said just now, an intensified crisis because people have not gotten
over what happened last time.

COMMUNITY EFFORT SOUGHT

So a joint effort of CAP's where they exist, area agencies. FEA, and
so forth tried to get a feeling of community effort, community involve-
ment, and getting across this very complicated array of sources of help.
This might be a very direct way of reaching a very large part of the
pomulation.

Mr. BARDIN. Mr. Oriol, I could not agree with von more. We have
to reach out and enlist the talents and the capabilities of human beings
and organizations throughout the country for this winter and for
winters to come if we are going to get the job done.
* Administrator O'Leary has set in motion within FEA a task force
planning effort for this' coming winter which deals with technical
considerations such as fuel supplies and various alternatives. That is
somethinr that we can begin to do here in Washington. What you are
talking about would ultimately reach millions of Americans, and that
is the only way that we are going to avoid drastic shortages and other
difficulties. I am convinced that we can provide a very satisfying
America for our own children, the grandchildren of the present
elderly.

I think we have got to work with them and help them do it, so I
would like to pursue that idea further.

*Mr. ORIOL. Thank you. Mr. Rust, do yOU have anything else?
Mr. RuST. No.
Mr. ORTOL. Mr. Affeldt?
Mr. AFFELDT. I have another question.
Weatherization. of course, can provide important job opportunities

for older and younger workers, and this. I know, has a great deal of
appeal for members of our committee as well as the Appropriations
Committee. What actions. if any, have you taken with regard to CETA
prime sponsors of the title IX senior community service, employment
program to promote weatherization activities and at the same time
develop job opportunities for low-income older persons?

Do you want to lead off, Mr. Saul?
Mr. SAUL. Yes; our agencies are now negotiating with local prime

sponsors. DOL sent a memorandum a couple of months ago to prime
sponsors, encouraging the weatherization activities as an eligible job
placement. They gave examples from several local projects.

Mr. AFFELDT. May I intervene here for a second?
Mr. SAUL. Sure.
Mr. AFFELDT. Would this be a part of title II of CETA, or title VI?
Mr. SAUL. Both, I believe.
Mr. AFFELDT. Title VI would be the emergency public service jobs

and title II would be your public service jobs for areas that have high
structural unemployment.

Mr. SAUL. One of our problems-I spoke to North Dakota a couple
of times recently and their unemployment rate has gone down, and
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we found ourselves in a rather strange position of an antipoverty
agency hoping that the unemployment will stay high to trigger the
countercyclical measures to make labor available for our programs.

JOB DEVELOPMENT ENCOURAGED

We have also been working in the development of new job defi-
nitions. Our Denver region has undertaken a study looking toward the
addition to the occupational titles of a new series in energy conserva-
tion. I was in Pennsylvania and met with key people in Pennsylvania
who have been developing the idea of a conservation corps. We have
also looked into, and have recently invited from our grantees, appli-
cations for small planning grants for energy conservation-related eco-
nomic development activities in the hope of encouraging our agencies
who are also interested in community economic development to look
upon energy conservation in low-income communities as an important
opportunity for job and enterprise development.

I know that some of our projects have already spun off former
CETA workers into new weatherization businesses. I visited one in
Maine and we have funded an insulation manufacturinlg project in
California. Some of our other projects are getting into that now. We
feel this is a very important aspect of the program, and it is one of our
responsibilities to make sure that the low-income community shares in
the economic activity that will be stimulated by energy conservation.

Mr. AFFELDT. Does FEA have anything to add?
Mr. BARDIN. As I mentioned earlier, we are working with the De-

partment of Labor and FEA to implement a formal arrangement
between the two departments as to the use of CETA labor. We need
to tie the FEA weatberization program with the CETA manpower
unemployment program.

Mr. AFFELDT. I would like to direct this question to Hazel Rollins.
We held a hearing, I believe, in November 1975. At that hearing I
think it was pointed out that the elderly and the poor spent approx-
imately 14 percent of their income on direct energy costs, and other
age groups spent approximately 4 percent. During that time, energy
costs have risen rather substantially. I was wondering if you have any
update for those figures?

Ms. ROLLINS. No; I do not. NVe do, however, have some studies that
have finally been developed and we have the data computerized. The
difficulty, of course, is we have not analyzed the data. As soon as that
information is available, I would be happy to provide it for the
committee.

Mr. ORIOL. Just a final question, Mr. Bardin. Do you have an offi-
cial position on fuel stamp proposals?

Mr. BARDIN. The administration has not taken an official position
on that proposal.

Mr. ORIOL. Phil, do you have any questions?
Mr. CORWIN. No.
Mr. ORIOL. We have no other questions right now, though some may

be submitted by mail.
I think Senator Church and Senator Domenici have made it very

clear that they want these hearings to have a direct impact on final
congressional action on relevant energy proposals, so we really thank
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you for your contribution today. It has been helpful for that pur-
pose. Thank you. .- - - -

Mr. SIMoNS. Thank you .
Mr. BARDIN. Thank you.
[Whereupon, at 12 noon, the committee adjourned.]
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APPENDIXE S

Appendix 1

CORRESPONDENCE RELATING TO HEARING

ITEM 1. LETTER TO DAVID J. BARDIN,` DEPUTY ADMINISTRATOR,
FEDERAL ENERGY ADMINISTRATION, FROM SENATOR FRANK
CHURCH, DATED JULY 19,1977

DEAR ADMINISTRATOR BARDIN: Recently you assisted this committee by testi-
fying, on June 28, at a hearing on the impact of energy costs on older Americans.
While your statement and responses were most helpful, there were several addi-
tional questions which I would have asked had I been able to attend the entire
hearing:

(1) Has the FEA consulted with the CSA in developing Its weatherization
program, and what role does the administration see each agency playing in the
future?

(2) How can we prevent the difficulties caused by a short-term crisis-such as
this past winter's weather-from being compounded by energy price likes
which often get passed through to consumers, via fuel adjustment clauses?

(3) Does the FEA possess any new information on the percentage of dis-
posable income spent by elderly consumers on fuel during the past winter?

(4) The President's energy plan puts him on the record as being against
declining block utility structures and for peak-load pricing. Does the administra-
tion support the action of the House Energy and Power Subcommittee to require
State utility commissions to at least hold hearings on the feasibility of "lifeline"
rates?

Your timely response will assist the Congress in formulating energy legislation
which adequately addresses the needs of the elderly.

Sincerely,
FRANK CHURCH,

Chairnan.

ITEM. 2. LETTER AND ENCLOSURE TO SENATOR FRANK CHURCH,
CHAIRMAN, SPECIAL COMMITTEE ON AGING, FROM DAVID J.
BARDIN, DEPUTY ADMINISTRATOR, FEDERAL ENERGY ADMINIS-
TRATION, DATED AUGUST 15,1977

DEAR MR. CHAIRMAN: This is In response to your letter dated July 19, 1977,
in which you posed four questions related to the impact of energy costs on older
Americans. The answers to these questions are presented in the enclosure. I
hope this information will be of use...

Sincerely,
DAVID J. BARDTN,

Deputy Administrator.
[Enclosure]

Question (1). Has the FEA consulted with the CSA In developing its weather-
Ization program, and what role does the administration see each agency playing
In the future?

1 See statement, p. 423.
(449)
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Answer. FEA has consulted with CSA on both the weatherization regulations-
which were published on June 1, 1977 and on program implementation problems.

President Carter is strongly committed to a low-income housing insulation
and weatherization grants program that will not only assist the poor by reducing
their fuel bills, but will also result in substantial energy savings. Accordingly,
the National Energy Act (NEA) proposes to expand the FEA weatherization
program by $385 million for fiscal years 1978-1980. The program will be admin-
istered by the new Department of Energy. It will complement the proposed
programs designed to encourage retrofit of residences of middle and upper income
persons, specifically, the utility conservation program and the tax incentives for
the purchase and installation of retrofit materials.

CSA's Emergency Energy Conservation Services (EECS) include not only a
weatherization program, but other services such as emergency fuel payments,
intercession with fuel companies to prevent cut-offs or restore service, advocacy
in utility rate proceedings, the purchase of warm clothing and blankets, and
consumer education. FEA believes that CSA is the appropriate agency to provide
crisis intervention activities for the poor.

Question (2). How can we prevent the difficulties caused by a short-term
crisis-such as this past winter's weather-from being compounded by energy
price hikes which often get passed through to consumers via fuel adjustment
clauses?

Answer. During severe cold weather, increased demands for heating fuel may
cause utilities to purchase fuel on short-term contracts and at higher prices.
Any measure that reduces demand for fuel that would have to be purchased
on an ad hoc basis will help keep the cost of utility bills down. Adequate insula-
tion of buildings as called for by the NEA will substantially reduce such demand.
Other measures proposed by the NEA will also encourage conservation by the
industrial sector. Enactment of the act would result in a conversion of industrial
users to more abundant fuel, reducing demand and freeing gas and oil for high
priority uses such as the heating of homes.

Quiestion (3). Does the FEA possess any new information on the percentage
of disposable income spent by elderly consumers on fuel during the past winter?

Answer. Attached is the data FEA possesses on the percentage of disposable
income spent by elderly consumers on fuel during 1976.' This information has
already been provided to your committee. We have no additional cost Information
specific to elderly consumers.

Question (4). The President's energy plan puts him on the record as being
against declining block utility structures and for peak-load pricing. Does the
administration support the action of the House Energy and Power Subcommittee
to reouire State utility commissions to at least hold hearings on the feasibility
of "lifeline" rates?

Answer. The NEA provides significant flexibility to State utility commissions
in the implementation of the provisions of the President's energy plan. The NEA
specifically provides to the commissions the ability to establish "lifeline" rates.
Requiring State utility commissions to hold hearings on the feasibility of "life-
line" rates would certainly not be inconsistent with the NEA. However, many
State public utility commissions have already considered "lifeline" rates. Con-
sequently, we neither support nor discourage such a requirement at this time.

ITEM 3. LETTER TO HON. ARTHUR S. FLEMMING, COMMISSIONER.
ADMINISTRATION ON AGING, FROM SENATORS FRANK CHURCH,
CHAIRMAN, AND PETE V. DOMENICI, RANKING MINORITY MEMBER,
SPECIAL COMMITTEE ON AGING, DATED JUNE 13, 1977

DEAR DR. FLEMMING: As you are aware, this committee has been gathering in-
formation about the impact of higher fuel costs on older Americans. particularly
in the aftermath of the severe winter of 1976-77. We took note of your timely
memorandum to State agencies of April 4, AoA-PT-77-15, notifying those agen-
cies of the availability of resources for helping the elderly meet these extra

I See appendix 2, p. 460.
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costs. 'We would appreciate your reply to the following questions concerning the
response of State agencies as well as their evaluation of this -problem's impact
on their clientele:

(1) To what extent did State agencies utilize title III Older Americans Act
funds for emergency assistance purposes? Did this diversion of resources have
an adverse impact on other agency activities?

(2) To what extent did State agencies work to amend their title XX plans to
permit these funds to be used for emergency assistance? Were substantial diffi-
culties encountered by any agency attempting to make such amendments?

(3) To what extent have State agencies involved themselves in the planning
process for distribution of CSA emergency assistance funds? Based on that
experience, do you have suggestions as to the advisability of establishing an in-
place assistance system for possible future energy emergencies? If such an in-
place system would be desirable, are there specific elements which you feel are
essential to its successful operation?

We are looking forward to receiving your reply on these matters. Your advice
and assistance wvill continue to help us in reducing the adverse imnpact of rising
energy costs on the Nation's elderly.

Sincerely,
FRANK CHURCI,

Chairman.
PETE V. DoMENICI,

Raonking Minority Mleinber.

ITEM 4. LETTER AND ENCLOSURE TO SENA'I'OR FRANK CHURCh,
CHAIRMAN, SPECIAL COMMITTEE ON AGING, FROM ARTHUR S.
FLEMMING, COMMI SSIONER, ADMINISTRATION ON AGING, DATED
JULY 16, 1977

DEAR MR. CHAIRBMAN: Thank you for your letter of June 13 making note of our
memorandum to State agencies (AoA-T7-15) regarding the availability of re-
sources to assist older persons in paying the higher fuel and utility bills wvhich
resulted from the severe winter of 1976-77. Please accept my apology for the
delay in responding to your letter.

The Administration on Aging is encouraged by the interest which the Senate
Special Committee on Aging has evidenced concerning the impact of higher
fuel and utility costs on older Americans. It is important that wve begin to pre-
pare now in order to avoid a duplication of the economic hardships experienced
by older persons last winter.

In accordance with your request, we are very happy to provide the committee
with our reply to the three attached questions concernilng the response of State
agencies to the emergency situation created by the severe winter of 1976-1977.

If the Administration on Aging can be of further assistance, please let us
know.

Very sincerely and cordially yours,
ARTHUR S. FLEMMING,

Conrnissioncr on. Aging.
[Enclosure]

Question (1) To what extent did State agencies utilize title III Older Ameri-
cans Act fulnds for emergency assistance purposes? Did this diversion of re-
sources have anadverse impact on other agency activities?

Answver. The Administration on Aging has not received information from all
the States on the extent to which they used tit'e III funds to address the crisis
situation. We can, however. provide information from three States (New York,
Ohio. and Indiana) which were radically affected by the wvinter of 1970-77.

1. Area agencies in Newv York State were very successful in acquiring emer-
gency assistance funds-l from other sources. Therefore, they only utilized an esti-
mated .$3.000 of title III funds for this purpose. This amount does not include the
cost of meals and area agency staff time devoted to the crisis, however. The fol-
lowing five counties and one Indian reservation received title III fluds: Cayuga,
Jefferson, Albany, Washington, St. Lawrence, and the Akwvaesasne Reservation.

All normal area agency administrative, planning, and monitoring activities
were halted for 3 weeks due to the diversion of staff to help combat the crisis. In
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addition, nutrition site eligibility standards and regulations were relaxed for
38weeks to meet the increased needs brought on by the severe weather.

2. Ohio area agencies utilized an estinated $100,000 of title III funds with no
adverse impact on services.

3. Indiana area agencies utilized an estimated $75,000 of title III funds, not
Including the additional costs of extended hours of operation and staff time. They
also reported no adverse effect on services.

In all three of the above States, title III funds were used either to assist older
persons in meeting outstanding fuel and utility bills through direct emergency
allocations, or to identify other resources to meet the increased needs of the
elderly during the crisis.

Question (2) To whut extent did State agencies work to amend their title XX
plans to permit these funds to be used for emergency assistance? Were substan-
tial difficulties encountered by any agency attempting to make such amendments?

Answer. Only two States (Ohio and Mississippi) amended their title XX plans
to allow funds to be used for emergency assistance. No difficulties were encoun-
tered in their attempt to amend their plans. Five States (Pennsylvania, Illinois,
Kentucky, North Dakota, and South Carolina) have elected to include provisions
for payment of emergency fuel and utility bills in their 1977-78 proposed plans.
This action was taken in response to a program instruction memorandum from
the Public Services Administration informing the States of their ability to in-
clude this provision in their State plans.

Qucstiou (3) To what extent have State agencies involved themselves in the
planning process for distribution of CSA emergency assistance funds? Based on
that experience, do you have suggestions as to the advisability of establishing an
in-place assistance system for possible future energy emergencies? If such an
in-place system would be desirable, are there specific elements which you feel are
essential to its successful operation?

Answer. The $200 million allocated by the Community Services Administration
to relieve part of the energy cost burden on the poor under the special crisis inter-
vention program of the energy conservation program will be distributed directly
to the Governors in each of the States. Priority is to be given to eligible older
persons in each State.

We have encouraged State agencies on aging, which are responsible for plan-
ning and coordination of programs for older persons, to become involved in deci-
sions for the distribution of these emergency funds.

The Administration on Aging forwarded a followup memorandum on
June 27 to the State agencies on aging, informing them about the distribution of
special crisis funds available from the Community Services Administration. The
State and area agencies in at least three States (New York, Ohio, and Indiana)
have been involved in the planning process for distribution of the CSA emergency
assistance funds.

ITEM 5. LETTER AND ENCLOSURE TO SENATOR FRANK CHURCH,
CHAIRMAN, SPECIAL COMMITTEE ON AGING, FROM MRS. LOU
GLASSE, DIRECTOR, NEW YORK STATE OFFICE FOR THE AGING,
DATED JUNE 24, 1977

DEAR SENATOR CHURCH: Along with a background paper on the fuel and energy
problems faced by older New Yorkers, I am enclosing our analysis of the Presi-
dent's proposed energy plan and its implications for the elderly.

I am sure you realize that the severe winter of 1976-77 bore particularly
heavily on New York State's older citizens. The dramatic impact of this past
winter forcefully demonstrates the particular plight of older persons in regard to
the costs of energy.

It has been shown that older people need to use more energy than younger
people. Yet, it is also true that older people actually use less energy than younger
people, primarily because of their low incomes and restricted budgets.

This past winter in New York State, older people were faced with a crushing
combination of severe weather, energy shortages, and soaring costs. They reduced
their energy consumption even further, these forced conservation efforts some-
times resulting in hospitalization for pneumonia or exposure to cold. In other



453

cases;. older people paid. utility and fuel bills and were then not able to buy
adequate food.

Because the elderly are so heavily burdened by energy problems, we believe
that it is particularly appropriate for those concerned with-the aging to address
their comments -to the Nation's energy planners, attempting to ensure that the
needs of the elderly are not forgotten.

Thank you for your attention.
Sincerely,

(Mrs.) Lou GLASSE,
Director.

[Enclosure]

FUEL AND ENERGY PROBLEMS FACED BY OLDER NEW YORKERS

Each winter, New York State's older citizens face increasing difficulty in meet-
ing their fuel and energy needs. Much of this difficulty is directly related to the
conditions of their housing. High heating consumption resulting from poor insula-
tion and/or deteriorating homes is not uncommon.'As a result, elderly persons
greatly need some measure of relief from the high cost of fuel and utilities.

RACKGROUND

The winter of 1976-77, one of the coldest in the history of this -Nation, has
revealed in a dramatic way the desperate situation of our older citizens regard-
ing energy costs. As so often happens, it has taken a crisis to focus attention on
a problem which has existed for a long time and which, without immediate atten-
tion, will continue to worsen after the crisis has passed.

Several factors contribute to the difficulties faced by the elderly in coping with
their energy needs. One of the most significant is the simple fact that older people
have usually resided in their homes longer than younger people. According to a
1972 survey conducted for the New York State Office for the Aging,' the median
length of time an older person had occupied the same home was 17 years. By
contrast, the average American family moves once in 5 years. Thus, it is no sur-
prise that the 1970 Census found that 69.2 percent of all older-headed households
live in houses that are at least 31 years old.2

Older citizens own older houses than younger people do-houses more likely to'
need structural repairs or installation of modern insulation, houses more likely
to have antiquated, inefficient, or worn out heating systems, and furthermore,
houses often likely to be too large for the owner's present needs or too difficult
for his or her limited physical and financial resources to maintain.

The other major factor which contributes to the older person's disadvantage In
meeting energy needs is the strain of rising costs against his or her relatively
shrinking budget.

In 1975, the median annual income for households headed by persons over age
65 was $5,585, while the median income available to households headed by those
under 65 was $13,532. Older persons are also more likely than younger persons to
have incomes which fall below the poverty standard. In 1970, over 20 percent of
New York State's elderly existed on incomes below the poverty level, while under
10 percent of those under 65 did so.3

CONTINUED PRICE INCREASES

The continuing, land increasing, problems of the elderly in dealing with the
inflation of energy costs can be clearly demonstrated. Over the past few years,
the price of fuel and utilities has changed from one of the slowest-growing budget
items to the fastest. It is well known that medical care costs have been increasing

1 New York State Office for the Aging, Statewide Survey of the Status and Needs of the
Aging in New York State 1972.

2 U.S. Bureau of the census, 1970 Census, Subject Report: Housing of Senior Citizens.
3 New York State Office for the Aging, "Status of the Aging: Older New Yorkers In

1976," December 1976, p. 3.
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sharply year after year; but Increases in the costs of fuel and utilities now sur-
pass even those for health care, as shown below:

CONSUMER PRICE INDEX (1967=100)1 ANNUAL AVERAGE

1973 1974 1975 1976 January 1977

All items -133.1 147.7 161.2 170.5 175.3
Food -141.4 161.7 175.4 180.8 183.4
Rent -124. 3 130.6 137.3 144. 7 149.0
Medical care -137.7 150.5 168.6 184.7 194.1
Fuel and utilities -126.9 150.2 167.8 182.7 194. 8

I U.S. Department of Labor, Bureau of Labor Statistics, Consumer Price Index, monthly.

Although more current figures are not available, several basic components in
the fuel and utilities category had already increased sharply from 1970 to 1974:

Percent
F u el oil…-------------------------------------------------------------- 110
Natural gas------------------------------ 60
Electricity ---------------------------------------------------------- 59

These increases, especially those in oil and gas as will be shown later, signif-
icantly affect older persons and further restrain their already limited resources.

Between 1973 and 1976 average social security payments increased about 33
percent, while fuel and utility costs increased 44 percent. Information is not
available on the next adjustment to social security payments but it is not likely
that it will cover the increase in these costs. In the last year, the price of fuel
and utilities has gone up another 11 percent.

Even without continued inflation or periodic benefit increases, it is easy to
criticize the basic level of the payments under income support programs. These
low levels place the elderly at an immediate disadvantage, and cost of living
increases cannot make up that initial disparity. Neither social security nor sup-
plemental security Income provides a basic income sufficient for anything but the
barest essentials.'

As a result, older people's alternatives are limited; either they cannot continue
using energy at the same level as before-already inadequate for their physical
needs and limited to bare necessities-or they must make up the difference from
other items in their budget. The CPI for all items has increased almost 32 percent
since 1973. Since an estimated 90 percent of an older person's budget is already
consumed by essentials, there is little room to absorb these crippling increases.5

AGING CAUSES INCREASED NEEDS

The effects of difficult housing circumstances and increasing costs are further
complicated by the fact that older people actually need to use more energy than
younger people because of the physical effects of the aging process.

The U.S. Public Health Service reports that nearly 85 percent of the non-
institutionalized aged have at least one chronic condition.8 About 38 percent of
the national population aged 65 or older have arthritis, compared with 9.7 percent
for adults under age 65. Nearly 20 percent of the aged have heart conditions.
although only 4.7 percent of the adults under age 65 do. Roughly 20 percent of
the aged suffer from hypertension, while only 6.9 percent of the adults under age
65 are so afflicted.'

Conditions such as arthritis and diabetes restrict movement and impair circu-
lation, and create the need for more heat. Furthermore, chronic heart and
circulatory problems may require the use of more heat in the winter and air
conditioners in the summer; people with respiratory problems may need humidi-
fiers; people with failing eyesight may need intensive central lighting. In recog-

4 New York Office for the Aging. "Status of the Aging." p. 6.
C U.S. Department of Labor. Bureau of Labor Statistics. Three Budgets for a Retired

Couple, Autumn 197.5. 1970. (Intermediate level budget used here.)
OTT.9. Pulblic Health Service, National Health Interview Survey, annual.
7 U.S. Public Health Service, Health in the United States, 1975, 1976.
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nition of the increased needs of older people, standards set by the New York
State Division of Housing and Community Renewal require 14 percent more heat
in elderly housing.

But do New York State's elderly use the increased energy their physical con-
tion requires? The answer is "no"; they cannot afford it.

OLDER PEOPLE CONSUME LESS AND PAY MORE

According to a recent investigation by the U.S. Senate Special Committee on
Aging,8 the average American uses energy only for the most basic of humian needs,
yet pays about 14 percent of his income for that energy, while a younger family,
with more diverse and greater consumption habits, typically pays about 4 per-
cent of its income for energy. According to a study by the Federal Energy
Administration: "
-The elderly poor consume less energy than other age groups but spend a much

higher proportion of their income for the energy-related expenditures.
-The aged poor's energy costs are primarily for everyday necessities-such as

cooking and heating-rather than discretionary luxury itemns.
-The elderly poor pay a higher per unit cost for electricity and natural gas than

other income groups.
It must be kept in mind that all of this information describes the situation

before the current crushing combination of severe weather conditions and price
increases caused by fuel shortages. The severity of this winter for Newv York
State's older citizens, in termns of discomfort, further health impairment, ir-
reversible financial drain, and personal deprivation, cannot possibly be evaluated.
Unfortunately, this year is a continuation of steadily worsening conditions.

ENERGY USE FOR HOME HEATING BY LOWER INCOME FAMILIES

As illustrated below, 1970 Census information on energy use by lower-incoie
(under $6,500 per year) households in New York State shows relatively little
difference by age in terms of type of fuel used. Older lower-income households
are slightly more likely than younger to use gas rather than fuel oil for home
heating, while the reverse is true for renters.

HOUSE HEATING FUEL USED BY LOWER INCOME HOUSEHOLDS IN NEW YORK STATE

Percent of household heads Percent of household heads
14 to 64 65 and over

Owners Renters Owners Renters

Gas - . 42.2 37.9 45.7 31.8
Oil -53.1 55.7 50.4 64.0
Electricity 1.1 1.8 1.1 1.1
Other -2.9 4.7 2.9 3.2

It is interesting that older lower-income homeowners are almost equally divided
between the use of gas or fuel oil as a heating source; oil is slightly more
common. The dwellings of older low-income renters rely more heavily on fuel
oil for heating. Overall, however, age makes little difference in fuel use among
those lower-income households.

SPECIAL PROBLEMS OF OLDER HOMEOWNERS

Some 46 percent of all elderly New York State residents are homeowners,
which means that they have been especially susceptible to the effects of inflation
on the costs of maintaining a home. Home repairs, which can substantially reduce
energy waste and needless costs for fuel, are simply beyond the economic reach
of many older persons. Insulation offers an effective improvement with a quick
return on the investment. Simple furnace or heating system maintenance and
checks for safety and efficiency can greatly reduce heating costs. The cost of these
necessary repairs is often a burden on older homeowvners.

U.S. Senate SpecIal Committee on Aging, "The Impact of RIsing Energy Costs on Older
Amserlcans," 1075.

D Summarized by the U.S. Sennte Special Conmmittee on Aging, Decvelpmentcum fn Aging:
1975 and January-May 1976, 1976, p. 140.

95-349-7T 4
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Furthermore, the costs of preventive home repair and maintenance are also
on the rise. During the period 1970 to 1974, thecost of reshingling a roof in-
creased 69 percent and the cost of repairing a furnace increased 45 percent. Since
1974, these home ownership expenses have increased even further. We can see,
therefore, that not only is it increasingly more expensive to simply live in a home,
it is also more expensive to maintain or repair the home in spite of the advan-
tages of keeping it "energy efficient."

THE COLD, HARD REALITY

Because the winter of 1976-77 has been so severe, the President has declared
nine counties in upstate New York disaster areas.1 ° Utility companies both in
these counties and in other parts of the State report that average residential gas
and electric bills for the year between March 1, 1976, and February 28, 1977, were
substantially higher than the year before.

In Buffalo, N.Y. the average residential bill for this period was reported to be
$138 more than the previous year's average. This average can be used to analyze
the impact upon older persons.u

The New York State Offiee for the Aging estimates that there are currently
61,000 older (60+)-headed households in the nine counties thnat have incomes
of less than the lower level budget prepared by the U.S. Bureau of Labor Statis-
tics (about $5,000 for a retired couple for autumn 1975). Applying the average
cost increase, we find that the low-income elderly in these storm-struck areas
have had to pay $8.4 milnon more for heating and lighting their homes than
they paid last year.

Bills in the remainder of the State were reported to have risen at about half
the rate of the hardest-hit counties. Therefore, since there are about 516,600
low-income (60+) headed households in the other 53 counties of the State, we
estimate that the increase for these people totals $36.2 million.

Thus, for all low-income older (60+)-headed households in New York State,
the increased cost of fuel and utilities for the 1976-77 winter over the past
year's level is estimated to be $44.6 million-a devastating blow for those having
no financial cushion with which to absorb the impact.

THE HUMAN COSTS

A few selected examples reported by county offices for the aging in some of
the nine disaster counties illustrate the actual effects on individual lives of the
circumstances summarized above:

A man over the age of 65 in Cattaraugus County, living alone, has an income
of $3,800. Although he began the winter with his house fully insulated, half of
the household closed up, and his thermostat at 60 degrees, his fuel bill tripled over
the course of 3 months. He shut off one room after another, and finally left home
during the day in an effort to keep warm.

A couple in Cattaragus County with an income of $4,680 (entirely social
security), have faced utility bills that are double last year's, and amount to
two-thirds of their monthly income. They need storm windows, but the income
eligibility cutoff for the weatherization program is $4,625.
* An older man from Niagara County turned to the county office for the aging

for help because he was unable to buy his food stamps. After paying his utility
bill he had $1.43 left to purchase food for the month.

An 83-year-old widow from Jamestown, in Chautauqua County, lives on an
income of $248.65 per month in combined social security and SSI benefits. She
has no savings. Between December 1976 and February 1977 her monthly ex-
penses for basic essentials averaged as follows:
Gas -------------------------------------------------------------- $92. 00
E lectricity --------------------------------------------------------- 15. 00
Wood ------------------------------------------------------------- _25. 00
Food -------------------------------------------------------------- 100. 00
Telephone --------------------------------------------------------- 6. 50

Total --------------------- … - _______ 238. 50

15 Cattaragus, Chautauqua, Erie, Genesee, Jefferson, Lewis, Niagara, Orleans, and
Wyoming Counties.

11 The estimates are based upon increases In the costs of gas and electricity. Comparable
information on fuel oil Is not available, but it seems reasonable that the situation is
similar; therefore, estimates based on gas and electricity are made for the entire population.
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During the blzzard her cellar door blew off and her. utility appliances, such
as the hot-water heater, were daniaged.

A 92-year-old widower in Sherman, N.Y. (also in Chautauqua County), has
an income of.$255.50 per month from social'security, SSI, and renting an apart-
ment in his home. His 'average monthly expenses between December 1976 and
February 1977 were:
Gas -____ --_______________ --_ --_________--_--________-$180.00
Electricity ------------------------------ 13. 00
Food ------------------------------------- __ -----_ -----___ -- -- - 50.00
Telephone -------------------------------------------------------- 4.65
Taxes and Insurance---------------------------- ___-_ 30.00

Total -_____________--_--______----__--____----______--_____-_283.65
The man was hospitalized with.pneumonia, which he believes was caused by

keeping his thermostat at a very low setting.
As pointed out by the director of the Chautauqua County Office for the Aging,

older people tend to pay their bills even at the cost of having no money for food.
For the rural elderly, even the office for the aging's nutrition program may not
be any help in such circumstances, because the nearest site may be 15 to 20
miles away, totally inaccessible in a storm. Older people often have no extra
money to pay increased bills and no financial or physical means of dealing with
emergencies such as storm damage.

Poor nutrition, exposure to cold because of attempts to conserve, and worry
over mounting fuel bills have already done irreparable damage to the health of
older New Yorkers-and the crisis continues.

SUMMARY

With each winter older persons experience more and more difficulty in meeting
and paying for their energy needs. In spite of the increased energy requirements
associated with the normal aging process, older persons consume less energy than
they might need to maintain their health. At the same time, they pay more of
their income than others do for that energy.

Among low-income older households, gas and oil are the major sources of
heating fuel. Older homeowners face the additional problem of increased cost
for home maintenance and repair.

The single greatest difficulty faced by older persons is the rapid and substantial
increases in the costs of fuel and energy. These increases, and those for other
necessities such as food and medical care, strain the limited budget of most older
persons.

Not only are levels under income support programs modest to begin with, but
overall cost of living increases also do not adequately compensate for the actual
increases facing older persons in their purchase of necessities. These factors,
combined with the increased energy usage and escalating energy costs of this
winter, make it essential that relief from the ever more oppressive cost of energy
be provided to older persons. Without such relief, the burden on older persons
of increased energy costs will continue to grow.

ITEM 6. LETTER TO LAWRENCE SIMONS,' ASSISTANT SECRETARY FOR
HOUSING, DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT,
FROM SENATOR FRANK CHURCH, DATED JULY 19, 1977

DEAR MR. SIMoNs: On June 28, 1977, you testified at a hearing held by this
committee to assess the impact of rising energy costs on older Americans. I was
not able to be present during the entire hearing. While your testimony and re-
sponses did speak to several of my concerns, I would appreciate a written reply
to the following questions which I still have regarding the administration's
energy policy and its relationship to the housing needs of the elderly:

(1) What weatherization authority does HUD possess? How do you plan to
implement it, and what steps will be taken to assure coordination with FEA
and CSA?

l See statement, p. 432.
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(2) Administration officials have revised the estimate of the percentage of
American homes to be insulated by the President's energy plan, by 1985, from
90 down to 60 percent. Should we move back the timetable or should we increases
both the penalties and incentives to reach that 90 percent goal by 1985?

How can we help insure that most elderly persons have their dwellings weath-
erized by that date?

(3) The House Commerce and Energy Subcommittee has voted to require most
homes to meet minimum insulation standards by January 1, 1982, in order to be
eligible for federally backed mortgages. Does the administration endorse manda-
tory insulation standards?

The House subcommittee bill exempts low-income homes from this requirement.
Do you see a danger that this exemption will cause the homes of low-income-
persons to decline further?

(4) Many older people want to insulate their homes. But this committee heard
testimony in April that older persons are often unable to utilize the equity they
have built up in their homes because banks and other lending institutions are
reluctant to issue new mortgages to persons over 65.

How can the Federal Government assist older homeowners in utilizing their
home equity for rehabilitative and insulation purposes?

Your prompt reply will greatly assist us in assuring that the energy program
adopted by the Congress is one which affords equitable and sufficient treatment
to the elderly.

Sincerely,
FRANK CHuRcH,

Chairman.

ITEM 7. LETTER TO SENATOR FRANK CHURCH, CHAIRMAN, SPECIAL
COMMITTEE ON AGING, FROM LAWRENCE SIMONS, ASSISTANT
SECRETARY FOR HOUSING, DEPARTMIENT OF HOUSING AND URBAN
DEVELOPMENT, DATED SEPTEMBER 14, 1977
DEAP MIR. CHAIRMAN: Thank you for your letter of July ]9. 1977. in which vou

requested information on certain aspects of our energy policy not addressed inmy testimony and responses.
I trust the following information will be helpful.
(1) HUD operates many programs that are structured to assist in housingrehabilitation and repair. Although the programs have not been created with

weatherizatiorn as a principal objective, nonetheless, the assistance provided may
serve in part to increase the energy efficiency of the homes of low-income persons.
The principal authorities under which HUD provides assistance for rehabilita-
tion and repair are as follows:

(a) Community development block grant program (title I, Housing and Com-
munity Development Act of 1974, Public Law 93-383).

(b) Loans to assist rehabilitation in urban renewal and code enforcement
areas (section 312, Housing Act of 1964. Public Law 88-650).

(c) Mortgage insurance to purchase or rehabilitate housing in older, declining
neighborhoods (section 223(e), National Housing Act, Public Law 73-479. as
added by section 103(a), Housing and Urban Development Act of 1968, Public
Law 90-448).

(d) Federal aid to public housing agencies (PHA's) to finance capital hi-
provements in public housing projects (Housing Act of 1937, Public Law 7.5-412.
as amended by section 7(d) Department of Housing and Urban Development Act
of 1965. Public Law 89-1]74).

(e) Federal insurance of loans to finance home improvements (section 2.
title I., National Housing Act, Public Law 73-479, as amended by Housing Act
of 1.950. Public Law 84-1020).

(f) Federal insurance of loans to finance major home improvements (section
203(d), National Housing Act, as amended by section 102(b), Housing Act of'
1961, Public Law 87-70).

(g) Federal loan insurance to facilitate financing of improvements of multi-
family rental housing and health care facilities (section 241, National Housing
Act, as added by section 307, Housing and Urban Development Act of 196S8
Public Law 90-448).
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Because the programs of the Federal Energy Administration (FEA) and Com-
munity Services Administration (CSA) are structured quite differently than
these HUD assistance programs, we believe coordination can most effectively be
accomplished by State and local government agencies that receive weatherization
program funds. We have consulted actively with FEA in the development of the
regulations for their weatherization program, and will continue to do so in the
future.

(2) The national energy plan does include a national program designed to
bring 90 percent of all residences and many public and other buildings up to
minimum levels of energy efficiency by 1985. We believe this objective can be
accomplished with enactment of the legislative program for residential energy
conservation proposed by the President. We also believe that the program offers
elderly homeowners sufficient access to weatherization assistance.

(3) The administration does not endorse the provisions approved by the House
Energy and Power Subcommittee that would require most homes to meet mini-
mum insulation standards by January 1, 1982, in order to be eligible for federally
backed mortgages. No analysis of such a measure has been performed which
would indicate its relative impact on homes owned or occupied by groups of dif-
ferent income levels. The subject provision, however, does not appear in the
amended version of the National Energy Act passed by the House of Representa-
tives August 5.

(4) HUD has no programs which specifically provide for the use of home equity
by older homeowners to finance rehabilitation or insulation. Our title I program,
which will be liberalized upon passage of H.R. 6655 by the Senate-House Confer-
ence Committee and subsequent action by Congress, does, in some instances, act
as a second mortgage program and thereby may give recognition to this equity.

I trust that this information will be helpful to you in your efforts on behalf
of the elderly.

If I can provide any further information, please do not hesitate to contact me.
Sincerely,

LAWRENCE B. SiMoNs,
A88i8tant Secretary.
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ENERGY PRICES AND ENERGY CONSUMPTION BY
OLDER AMERICANS: 1973, 1976, AND AN ESTIMATE FOR
1985 1

INTRODUCTION

The FEA Household Energy Expenditure Model (HEEM) developed in the
Socioeconomic Impact Division of FEA was used to evaluate the effects of higher
energy prices on energy expenditures by the aged. The HEEM model was used
to estimate home fuel and gasoline expenditures in 1973, in 1976, and in 1985
for those households headed by persons aged 60 and over. For the purpose of
comparison, the same estimates were made for those households headed by
persons under 60 years old..

Since the elderly are often on fixed Incomes, the HEEM model was used to
simulate fixed incomes for the elderly and variable incomes for the nonelderly.
For the elderly, incomes were held at .1973 constant dollar levels when 1976 and
1985 energy expenditures were calculated as percentages of disposable incomes.
For the nonelderly, incomes were updated to 1976 and 1985 before expenditures
were calculated as percentages of disposable incomes.

Estimates of energy expenditures were made separately for four regions, the
South, the West, the Northeast, and the North Central. as well as for the entire
Nation. For each region, and for the entire Nation, estimates of energy expendi-
tures were shown for households of various income groups. National estimates
of household energy expenditures were also shown as percentages of disposable
incomes. All estimates are in constant 1973 dollars; and 1985 estimates were
made without the assumption of a changing national energy policy.

TEE HEEM MODEL
Description

The HEEM model Is based on an energy data file for a nationally represent-
ative sample of approximately 50,000 U.S. households. The primary data source
was the Public Use Sample of the 1970 Census of Population, supplemented by
travel information from the Nationwide Personal Transportation Study. The
data file contains data on housing, housing characteristics, geographic locations.
income levels, demographic characteristics, and energy expenditures. The TRIM
microsimulation model was used to age and update the data to 1973.

The HEEM model is designed to provide analysis of the socioeconomic impacts
of energy price increases on household energy expenditures generally and on
low-income groups in particular. Subsequent to delivery to FEA, the model has
been linked to macroeconomic analysis and has been modified for long-run
analysis.
Limitations

Since the HEEM model cannot update the distributions of income, employ-
ment, demographic characteristics, and housing stocks. the model Is better used
for short-run analysis. HEEM home fuel expenditure data is not survey data:
it is data imputed from renters' energy expenditures as reported in the 1970
Census. HEEM gasoline data is statistically matched data from the 1969 Na-
tional Personal Transportation Survey. All HEEM data are aged to 1973. Since
the information is imputed, matched, and aged, it may not be entirely represent-
ative of household energy expenditures. Electricity expenditures may be ap-
proximately 9 percent high and may be even more overstated for low-income

I Prepared by Dr. Pamela Haddy Kacser and William Bowman, Socioeconomic Tmnact
Division, Offlce of Economic Impact Analysis, Energy Information and Analysis, Federal
Energy Administration. For statement of David J. Bardin, Deputy Administrator, Federal
Energy Administration, see p. 423.

(460)
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groups. Gasoline expenditures by high-income groups may be overestimated by
20 percent. Expenditures for fuel' oil may be overstated, and expenditures for
natural gas may be 15 percent high. Also, renters not paying their fuel bills have
imputed energy expenditures assigned to them; this may be inappropriate. Fi-
nally, elasticities and prices may differ by income, age, and region; the HEE.M
model does not account for these differences.
Results

Table 3 shows national estimates of average annual home fuel and gasoline
expenditures for households headed by persons aged 60 and over. Tables 1 and
2 show such estimates for each of four regions. All estimates are in constant 1973
dollars. From these estimates, the following can be noted:

(1) In 1973, annual home fuel' expenditures by the average-household headed
by an elderly person were estimated to have been $389. By 1976, such expendi-
tures were estimated to have increased to $444.. Projections to 1985 indicated that
such expenditures could be $603; this represents a '55 percent increase in real
(constant dollar) expenditures.2 The various income groups were also estimated
to experience increasing home fuel expenditures.

(2) The elderly are often on relatively fixed incomes. To simulate fixed in-
comes, HEEM model incomes were held at 1973 constant dollar levels when
energy expenditures were calculated as percentages of disposable incomes. For
1973, it was estimated that elderly household heads in the $10,000-$14,999 income
group spent 3.3 percent of-their disposable income on home fuels. By 1976 and
1985,.this percentage was estimated.to have increased to 4.0 percent and then
to 5.4 percent. A similar pattern of-increasing percentages holds for the other
income groups. It can be seen that higher energy prices can have a significant
impact on elderly persons with fixed incomes.

(3) Home fuel expenditures increase across progressively higher Income groups.
For example, average annual 1976-household home fuel expenditures f6r elderly
household heads were estimated to be $405 for those with less than $5,000 income
and $576 for those with greater. than $25,000 income. A similar pattern holds
for -1973 and 1985. When such expenditures are'expressed as percentages of dis-
posable Incomes, however, a. reverse effect Is noticed. Home fuel expenditures as
percentages of disposable incomes are higher for low-income households than
for higher income households. For example, these percentages in 1976 were esti-
mated to be 2.4 percent for elderly household heads with Incomes of $20,000-L
$24,999, 5.3 percent for elderly'household heads with Incomes of $7,500-$9.909,.
and 7.0 percent for elderly household heads with Incomes less than $5,000. A
similar pattern holds for 1973 and 1l85.' Higher. energy prices are regressive in
*that they have a greater relative-impact on low-Income households than on higher
income households. And, a relatively large percent of the elderly have relatively
low incomes.

(4) In 1973, 1976,'and 1985, gasoline expenditures by the average elderly house-
hold head were estimated totbe $396, $447, and $487 respectively;5 Thus, such
expenditures were estimated to increase by 23 percent;from "1973 to 1985. Thei
various income groups were alio estimated to experience Increasing gasoline
expenditures. '

(5) For elderly household heads In the $10;000-$14,999 income group, gasoline
expenditures as percentages of disposable incomes in'1973, 1976.'and I 985 were
estimated to be 4:1 percent, 4.6 percent, and 5.1' percent'respictively. A similar
pattern of Increasing' expenditures' as a percentage of Income holds for the other
Income groups. ' '' '

l Electricity. natural gas, heating fuel. c0al and bottled'gns.
'This estimate may' not be completely cbmpatrable to'some other estimates from'other

PEA models. ' ' . i
The 1)85 estimntetmay be too high. The tables should be used comparatively, and too,

much reliance should not be placed on the absolute numbers.
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(6) Elderly household heads in 1973, 1976, and 1985 were estimated to have
higher gasoline expenditures across higher income groups. But, low-income
groups have higher expenditures as percentages of disposable incomes than do
higher income groups.

(7) For households headed by elderly persons in the various regions, similar
trends are noted. Home fuel and gasoline expenditures (in total and as a per-
cent of income) increase from 1973 to 1976 to 19S5. Higher income groups spend
more for energy than do lower income groups. Increased energy expenditures in
total are greater for high income groups, but increases as percentages of incomes
are more of a burden on low-income groups.

(8) The impact of higher home fuel prices varies across regions due to the
higher home fuel needs in some regions. For example, in 1976, it was estimated
that the annual regional average home fuel expenditures by elderly household
heads was $583 in the Northeast and only $333 in the West. No such great dif-
ferences are noted for gasoline expenditure impacts.

(9) For a national average in 1973 and in 1976 households headed by elderly
persons seem to spend slightly more for gasoline than for home fuels. However,
for such households with incomes less than $7,500, more is spent on home fuels
than on gasoline. For the South and West regions, such households with incomes
less than $5,000 spend more on home fuels than on gasoline. In the North Central
region, elderly household heads with incomes less than $10,000 spend more on
home fuels than on gasoline; and in the Northeast, all elderly household heads
spend more on home fuels than on gasoline. Thus, in the cold weather and highly
populated regions, high home fuel prices have relatively greater impacts on nearly
all of the elderly. In the warmer weather and more rural regions, home fuels are
relatively less important, and transportation is relatively more important. For
low-income, elderly households, home fuels make up a relatively larger proportion
of the budget than does gasoline.

The FEA PIES model forecasts that home fuel prices and quantities will in-
crease to 1985 more rapidly than gasoline prices and quantities. In 1985, for na-
tional averages. households with incomes less than $15,000 could spend more on
homue fuels than on gasoline while households with incomes greater than $15,000
could spend more on gasoline than on home fuels. This pattern varies among
regions.

Table 6 shows national estimates of average annual home fuel and gasoline ex-
penditures for households headed by persons aged 59 and younger. Tables 4 and 5
show such estimates for each of four regions. All estimates are in constant 1973
dollars. From these estimates, the following can be noted:

(1) The national estimates indicate that home fuel expenditures by households
headed by persons aged 59 or younger are slightly more than home fuel expendi-
tures by elderly household heads. However, for households with incomes less
than $15,000, home fuels are very similar for the young and the old. The regional
estimates indicate that nonelderly households generally spend more on home fuels
than do elderly households. Both nationally and regionally, it is estimated that
younger household heads spend significantly more on gasoline than do elderly
household heads. Therefore, younger household heads generally spend more on
energy than do older household heads and are. excluding income effects, thereby
more affected by higher energy prices. The hardship of higher energy prices on
the aged does not seem to come from greatly different expenditure patterns be-
tween the elderly and younger households (after controlling for income) but from
the fact that so many of the elderly have low incomes. (As was shown above, low
income households are relatively hard pressed to cope with higher energy prices.)

(2) Younger household heads often have increasing rather than fixed incomes.
To simulate variable incomes, HEEM model income levels were updated to 1976
and to 1985 before energy expenditures were calculated as percentages of dis-
posable incomes. For 1973, it was estimated that younger household heads in
the $10.000-$14,999 income group spent 3.6 percent of their disposable income on
home fuels. By 1976 and 1985. this percentage was estimated to have changed
to 3.8 percent and then to 3.2 percent. For these households, gasoline expenditures
as percentages of disposable incomes. wereestimated at 4.4 percent. 4.7 percent.
and 3.1 percent in 1973, 1976, and 1985. Unlike elderly households with fixed in-
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comes, younger households with variable incomes are better able to meet higher
energy expenditures with higher incomes.

(3) The elderly are, therefore, likely to be hard hit by higher energy prices be-
cause they are more likely to be on low, fixed incomes.

Finally, the following must be noted:
(1) In making estimates for 1976 and 1985 several assumptions had to be made.

Both elderly and nonelderly households were assumed to face equal increases In
energy prices. Due to regional migration differences between the elderly and non-
elderly, this assumption could affect the estimates. The elderly and nonelderly
were assumed to change consumption by the same amounts in response to higher
energy prices. Empirical evidence is not yet available to test this assumption. Due
to these assumptions, HEEM model estimates are constrained to reflect the same
age-energy expenditure patterns in 1976 and 1985 as in 1973. Thus, the points
noted above for 1976 and 1985 should not be thought of as conclusions; instead,
the points should be thought of as results that could occur if the HEEM model's
constraining assumptions are realized.

(2) Due to the severe time constraints for preparation of this analysis, only
highlights of the data in tables 1 through 6 are mentioned. However, the data
were presented with a fair amount of detail so that the interested reader may be
able to discern other expenditure patterns that may be important.

(3) As stated above, the HEEM model does have limitations. For this particular
analysis, there is the additional limitation that the age distribution of the popula-
tion cannot be changed from 1973 to 1985. So, one should be careful in relying
on specific number estimates. General trends and patterns are more important
than the specific numerical data in this analysis.

Conclusion
Excluding income effects, older Americans are not, on average, more adversely

affected by higher energy prices than all other Americans. This Is true, even in
the colder regions of the country, where all consumers incur higher energy ex-
penses. It is not age, per se, but low income which is the prime determinant of
adverse impacts of energy price increases. A much larger proportion of older
Americans are below the poverty line than are all other Americans, and more of
them are on fixed incomes. Furthermore, in the years to come they will be a larger
proportion of America's population.

TABLE 1.-AVERAGE ANNUAL HOUSEHOLD ENERGY EXPENDITURES: 1973. 1976, 1985; HEADS OF HOUSEHOLDS
AGED 60 AND OVER; NORTHEAST AND NORTH CENTRAL REGIONS

1973 1976 1985

Home fuels Gasoline Home fuels Gasoline Home fuels Gasoline

Northeast:
Less than $5,000 -$-- -- 5462 $188 $533 1212 $717 $231
$5,000 to $7,499 -474 281 545 317 734 345
$7,500 to $9,999----------------- 511 404 588 456 795 497
$10,000 to $14,999--------------- 566 493 647 523 873 569
115,000 to 119,999 -588 581 672 655 908 714
$20,000 to $24,999 -581 571 659 645 895 702
S25,000 and over 693 591 788 667 1, 061 727
Regional average 508 393 583 443 786 483

North Central:
Less than $5,000---------------- 514 211 430 238 579 259
$5,000 to $7,499 - 404 350 464 395 627 430
$7,500 to $9,999- -- 419 392 479 443 647 482
$10,000 to S14,999 . 421 546 480 617 650 672
$15,000 to $19,999 -426 701 486 791 659 862
$20,000 to $24,999 -481 819 550 924 743 1, 007
S25,000 and over -408 902 460 1, 018 628 1,109
Regional average … 397 416 455 470 615 511

Note: All expenditures and incomes are expressed in constant 1973 dollars. Incomes are disposable incomes. Gasoline
expenditures apply only to car-owning households.

Source: FEA household energy expenditure model.
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TABLE 2.-AVERAGE ANNUAL HOUSEHOLD ENERGY EXPENDITURES: 1973, 1976, 1985; HEADS OF HOUSEHOLDS
AGED 60 AND OVER; SOUTH.AND WEST REGIONS

1973 1976 ,, 1985

Home fuels Gasoline Home fuels Gasoline Home fuels Gasoline

South:
Less than55,000-- $311 '$196' $356 $222 $488 $241
$5,000 to $7,499 …399 383 .. 386 432 529 471
$7,500to $9,999 -363 453 .- 412 511 570 556
$10,000 to $14,999--------- '378 526 429' 594 590 647
i$15,OO to $19,999 ------ 40--4 7-8-3-455 883 629 962
$20,000 to.$24,999 -390 :804 439 . 907 609 . .. 988
$25,000 and over -477 597 538 , 674 740 734
Regionalaverae ---------------- '335 380 382 429 525 , 476

West:
Less than $5,000 -- -- - 269 233 305 263 416 286
$5,000to $7,499 - - - 297 337 ,336 380 461 414
$7,500 to $9,999 --- 288 460 - 324 519 446 566
$10,000 to $14,999 -332 531 ' 373 599 ' 512 '652
$15,000 to $19,999 -333 421 374 474 520 517
$20,000 to $24,999 400 747 447 843 616 919
S25,000uand over -355 591 395 667 548 727
Regional average- .. :- ' 295 ' 398. 333 '449 457 489

'Notes: All expenditures and incomei are expressed in constant 1973 dollars. Incomes are disposable Incomes. Gasoline
expenditures apply onlyto car-owning households. .

Source: FEA household energy expenditure model.

TABLE 3.-AVERAGE ANNUAL HOUSEHOLD ENERGY EXPENDITURES: 1973, 1976, 1985; HEADS OF HOUSEHOLDS
AGED 60,AND OVER; NATIONALESTIMATES

1973 6.. ., 1985

Home fuels Gasoline Home fuels Gasoline Home fuels Gasoline

National expenditures:
Less than $5,000 - j-------- $353 $206' ' $405 $232 '$550 - $253
$5,000 to $7,499 - …-- - 385 343 .440 387 597. 422
$7,5610 to $9,999 -- -- - 409 425 467 479 635 522
$10,000 to $14,999--------- 439 515 500 581 679 633
$15,000 to $19,999 - -- 449 644' 510 726 695 . 791
$20,000 to $24,999 _ 481 715 . 544 807 743 879
$25,000 and over 510' 673 576 759' 784 827
National average -389 396 444 447 --603 - 487

National expenditures as percentages
of incomes:,) - () 1 ~

Less than .. (I)
$5,000 to $7,499 --- 6. ' 5.5 7.0 6. 9.6 6. 8
$7,500 tb 59,999: 4.7 -4.9' - 5.3 5.5 - 7.3 6.0
$10,000 to 14,999 …3.3 4.1 4.0 4.6 5.4 5.1
$15,000 to $19,999 … * 2.6 3.7 2.9 4.1 4.0 4. 5
$20,000 to $24,999 . 2.1 3.2 2.4 3.6 3.3 3.9
$25,000 and over … () ' (I) (I) (X) " !'( (1)

I Not available. . ' .

Notes: All expenditures and incomes are expressed in constant 1913 dollars. Incomes are disposable incomes. Gasoline
expenditures apply only to car-owning households. Expenditures as percentages of incomes are calculated by 'dividing
expenditures by midpoints of appropriate, income classes. This simulates fixed incomes (in 1973 dollars) over time,

Source: FEA household energy expenditure model. .

. .I r .f . ,
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-TABLE 4.-AVERAGE ANNUAt HOUSEHOLDMENERGY EXPENDITURES: 1973,-1976,1985; HEADS OF:HOUSEHOLD AGED:
59 AND YOUNGER, NORTHEAST AND NORTH. CENTRAL REGIONS

$ .: ., . 1973 1976 1985

* . - .- .-. * Home fuels .Gasoline Home fuels Gasoline Home fuels Gasoline

~Northeast:
Less than $5,000D...... $455 $298 . $523 .$337. . $705 $367
$5,000 to $7,499 492 349 566 394. 765 ,429
$7 S500 to $9 999 - . 525 453 602 511 *814, , 557
S10,000 to -14,999 * 552 525 630 593 853 :646
$15,000 to $19,999 .- 585 673 665 759 902 827
$20,000 to $24,999 - - 647 641 739 723 1,001 787
$25,000 and over- 665 . 728 754 821 1, 026 894
Regional average -- 543 525 . 622 592 841 -.645

WNorth Central:
Less than $5,000 ----- ----- 389 351 448 - 396; : ,'.605 431.
$5,000 to $7,499 -411 417 473 470 639 . * 512
$7,500 to $9,999 ---------------- 424 501 485 . .. 566 '. 655. * 616
$10,000 to $14,999 - 467 557 533 629 720 685
$15,000 to $19,999 - 486 . 764 551 . 862 747 939
$20,000 to $24,999 -494 824 559 . 930 ... 756 1,013
S25,000 and over-- 509 800 575 902 783 983
Regional average - 448 574 511 648 . 692 . 706

Notes: All expenditures and incomesfare expressed'in constant l973-dollars. Incomes are disposable incomes. Gasoline
expenditures apply only to car-owning households.

Source: FEA household energy expenditures model. - :

TABLE 5.-AVERAGE ANNUAL HOiSEHOLD ENERGY EXPENDITURES: 1973, 1976; 1985; HEADS OF HOUSEHOLD AGED'
59 AND YOUNGER; SOUTH AND WEST REGIONS * :

1973 1976 1985

Home fuels Gasoline Home fuels Gasoline Home fuels Gasoline

South:
Less than $5,000 -- ----- -- $322 $324 $368 $366 $504 $399
$5,000 to $7,499 -344 414 404 467 554 509
$7,500 to $9,999 -376 486 427 548 586 597
$10,000 to $14,999 496 569 447 642 615 699
$15,000 to $19,999 -425 671 477 757 658 824
$20,000 to $24,999 465 699 522 789 719 860
$25,000 and over 461 741 517 836 717 910
Regional average … 375 513 426 579 585 630

West:
Less than $5,000 … 267 326 301 367 412 400
$5,000 to 7,499- 282 399 318 450 435 490
$7,500 to $9 999 298 484 335 546 461 595
$10,000 to S -4,999 347 551 389 622 535 677
$15,006 to $9,999 - 386 741 432 836 596 911
$20,000 to 24,999 - 368 766 410 865 566 942

S25t00 and over- 441 848 495 956 679 1,042
Regional averge - 326 549 366 620 504 675

Notes: All expenditures and incomes are expressed in constant 1973 dollars. Incomes are disposable incomes.
Gasoline expenditures apply only to car-owning households.

Source: FEA household energy expenditure model.
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TABLE 6.-AVERAGE ANNUAL HOUSEHOLD ENERGY EXPENDITURES: 1973,1976,1985; HEADS OF HOUSEHOLD AGED
59 AND YOUNGER; NATIONAL ESTIMATES

1973 1976 1985

Home fuels Gasoline Home fuels Gasoline Home fuels Gasoline

National expenditures:
Less than 15,000---------------- $351 1328 $403 $370 $547 $403
$5,000 to $7,499 - 384 401 439 453 597 493
$7 9 999----------------- 408 483 464 545 633 593;
sibooO to $14,999 -448 552 510 622 694 678
$15,000 to $19,999-------------- 479 715 542 806 739 878
$20,000 to $24,999 -508 736 575 831 783 905
$25,000 and over 530 776 598 876 818 954
National average -426 539 485 609 660 66a

National expenditures as percentages
of incomes:

Less than $5,000---------------- () () () () (
$5,000 to $7,499 -6.1 6.4 6.6 6.8 5.6 4. 6
$7,500 to $9,999 ---- ---------- 4.7 5.5 5.0 5.9 4. 3 4. 0
$10,000 to $14,999 -3.6 4.4 3.8 4.7 3.2 3. 1
$15,ODO to $19,999 - 2.7 4.1 2.9 4.3 2.5 2.9
$20,000 to $24,999 -2. 3 3.3 2.4 3. 5 2. 1 2. 4
$25,000 and over -() (-) () () (---

I Not available.

Notes: All expenditures and incomes are expressed in constant 1973 dollars. Incomes are disposable incomes. Gasoline
exnenditures apply only to car-owning households. Incomes were proiected to 1976 and 1985 before expenditures were
calculated as percentages of incomes. This simulated increasing incomes (in 1973 dollars) over time.

Source: FEA household energy expenditure model.



FIGURE 1

AVERAGE ANNUAL HOME FUEL EXPENDITURES
FOR IFEADS OF HOUSEHOLDS, 1973 AND 1985
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FIGURE 2

AVERAGE ANNUAL GASOLINE EXPENDITURES
FOR HEADS OF HOUSEHOLDS, 1973 AND 1985
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PERCENT OF INCOME SPENT ON HOME FUELS
FOR HEADS OF HOUSEHOLD, 1973 AND 1985.
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FIGURE 4

PERCENT OF INCOME SPENT ON GASOLINE
FOR HEADS OF HOUSEHOLD, 1973 AND 1985
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APPENDIX A

ENERGY AND THE ELDELY (BACKGROUND DATA) 1

As a proportion of our total population, the older population has more than
doubled in this century. In 1976, the over-60 population reached some 15 percent
of the total population, and although the period of fastest increase is probably
over, both level and proportion of the elderly population will continue to grow
through 1985. At this time, by Census middle series projections, the estimated
total population will reach 234 million, of which 37.1 million, or 16 percent, will be
persons over 60 years of age. Then, as now, there will be a larger proportion of
older females than males. Of those over 60 in 1985, 58 percent will be females-
a slight percentage increase over 1976.

Not only the proportion of older people in the total population has increased.
The older population itself is aging. For example, the number of people 65 to 69 as
a porportion of all those over 65 will fall from 36.2 percent in 1975 to 34.1 percent
in 1990, while the proportion of those 75 to 79 increases from 17.9 percent in 1975
to 18.7 percent in 1990. This change, however gradual, has implications for the
long-run needs of the elderly, particularly regarding health and living
arrangements.

The elderly are most numerous in the most heavily populated states-such as
New York and California. At. the same time, during the decade of the 1960's,
there was a notable movement of elderly persons from the Northeast and North
Central regions of the United States to States of the South Atlantic, West South
Central, and Pacific regions, Florida, Texas, and California all gained in elderly
population. This was in spite of the fact that those over 65 move relatively little
and data show the elderly to have low migration rates relative to younger groups.
If they do migrate, it is apparent that warmer retirement areas or smaller towns
are likely to be chosen. This pattern may very well continue. It somewhat reduces
average vulnerability to higher energy prices for home heating.

A clear-cut trend is for the elderly to maintain their own households. The past
decade has brought a decrease in the proportion of the elderly living with rela-
tives, and in 1975 some 27 percent of those aged 65 and over were living alone
in houses or apartments, with less than 5 percent in institutions.

The incomes of the elderly are relatively low when compared to all families.
In 1975, the median income of families with heads 65 or older was $8,057, less
than three fifths the' median income of $13,719 for all families. Approximately 9
percent of all families with a head 65 or over had incomes below poverty level,
and these poor families represented over 13 percent of all poor families. In gen-
eral, however, the proportion of all elderly people in our population who are
below poverty levels has been falling. In 1959, some 35 percent of the population
65 or over were poor. This figure fell sharply to about 16 percent by 1974.

APPENDIx B

WOULD THE ELDERLY BENEFIT FROM LIFELINE ELECTRICITY RATES?

Consumers generally pay a fixed dollar amount for the first few kilowatt
hours of electricity consumed. Additional amounts of electricity are purchased at
a price per kilowatt hour that usually declines, in steps or blocks, as quantity
increases. This method of pricing electricity is called declining-block pricing.

Recently, the equity of declining block pricing, and its impact on the consump-
tion of electricity have become important issues. In particular, critics have
argued that declining-block rate structures:

(1) Place a heavy burden on low income and elderly families.
(2) Tend to encourage the waste of energy.
One proposed alternative to declining-block pricing is lifeline rate structures.

Lifeline rate structures have small per-unit prices for the first few kilowatt
hours of electricity used. This per-unit charge increases, in blocks or steps, as
quantity increases. Households using small quantities of electricity, generally
under 750 kilowatt hours per month, would, therefore, be better off with this type
of rate structure than with the current declining-block rate structure.

One very important question is the actual composition of the group of "small
users of electricity." The Socioeconomic Impact Division of PEA initiated a 1975

1 Source : Bureau of the Census: (1) CPR Series P-25, No. 601, 10/25, table 8, p. 77.
(2) CPR Series P-23, No. 59, 5/76.

955-349--77 5
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survey of households' energy consumption. This survey was, in part, a repeat of
one undertaken for the Ford Energy Project by the Washington Center for Metro-
politan Studies in 1973. These data can be used to determine how many of the
elderly would be beneficiaries of lifeline rate structures.

Tabulations of households' monthly electricity consumption by age of the head
of the household are presented in table B-i. Under most proposed lifeline rate
structures, households consuming less than 750 kilowatt hours of electricity per
month would have lower prices; hence, this group would be better off with this
type of rate structure than with a declining-block rate structure. Table B-2 shows
that approximately 80 percent of all elderly households consume less than 750
kilowatt hours per month.

TABLE B8-.-HOUSEHOLDS' MONTHLY CONSUMPTION OF ELECTRICITY BY AGE, 1975

[Monthly electricity consumption (in kilowatt-hours)l

Thousands of households with-

Less than
Age of head 750 750 or more

Less than 24 -2, 290 663
24 to 34 -6,----------------------------------- 712 3,970
35 to 44 --------------------- -- 3, 892 4, 279
45 to 54…- --------------------------------- 5192 4, 472
S51to 64 -6, 089 2, 353
65 and older -7, 261 1,562

Total ------------------------------- 31,436 17,299

Source: FEA household energy consumption survey.

TABLE B-2.-HOUSEHOLDS' CONSUMPTION OF ELECTRICITY: PERCENT OF EACH AGE GROUP CONSUMING LESS
THAN OR GREATER THAN 750 KWH PER MONTH

[Monthly electricity consumption (in kilowatt-hours)]

Percent of each age group
consuming-

Less than
Age of head 750 750 or more

Less than 24 - - 77.5 22.5
24 to 34 ------------------------------------- 62.8 37.2
35 to 44- - 47.6 53.4
45Sto 54 ------------------------------------- 53. 7 46.2
55 to 64 72.1 27.9
64 and older --------------------- 82.3 17.7

Source: FEA household energy consumption survey.
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"THE ENERGY CRUNCH AND THE ELDERLY," INFOR-
MIATION SESSION AT HERSHEY, PA., MAY 27, 1977

Present: Senator Heinz.
Also present: William E. Oriol, staff director; Philip S. Corwin, professional

staff member; and David A. Rust, minority professional staff member, all of the
U.S. Senate Special Committee on Aging.

OPENING STATEMENT OF SENATOB JOHN HEINZ, PRESIDING

Senator HEINZ. Good morning. It is a very special pleasure for me to be with
you this morning and to chair this discussion of the effect of rising energy costs
and their impact on Pennsylvania's elderly.

Over the last several years this committee, the U.S. Senate Committee on
Aging, has held a series of hearings designed to focus attention on the financial
difficulties faced by older Americans due to rising energy costs.

The most recent hearings were held in early April, and the committee found
that fuel expenses for the elderly had increased by more than 44 percent between
1973 and 1976. The low-income elderly in the Northeast spent fully 30 percent
of their total disposable income on fuel in 1976, and the elderly generally, and
I am sure you know this better than I, have higher fuel bills than other age
groups. That is mainly because of the condition of their housing and their spe-
cialized health needs.

Energy costs undoubtedly rose during the recent severe winter we had, par-
ticularly here in Pennsylvania during the winters of 1976-77.

A retired worker getting an average monthly social security benefit of $218, or a
couple receiving $372, finds it much more difficult, if not impossible, to pay a
monthly utility bill of $50, $75, or even $100, or more.

Now, although social security benefits rose 30 percent between 1973 and 1976,
in that same period the cost of electricity rose 42 percent, natural gas rose 58 per-
cent, and fuel oil rose 83 percent. I think it is clear that action is needed, and
needed now.

Although I do not currently serve on the Senate Special Committee on Aging,
even though many of you do know that I served on the House Select Committee
on Aging, and we had a hearing here in this very location approximately a year
ago, the concern that I have for the problems of senior citizens is one that, Just
because I changed from the House to the Senate, is not going to go away, even at
this point if I am not able to serve on the special committee.

In the past few months some of the activities I have been engaged in on behalf
of senior citizens include making sure that the supplemental appropriations bill
included relief for low-income senior citizens who are strugglng to meet the
extraordinarily high cost of this last winter's fuel bills. That bill was signed Into
law on May 4 and includes two components that should be tremendously helpful.

First, it includes $82 million for weatherization programs and $200 million
for assisting senior citizens in paying fuel bills. Pennsylvania's share of that $200
million is $14 million, and it will come from the Federal Community Services Ad-
ministration to the State. It is my hope that shortly we will be able to find out a
bit more about how the State plans to use that $14 million to assist senior citi-
zens who have extremely severe problems with their fuel bills.

Although last winter is behind us, even if the bills aren't, the Federal, State,
and local governments still have to do two things. I think we have to devise the
relief plan I mentioned a moment ago to help some of the people who are really
behind on their bills and on their debts and, secondly, I think we have to take
action now during this warm weather to meet the challenge of next winter. If we
don't do something now, we are going to be exactly where we are today with re-
spect to last winter, which is nowhere, and that is unacceptable.

(473)
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So, one of the things I want to make a commitment to you on today is that if
there is no satisfactory action taken in June or July by the Senate or by the
House to try and make sure that we are prepared for energy shortages and in-
creases in energy costs for next winter, I will demand that the Senate and the
House postpone as long as necessary their August recess so that we work on the
problems of people and don't forget and go off and take a junket, or whatever
else people do during the August recess.

What I would like to see specifically is consideration to measures designed to
assist low-income and older Americans on a permanent basis meet higher fuel
costs. And I hope we can talk about some of that today, because unless we do
get a very specific plan, nothing is going to change and we will not have an ef-
fective and coherent program this coming winter.

In the long run, effective assistance for you and your neighbors must be part of
a comprehensive energy package. We have asked each of today's panelists to com-
ment on the proposals that President Carter has made, and I invite all of you to
do the same thing during certain periods we are going to set aside for individual
people to come up to the microphone and ask questions or make comments. We will
have two schedules of "town meetings."

The schedule works something like this. We will have a panel of four witnesses,
who will present testimony and answer questions from myself and any members
of the Special Committee on Aging staff. Then after that, which might take up
to an hour, we will have a period where you can come forward for 10 or 15 min-
utes. Then we will have our next panel of witnesses, which will be three or four
people for 45 minutes, or an hour. Then we will have a half hour or more of your
participation.

Unfortunately, I am going to have to leave to catch an airplane to go to see
to a coal mining problem in western Pennsylvania and I will have to leave here
'around 11:15, but the staff will be here and I think would welcome the oppor-
tunity to continue until 11:30 or 11:45 with the "town meeting" format, getting
your individual comments. Let me apologize to you in advance because I am
going to have to leave a little bit before the 12 noon break that is scheduled,
and I do apologize to you for that.

Proposals in the energy package which can help older Americans include
weatherization of homes, using a combination of tax credits, services provided
by local utilities, and direct Federal help for low-income persons, and reform of
the utility rate structure to encourage conservation and assure more equitable
treatment.

We hope that the final energy plan, as developed by Congress, will include in-
centives for more public transportation, both urban land rural, with increased
attention to the needs of the isolated elderly and the handicapped. I was very
pleased to see Secretary Adams take the initative on that last week. We also
hope that there will be incentives which will lead to the development of addi-
tional domestic sources of energy in order to supplement the resources that we
now have. In addition, I think we are going to have to rely more heavily on
coal and nuclear energy, as well as developing new sources of energy such as
solar and geothermal.

Some of the President's proposals may require higher taxes. Higher taxes
have been proposed not only in the gasoline pump but higher taxes have been
proposed for oil in the form of a wellhead tax of up to $8 or $9 a barrel, on
domestically produced oil, and an equivalent amount has been proposed by the
President in terms of higher taxes on natural gas. This will be necessary, ac-
cording to the President, to insure an adequate supply of energy. I would like
to, of course, have comments on that from you.

One of the things that I found all too true is that when Congress gets into
the enactment of so-called crash legislation in its enthusiasm or haste to get
something accomplished, the needs of particular groups or the special cir-
cumstances of particular groups often get ignored.

An example, I think you know all too well, is the enactment of title XX back
in 1974 at the end of the session, when in the very last day of the caucus, title
XX of the Social Security Act was rushed through. No one took a look at
it and it provided for a means test that was subsequently inflicted-and I say
that advisedly because I totally disagree with the idea of that means test-
on virtually every senior citizen in spite of a lot of effort we have had since
to mitigate the effect of that.
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That just is one of many examples of what happens when Congress, trying
to do the right thing, goes ahead too quickly.

One of the things that the Senate Special Committee on Aging is very dedicated
to accomplishing and the purpose of this meeting today is to be sure that when
we have an energy program going through the Congress we don't ignore the spe-
cial circumstances of any group, but particularly our senior citizens. That is the
purpose of this meeting today and that is why I am very pleased to be here and
very pleased to see such a fine turnout.

We will begin with the testimony from four scheduled witnesses and then pro-
ceed to our town meeting format.

The witnesses this morning are the Honorable Frank Beal, secretary of welfare
for the State of Pennsylvania; Mr. William Harral, director of the Governor's
Energy Council; Mr. James L. Shultz, director of operations, Pennsylvania
Consumer Advocate's Office; and Terry Ferrar, director, Center for Environmen-
tal Policy, Pennsylvania State University.

Gentlemen, before you start, I would appreciate it, inasmuch as we have a
lengthy witness list, if you would do the very best you can to summarize your
statement. We have a little less time than indicated on the program and we want
to allow, as I mentioned to the audience, enough time for participation.

I do appreciate your being here, and thank you in advance for your help.

STATEMENT OF FRANK BEAL, SECRETARY, PENNSYLVANIA DEPARTMENT OF PUBLIC
WELFARE

Secretary BEAL. Thank you very much, Senator Heinz.
We welcome you and we welcome the staff of the Senate Special Committee

on Aging to this fourth Pennsylvania Conference on the Aging. We are very
pleased to see representatives from the Senate Special Committee here. As you
know, there was a move in the Senate early this session to abolish the Senate
Special Committee on Aging-a move that, because of pressure of many of the
senior citizens and senior citizens' groups of this country, failed. We are pleased
that that committee, which is an effective voice for the needs of the elderly in the
United States, continues to be an effective committee of the Senate.

Although the winter of 1977 is technically over, for thousands of Pennsyl-
vanians who are still struggling to meet their unpaid fuel bills, the crisis remains.

With the weather we are enjoying, it is very easy for most of us to look back
at the winter months as a time of inconvenience, but for hundreds of thousands of
our fellow citizens it wasn't only an inconvenience, it was a question of survival.
The record-breaking cold weather, the fuel shortage, the skyrocketing prices of
fuel are not just a matter of history to the families who are still facing the
threat of utility cutoffs.

We have all read in the newspapers accounts of older persons who have ac-
tually died of exposure in their homes because of unpaid fuel bills and cutoffs of
service. While steps have been taken to assure that that won't happen again, the
underlying cause of the problem hasn't been resolved.

According to our public utility commission, about 800,000 gas and electric
consumers in Pennsylvania are still behind in their bills. Some of them are so
far behind they may never catch up. While we don't know exactly how many
older persons are in that group, there is little doubt that it is the low-income
family that has been severely affected and a large portion of older people living
on small pensions and fixed incomes fall into that category. Nearly 300,000 older
persons in Pennsylvania live below the poverty level. About 75,000 older persons
live in inadequate housing, which is difficult and expensive to heat.

Despite these figures, it would be arbitrary, I think, to isolate the elderly who
are affected by the energy crisis from other low-income families. The hardships
that are caused by skyrocketing fuel bills are borne by all families living in
poverty. The infant who depends on public assistance is as much at risk as the
older person.

In our State today about 237,000 families, more than 1 million Pennsylvanians,
live below the poverty level. Many of these people are the working poor, families
headed by a man or woman who works full or part time but can't earn enough to
support his or her family.

More than 800,000 persons depend on public assistance; 455,000 of them are
children. For all of these families, the low-income elderly, the working poor, the
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family on assistance, the question often becomes one of choice between paying
the utility bill or buying food.

I think Pennsylvania can be proud of its record in working to meet the needs
of its elderly population. I think we now have in place one of the best area
agency systems in the Nation. Our budget for elderly programs has increased
from $600,000 in 1971 to more than $60 million today, a 1,000 percent increase.

Our services are making it possible for the elderly more and more to live in
their homes and continue in the mainstream of community life.

Our weatherization program is moving and is helping some, but all too few,
low-income families winterize their homes.

Now we have a new threat, the skyrocketing cost of fuel which cannot be paid
for from what is all too often inadequate income. It is the elderly and low-income
families who are the real victims of 7 years of unchecked inflation and 3 years of
recurring recession. The cost of food, shelter, fuel, and health have climbed
precipitously.

Although there have been some increases in social security and cash assistance,
the incomes of the elderly and the poor have been outdistanced by soaring prices.
This recession and this inflation has had a serious impact on the ability of the
State to meet its obligation toward the poor and we turn more and more toward
the Federal Government to help us out.

Today in Pennsylvania we have a budget crisis. We are required to balance
the budget in Pennsylvania. The decreased revenues, with inflationary costs for
hospital and other care, for the large number of people that the recession has
placed in our public assistance program, prevent the Commonwealth from deal-
ing with the energy crisis alone, this crisis that is faced by the poor and elderly
in this State.

In Pennsylvania nearly three-fourths of our elderly persons own their
homes. Most of them are free from mortgages. In the early 1970's, when steadily
rising property taxes threatened to cause many people to lose their homes-
and that is a continued problem today-Pennsylvania enacted the Property Tax
Assistance Act to provide tax rebates to eligible renters and homeowners. This
assistance has made it possible for many thousands of older persons to continue
to live in their own homes and to remain independent members of their com-
munity.

The skyrocketing cost of fuel today Is presenting a similar problem to many
older people. If the fuel crisis reaches a level which makes it impossible for the
senior citizen living on a fixed income to continue to purchase fuel, his or her
ability to maintain a home or even an apartment can be threatened.

The emergency grant program which has been enacted by Congress, under
which Senator Heinz said this State will receive $14 million, will provide some
immediate help to some needy families, but it isn't a long-range solution to the
energy crisis for the poor.

Pennsylvania will use a two-pronged approach in allocating this $14 million
to needy families. First, a grant of up to $250 will be made directly to fuel sup-
pliers or utilities for the payment of delinquent bills for eligible families who
face the immediate threat of cutoff. Second, to provide some relief to those fam-
ilies who have used their scarce resources to pay their bills, a rebate will be paid
directly to the family.

The $14 million allocation to our State may at first glance seem large, but it
would provide the $250 grant to only 56,000 families, and we estimate as many as
675,000 families may be eligible for some kind of aid.

While we applaud the Congress for the passage of this grant program, I believe
that as a State and as a Nation we have to seek farther ranging solutions to
this energy problem. I urge the committee and the Senate and the Congress to
consider the following:

First, a Federal program to insure that low-income and elderly persons are
protected from the most severe effects of the energy crisis. States simply do not
have the resources to accomplish this nor do the States have the power to deal
with problems of regulation in fuel supply and distribution when crossing State
lines is involved.

One option, of course, is a fuel stamp program similar to the food stamp pro-
gram, but hopefully free of some of its bureaucratic jumble.

Second, utility rates should be revised so that those people who use the least
amount of energy pay less than those who consume large amounts of energy.
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Current rate practices, which provide lower rates for high consumption penalize
the poor and the elderly and encourage the waste of energy on the part of
high users. Should we air-condition executive offices at low rates and charge our
elderly people high rates just so that they can survive in the winter?

Third, I think consideration should be given to the enactment of standby
legislation so that in the time of declared national emergency, such as we had
last winter, community resources can be quickly mobilized to assist needy people.
For example, funds allocated by law or regulation to one program of low pri-
ority could at local discretion be moved to the higher priority need of basic
survival of people in distress. If our Federal laws and regulations could be more
flexible, States and other providers could channel surplus funds or funds from
low-priority programs to meet such desperate needs as fuel during times of
crisis.

Fourth, we ask that the Federal Government consider strengthening the
weatherization program so we can insulate the homes of more low-income people.
Senator Heinz said the inadequate housing of the poor is often the most difficult
to keep warm.

Fifth, we encourage the development of programs to insure that people who
want to work can find jobs. There is now progress in this area and we hope that
it will be quick and that thousands of Americans who are now unemployed will
be working in useful jobs at decent wages when the next winter comes. We
hope this will happen with the least bureaucracy buildup as possible.

Sixth, we encourage the development of Federal welfare programs which will
establish and provide an adequate income to needy people. This program should
be uniformly administered throughout the country and should help eliminate
the unnecessary wasteful administrative procedures.

Next, we call for the establishment of a Federal SSI payment that would at
least bring our elderly, blind, and disabled citizens up to the poverty level.
The present level of Federal SSI payments provides an incomes of nearly $1,000
per year below the official U.S. poverty level. SSI was intended to put a floor
under the income of our poorest citizens. It appears that it was the basement
floor. How can the richest Nation in the world justify an income program for
its elderly citizens which doesn't even bring them close to its own established
policy level?

The energy crisis and its effect on the elderly and poor people of this country
cannot be separated from the welfare crisis, from the health of our economy,
from the income problems of our poor and elderly citizens.

In this country's struggle to develop an energy program, we must insure that
it addresses the needs of the poor and the elderly, not just the problems of oil
and gas companies and electricity and gas producers and distributors.

While we are all called upon and have been called upon by the President, and
others, to make sacrifices, it too often happens that it is those who have the
least who are called upon to sacrifice the most. Our effort must be to develop
a fair, long-range solution to prevent serious injury to our most vulnerable
citizens.

Thank you. [Applause.]
Senator HzEnz. Mr. Secretary, Thank you. Will you be able to stay until the

end of this meeting?
Secretary BEAr. Most certainly, Senator.
Senator HEINz. Thank you very much.
Let me ask our next witness, William Harral, director of the Governor's

energy Council, if he will proceed. I would like to ask you, if you can, to (lo
your very best to summarize your statement. We guarantee that the entire
transcript of the whole testimony will appear in the record.

STATEMENT OF WILLIAM HARRAL, DInECTOR, GOVERNOR'S ENERGY COUNCIL

Mr. HARRAi. Thank you, Senator.
Senator Heinz, members of the staff of the Special Committee on the Aging,

ladies and gentlemen, thank you for the opportunity to appear before you. I
congratulate you and this organization on your efforts to bring an important
aspect of the energy picture to focus.

The Governor's Energy Council, of which I am executive director, is the agency
in Pennsylvania State government directed to coordinate energy programs and
to develop energy policies for the Commonwealth of Pennsylvania. Later I will
touch briefly on some of these programs and policies.
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You will hear later in the program from Dr. Ferrar of Penn State. He will
provide data and conclusions which will emphasize something most of us know,
or at least feel. That is that the elderly and those on fixed income generally use
less energy than others and use it largely for necessity. They spend a largest pro-
portion of their income on energy they use, pay a higher per unit price because of
declining block rates, and generally cannot afford many of the out-of-pocket costs
of materials and devices to conserve it. What is more, this situation is aggra-
vated in the Northesastern section of the United States.

These days the first question asked of individuals in positions such as mine
is: What will the Carter plan do to the people or industry or to a certain group
of citizens? What will the impact be?

As far as program specifics are concerned, I think It would be a disservice to
all for me to come out with definitive statements on the basis of the information
now available. In general terms and on the surface, I do not see a great deal,
or at least not as much as we had hoped, to assist directly the group represented
here. It could accentuate some of the problems for the aged. If it is any consola-
tion at all-of course, it is not-they are far from being alone, and it is a rec-
ognized point in the Carter plan that this country is in energy trouble, which I
certainly believe. The era of cheap energy in this Nation is at an end, which I
certainly believe. We are all going to have to review our spending priorities, which
I believe.

The trouble with that, of course, is that these platitudes are the persons on
fixed incomes and have little, If any, options in the adjustment of their spending
priorities.

The taxation system proposed in the Carter program will create a significant
if not unbearable burden on this country if it were not for the rebate system as
advocated in the President's plan. This would put back into the economy much
of the money taken out by the various taxes. It appears to me that the rebate
system should be protected and a greater emphasis of its use be placed on most
seriously affected customers. The elderly certainly would be included as a major
element in that audience.

I think, however, that before the energy program is accepted, we need much
greater detail in analysis of the mechanisms, the implementation, the economic
effects of the taxing and rebating system, not only on the Nation as a whole but
on States, regions, and categories of consumers. This work is going on, but we
must act quickly.

The President has prodded us into this process. We must prod ourselves through
it with the greatest haste consistent with prudence.

I think also significant in the President's plan is the impact on inflation,
which is of particular concern to the aged. A recent study from the White House
itself predicted that without the gasoline tax, the plan would boost inflation
by three-tenths to four-tenths of a percentage point annually in 1978 and 1979,
and by one-tenth to three-tenths a percentage point by 1980 and 1981. Of course,
that is an element to be decided by Congress, taking effect in 1979 at the earliest
and. if at all. There would be an additional two-tenths of a percent to three-
tenths of a percent rise in the inflation rate.

These are, of course, percentages attributable to the energy plan alone and
they are somewhat higher than the estimates contained in the original April 29
summary of the President's plan.

I would hope that you are not interpreting these remarks as a blanket condem-
nation of the Carter program. We support it in general and most of its elements
specifically, and we congratulate the administration on its initiative. We are
raising them merely to reemphasize our main point, and that is that the energy
tax rebate system demands a great deal of attention.

Briefly, I would like to touch on some State policies and programs as they
do or may relate to the aged.

I think Governor Shapp's position opposing natural gas deregulation is widely
known. He and I, acting in his behalf, have appeared virtually alone in many
national meetings with Governors and other State energy officers, empasizing
the reasons for this position. Of course, one of the main reasons is our concern
over the effect of deregulation of natural gas on the consumers.

Three years ago, Governor Shapp presented to Congress a detailed plan for
energy stamps similar to the food stamp program. The lack of progress in that
area, I think, has been quite notable.
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Senator Heinz and Secretary Beal addressed briefly the fuel aid program. I
believe in Pennsylvania we have a system for the effective distribution of this
and I know the plan is now being evolved.

Also the weatherization program has been mentioned. Under the administration
of our Department of Community Affairs, 31 separate funding sources have been
assembled, to winterize the homes of low-income people. Pennsylvania's pro-
gram in this regard is a national leader.

I would like to quote from a letter Governor Shapp sent to President Carter
several weeks ago on this subject:

"We have demonstrated with our winterization program in Pennsylvania
during the past 2 years that for an average cost of $275 per home, we can
achieve great savings in heating bills while also saving enormous quantities of
various types of fuel. The payback features are enormous.

"So far 13,000 homes in Pennsylvania have been insulated under this program.
In many cases fireproofed reconstituted wastepaper has been used for insulating
purposes. This represents additional savings in materials.

"Expansion of this program in Pennsylvania and nationally should be limited
solely by the speed with which manpower can be trained in the time it takes to
increase productive capacity to manufacture the insulating materials and storm
windows and to install same."

What he is saying is it should not be limited at all by the public funds
available.

"The fuel savings on insulated buildings and the rate of return on investment
dollars saved is so great that no limitations on the size and scope of the program
should be considered."

That is the end of the letter from Governor Shapp.
During the question period, I think if there are any questions on this, you

might want to refer them, Senator, to Jim Jurnak, who is the leading adminis-
trator of the program, who is sitting in the first row there.

In other areas of conservation, the energy council has been embarking on a
number of extremely ambitious and far-reaching programs, primarily federally
funded, I might add.

I shall attach to my written testimony details on these, many of which are
directed to the residential consumer.

The main point I want to mention here is that payback periods are all impor-
tant and are generally under estimated by the general public. In other words,
investment in home energy conservation improvements with a system of consumer
protection, which I think is necessary, can save more fuel than is generally
realized. Of course, this saves on fuel bills.

Our programs include information dissemination systems to pass this impor-
tant word on. We feel that coupled with a financing mechanism, home energy
conservation improvements cannot only help our national energy picture but can
effectively impact on rising costs.

Yesterday I presented to the PUC our suggestions for this financing mechanism
in Pennsylvania. We suggested an alternative to the often mentioned Rosenberg
plan suggested at the Federal administrative level. Our alternative method of
reducing finance cost would be for the State to establish an independent nonprofit
financing agency which could obtain the necessary finances at a lower cost on
the tax-exempt public market. This organization would then directly offer loans
to homeowners to make conservation improvements. Homeowners could make
repayments to the agency through electric utilities billing mechanisms because
it reaches almost every resident. We suggest very strongly that the Pennsylvania
Utility Commission should take the lead in investigating what steps must be
taken to establish an agency of this nature. I shall attach, if I may, a copy of my
testimony to the PUC to my written testimony.

Senator HEINZ. Without objection, of course.
Mr. HARRAL. I would like to make one additional point, and that is the im-

portance of increasing energy supply and reliability. I think this is often over-
looked by consumer groups. Other than the obvious, this can also impact on
prices. The Commonwealth, through the council, has many important programs in
this field in all the energy resource areas.

Our coal policy and program is our leader including gasification, methane
development. large scale anthracite mining, and environmentally acceptable
coal production. W'e lifted the ban on drilling for gas in Lake Erie, based on the
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Canadian experience of about 1000 wells over a 50-year time span without an
environmentally damaging incident. We support off-shore development with
reasonable environmental safeguards. We are supporting and have helped pre-
pare a State energy facility siting law. We have a residential solar hot water
heating program which we are about to kick off with Federal housing and urban
development moneys to individual property owners. We are into charcoal and
small hydroelectric and coal conversions.

These are just some examples, but increased and more varied energy produc-
tion must be addressed as being a key element in the energy marketplace.

I, too, must offer an apology. There is only one appointment that would take
precedence over remaining with a group such as this, and this is a meeting of my
bosses at 10 o'clock in Harrisburg. The energy council, of which I am executive
director, is holding its monthly meeting and I must excuse myself to attend
that. However, Dr. Ferrar, who is on the platform at my far right, is a continuing
consultant from Penn State to the Governor's Energy Council and he knows
more about many of these programs than I do myself.

With the Chair's permission, I would like to ask that Dr. Ferrar be allowed
to answer questions in my stead.

Senator HEINZ. Very well. Do you feel that you will be held accountable for
anything he says? [Laughter.]

Mr. HARRAL. I will take the Fifth.
Senator HEINZ. I understand you do have a pressing engagement in Harris-

burg. It is going to be quite a drive to get there at 55 miles per hour. Good luck
to you.

Thank you very much.
Mr. HAREAL. We now have a secret air transit system that goes 150 miles per

hour. Nobody knows about It yet. [Laughter.]
Thank you for the opportunity of letting me appear.
Senator HEINZ. Is your deputy going to be able to stay?
Mr. HARRAL. Yes. Dr. Ferrar, who is not my deputy-he is a continuing consult-

ant, but he will be here, yes.
Senator HEINZ. I meant Mr. Jurnak.
Mr. HABRAL. Mr. Jurnak will also be staying, yes.
Senator HEINZ. Thank you.
Our next witness is Mr. James G. Shultz. Mr. Shultz is director of operations,

Pennsylvania Offlce of Consumer Advocate.

STATEMENT OF JAMES G. ScHULTZ, DIRECTOR OF OPERATIONS, PENNsyLvANrA CON-
SIumER ADVOCATE'S OFFICE; ACCOMPANIED BY TED FREEDMAN, JACK LEHMAN, AND
GARY KLEIMAN

Mr. SIHULTZ. Thank you, Senator Heinz; thank you, staff; and thank you,
Committee on Aging.

My name is Jim Shultz. I am representing the Pennsylvania Office of Consumer
Advocate, which is an agency created by the Pennsylvania General Assembly in
July of last year, but which came into operational existence in December 1976.
Therefore, we are still in sort of our infancy stages. Some of you, therefore,
don't know very much about our office.

Our legislative mandate is to represent low, moderate, and fixed-income resi-
dential consumers before the'Pennsylvania Public Utility Commission and Fed-
eral regulatory agencies on utility and energy issues.

Therefore, rather than citing facts and statistics and leave that up to other
people, I would like to present today very quickly our suggestions on some pos-
sible Federal actions, many of which relate to proposals in the Carter administra-
tion energy package.

At the same time, if I could, if this is permitted by the Senator and the staff,
I would like to give up a portion of my time to some gentlemen who work as vol-
*unteers in the Office of Consumer Advocate.

Early in the formative stages of our agency, Mark Widoff and I decided that
we needed to have some type of mechanism within the office to handle consumer
complaints that we received throughout the Commonwealth. We in turn were able
to get the Harrisburg Council on Aging to help us in this regard. We now have a
system whereby approximately 18 to 20 volunteers, mostly senior citizens. come
into our office on a regular basis all throughout the week and handle telephone
calls and letters all over the Commonwealth from people who have individual
problems with utility and energy problems.
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At the conclusion of my very brief statement, I would like to introduce some
gentlemen who would give you a little bit of an understanding.

Senator HEINZ. I looked over their statements and, without objection, they
will be made a part of the record. For reasons of time, they won't be able to make
a statement. I am hoping though that we can introduce them and when we get to
the town meeting portion that they will be also available to answer any ques-
tions from the audience, as you and the others.

Mr. SHiuLTZ. I understand the time constraints.
I believe that the Carter administration energy proposal has, I believe, if

nothing else brought the attention of the country to the severity of the energy
crisis in this country.

There are various aspects of the Carter proposal that will have long-range im-
plications such as development of nonconventional sources of energy, develop-
ment of our coal resources, and so forth. I believe all of us, including myself, and I
know for a fact you, are concerned about what immediate changes, what im-
mediate actions are going to be taken and what immediate changes are going to
occur in your life as a result of the Carter energy plan and Congress' reaction
to it.

I would like to highlight very quickly three areas which I believe are of im-
mediate importance that need immediate attention by the U.S. Congress so far as
they relate to the Carter energy proposal.

The first has already been mentioned, and that is the question of rate structure
reform.

I believe an area of immediate assistance to low-income and elderly persons
would be to restructure the present charges that utility companies charge you
on your bills.

Typically utility rate structures provide la lower rate per kilowatt hour for
increasingly higher consumption levels. This promotional rate structure re-
wards intensive customers of electricity -and places a burden on customers of
small quantities, often low-income persons and the elderly. For example, here
in Pennsylvania electric rates are structured to charge 4¢ per kilowatt hour
for the first 100 kilowatt hours, but only 1.5¢ per kilowatt hour for amounts over
400 kilowatts.

While a number of alternative rate structures are possible, the Carter plan
would require State public utility commissions to phase out or eliminate pro-
motional rates and shift rates to peak-hour consumption.

Rate structure reform is a national issue. It cannot be dealt with solely by
the State of Pennsylvania, as is being done right now by the Public Utility Com-
mission. The reason for that is that so long as other portions of the country,
particularly the sunbelt, who are not right now in terms of individual States
reforming their rate structure, industry and commercial enterprises will look to
the south in their promotional rates and move south, we can't afford that in
Pennsylvania. Thus, with Pennsylvania reforms, industry and commerce possi-
bly will be moving to the south. All States, therefore, must be required, as the
Carter Plan proposes, to eliminate promotional electric rates.

I don't want to say very much about weatherization, but that is a second very
important element. Jim Jurnak, who is the chief administrator for the Depart-
ment of Community Affairs weatherization program, is here and will be making
a presentation. I do not want to get into it at length.

I will say that the Governor's statement, the Governor's letter which Bill
Harral read, in terms of the need for increased funding for weatherization is
absolutely necessary. There is no other reason for holding down this program
other than the need for increased funding. I think it has proven its worth and is
a very successful program here in Pennsylvania.

The third area I want to address very briefly is the question of emergency
financial assistance.

If this Nation experiences future supply disruptions or cold winters as we
just went through, or another oil embargo, sharp increases in the cost of energy
will result, and their increases are particularly harmful to low-income and fixed-
income people. The Carter administration is supposing to develop an emergency
assistance program.

The Community Services Administration's $200 million program, very frankly,
was simply too little, too late. We hope that Congress and the administration
will have an emergency financial assistance program established prior to the
next heating season.
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My final comment in terms of specific actions that either the State government
or the Federal Government can take is that I do not believe that in this society
today with all the computer technology that we have, and so forth, and multi-
million-dollar utility companies that operate in this State and other States in
this country, that there is any excuse for cutoffs of elderly people.

Very frankly, utility companies, with the multi-million-dollar structures that
they have, do not need to have the money from those people, those elderly people
who are not able to pay their bills. It is not crucial to those companies to turn off
the electric or the heat to those customers who are unable to pay their bills. It
simply is not a financial situation that has to occur. It is not a necessity for the
utility companies to turn off the electric and heat for people over 65 years of
age. They do not need that money. Therefore, I would suggest that either at the
State level or at the Federal level that action be taken to not permit utility
companies to turn off electric or heat to customers over a certain age. [Applause.]

My final comment is that I think that, unfortunately, in today's society,
elderly people have been forced into a position which I believe is a very un-
fortunate situation for this country to witness. That is, that you, as elderly
people, must now be forced into deciding between necessities. We have a situa-
tion where energy costs are rising and you must now be faced with the choice of
heat or eat, or heat or clothes, or heat or medicine. I don't believe in today's
society in this country that we should be placing you in that position.

I, therefore, hope that some of the suggestions that I have made today and
that other witnesses have made so far, and will make in the next few hours, will
be enacted by the Congress so that you will not have to be forced in the later
stages of your life, be forced into making decisions between necessities.

Thank you very much. [Applause.]
Senator HEINZ. Will you introduce the gentlemen who are with you?
Mr. SIULTZ. Sitting in the front row, first I would like to introduce Mr. Ted

Freedman. Ted was instrumental in assisting in the establishment of this volun-
teer effort. He made the initial contacts with the Harrisburg Council on Aging.

I would also like to introduce Mr. Jack Lehman, who has been instrumental in,
very frankly, coming into our office above and beyond the call of duty and assist-
ing some people in the last couple months.

Finally, I would like to introduce Gary Kleiman, who is a high school student,
who also comes in above and beyond the call of duty to help us on a volunteer
basis and assists with the information center.

Senator HEINZ. I am pleased you brought them along and introduced them
because I think it Is important to the people here that they know who their con-
sumer advocates are. I thank you for bringing them with you to the hearing.

[The following material was submitted by Mr. Shultz for inclusion in the
record:]

PREPARED STATEMENT OF JAMES G. SHuILTZ

I am here today representing theK Pennsylvania Office of Consumer Advocate,
an agency created by the Pennsylvania General Assembly in July 1976, but which
came into operational existence in December 1976.

Our legislative mandate is to represent low, moderate, and fixed-income resi-
dential consumers before the Pennsylvania Public Utility Commission and Fed-
eral regulatory agencies on utility and energy issues.

Accordingly, my comments today will not be a presentation of facts and statis-
tics on the energy crunch and the elderly-information which you have already
heard. Rather, this Office of Consumer Advocate wishes to make the following
presentation:

First, I'd like to present recommendations for Federal action. I think the facts
and statistics demonstrate that the elderly are being hurt economically, socially
and psychologically by the energy crisis. The issue today is what the Federal and
State Governments are going to do about this condition. I will present both short
and long-term suggestions, with some of them having a relationship to the pro-
posed Carter administration's energy program.

Second, with me today are Mr. Ted Freedman and Mr. Jack Lehman, who are
volunteers manning the citizen's complaint center in the Office of Consumer Ad-
vocate. These gentlemen, as well as about a dozen other volunteers, most senior
citizens, answer telephone calls and correspondence on utility problems from
consumers throughout the Commonwealth. At the conclusion of my statement,
I'd like them to tell you, in their own words, about some of the individual and
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family crises they have encountered as a result of attempting to resolve utility
problems while working in the Consumer Complaint Center.

Finally, I'd also like to introduce Mr. Gary Kleiman, a senior at Susquehanna
Area High School, who has been working in the afternoons as a volunteer in
the Office of Consumer Advocate. Gary will present the office's concluding state-
ment on the issue of the energy crisis and its impact on the elderly.

Overall, the impact of the Carter energy plan on various segments of our.
society and economy is still being analyzed by the experts. The Pennsylvania
Office of Consumer Advocate has been consistently supporting the need for a na-
tional energy plan. While Congress may debate, approve, discard, or modify
parts of this plan, the Carter administration is to be commended for presenting
a comprehensive energy package and for raising the importance of the energy
situation to war-time proportions.

There are various aspects of the Carter plan that will have long-range bene-
fits for consumers (i.e., nonconventional sources of energy, development of our
coal resources, etc.). Most people are more interested in what immediate changes
they can expect if the Carter energy plan is adopted. I would like to highlight
several of the elements of the Carter energy package which may offer some im-
mediate assistance to residential consumers.

RATE STRUCTURE REFORM

One area in which the Pennsylvania Office of Consumer Advocate is particu-
larly encouraged is this Carter proposal on utility rate reform. An area of im-
mediate assistance to low-income and elderly persons and an area that would
encourage energy conservation would be a restructuring of utility rates.

The typical utility rate structure provides a lower rate per kilowatt hour for
increasingly higher consumption levels. This promotional rate structure rewards
intensive consumers of electricity and places a burden on consumers of small
quantities, often low-income persons and the elderly. For example, here in Penn-
sylvania electric rates are structured to charge 4 cents per kilowatt hour for
the first 100 kilowatt hours, but only 1.5 cents per kilowatt hour for amounts
over 400 kilowatts.

While a number of alternative rate structures are possible, the Carter plan
would require State public utility commissions to phase out or eliminate promo-
tional rates and shift rates to peak-hour consumption.

Rate structure reform is a national issue, for while the State of Pennsylvania
may be restructuring its utility rates, States in the sunbelt are not following
suit. Thus, while Pennsylvania reforms, industry and commerce move to those
States offering cheap energy. All States, therefore, must be required, as the
Carter plan proposes, to eliminate promotional electric rates.

WEATHERIZATION

Pennsylvania has one of the most successful weatherization programs in the
country. The Carter administration proposes significant increases in Federal
funds for this program, which we strongly support and encourage possible con-
gressional increases to the Carter administration request.

The weatherization program, which I'm sure will be addressed in greater detail
by the representative from the Pennsylvania Department of Community Affairs,
which administers the State program, uses various Federal and State funding
sources to insulate and make homes of poor and elderly people more energy
efficient.

The costs for this program are totally borne by the Federal and Commonwealth
governments. The homeowners are not required to expend any of their funds.

Reports have indicated that significant reductions in energy consumption occur
in homes weatherized under the Office of Consumer Advocate program, which, of
course, result in lower monthly bills. However, the present program has limited
funding, thus limiting the numbers of homes improved. Also, the present pro-
gram is governed by strict income guidelines, which need to be modified to allow
more people to take advantage of the program.

Even if the weatherization program's income limits are modified, a large seg-
ment of our population, including the elderly, should have access to low-interest
loans to make their homes more energy efficient. Thus, the Pennsylvania Office
of Consumer Advocate is on record strongly endorsing the Reuss and Brooke bills,
which would provide their low-interest loans for energy conservation changes to
homes.
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EMERGENCY FINANCIAL ASSISTANCE

If the Nation experiences future supply disruptions or cold winters as we just
went through, or another oil embargo, sharp increases in the cost of energy will
result, and their increases are particularly harmful to low-income and fixed-in-
come people. The Carter administration is proposing to develop an emergency
assistance program.

The Community Services Administration $200 million program was simply
too little, too late. We hope that Congress and the administration will have an
emergency financial assistance program established prior to the next heating
season.

These, then, are some of the elements of a national energy policy which the
Pennsylvania Office of Consumer Advocate supports. We think that would offer
some immediate relief to elderly people seriously affected by the energy crisis.

At this point, I'd like to turn our office's presentation over to Mr. Freedman
and Mr. Lehman, and then, to Mr. KIleiman.

[The prepared statement of Mr. Freedman follows:]

PREPARED STATEMENT OF TED FREEDMAN

The Consumer Advocate Office under the direction of Mark Widoff has had
in operation for the past 2 months a citizens' complaint center. They have re-
ceived in that time over 200 complaints concerning various utilities. A survey of
these complaints indicates about 20 percent have been from senior citizens or
persons that are disabled or on fixed-incomes. A few examples that come to mind
are a couple on social security in Anaville who, through some technical error,
had been paying commercial instead of domestic rates on electric for over 20 years
and through the auspices of our office we got them a $532 refund.

There is another case where a woman was on income of $330 per month and
couldn't possibly pay her utility bills and we got extended payments for her that
she could live with. On another case of fixed income the person didn't know that
there was such a thing as extended payments, we were able to get them ex-
tended payments. Some of the other problems that seem to come up are the fact
that the utility bills are not itemized as they are supposed to be and we have been
able to get explanations for a number of people. There was a gentleman on a
fixed income who is in our same building who had a P.P. & L. steam bill that he
couldn't possibly have met and through our offices we were able to get him an
extension and at reduced payments, he came in and thanked us personally.

We didn't win them all; in some cases the utilities refused to go along on
extended payments, insisting on payment in full. We referred these people to other
agencies that might be of help to them financially. We steered some of them to
SSI; some of them to the legal aid; some of them to the crisis center. Our princi-
pal purpose was to help in some way. One problem that cropped up often was the
fact that the social security checks arrived 1 or 2 days late and then the utility
payment has to be 1 or 2 days later and they have to pay a penalty. This seems to
be a pretty widespread sort of thing and it could be eliminated with some kind
of special attention to senior citizen requirements.

If I recall correctly, the number of people over 65 in the State of Pennsylvania
is around 16 percent and this number is growing. Its gotten to the point now
where the energy costs are almost as much as the rent or mortgage payments;
in fact we are told that some banks are now looking at the utility costs as part
of the reason for accepting or rejecting mortgages. We frankly feel that we
are coming to an end of an era in the perspective on utility bills. The small user,
which is the aging and the ones on fixed-income, is paying a disproportionately
high rate for the amount of energy that they use as against the big industrial
users.

I am going to read an excerpt from a letter from Tellman Chiropractic Clinic
in Reading, Pa.

"I see so many people here in the office who are living on social security and
fixed incomes. They just can't afford these high fuel and electric bills. This
too is falling on deaf ears. What does it take to make you people stand up
and pay -attention to what we are saying? This greed and profit gouging must
stop."

This letter is signed by Dr. Richard M. Tellam.
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[The prepared statement of Jack Lehman follows :)

PREPARED STATEMENT OF JACK LEHMAN

In anticipation of the opportunity to address this committee, I decided to
review several of the cases I have investigated to seek a common denominator
that cites the plight of those on fixed incomes. All complaints are interlaced
with the fact that no one seems concerned and all avenues of recourse are closed.

In reading some brief excerpts from letters we have received, it -becomes ap-
parent that there is a tragic need for constructive and corrective measures.

I would like to cite some examples of utility problems elderly citizens have
*presented to our complaint center.

I would also like to relate the following incidents, which did not involve
elderly or fixed-income people, but are problems plaguing many of our senior
citizens:

"Dear Mr. Lehman: On February 2 the main water line in front of our home
froze up. Waited patiently until the middle of March to ask anyone for help. We
naturally thought the Marion Heights Water Co. would take care of the problem.

"After many false promises to repair the water line, we chose to seek help
from other agencies.

"We spoke with representatives from our borough council, the health depart-
ment, the PUC, Environmental Resources, but much to our distress no help was
in sight.

"Then after watching a news broadcast on the Channel 16 news, we decided
to contact Madeline Fitzgerald.

"She in return got us in contact with you.
"After 90 days without water I was about to give up on ever getting help-

then you came along. How can I ever thank you enough for your kindness and
speedy help through this distressing time?

"If it wasn't for your concern we probably would still be without water.
"As of May 4, the water main was replaced and we now have water once

again.
"I hope we get to meet each other that I might thank you in person.
"Thanks again, Diane Pupchock."

WATER RESTORED TO 2 HEIGHTS FAMILIES

(By George V. Hornberger, News item staff writer)

MARIoN HEIGorrs.-Water service has finally been restored to two Marion
Heights families who had been without it ever since the "deep freeze" in January
and February. But it took the intervention of the Office of Consumer Advocate,
Pennsylvania Department of Justice, to turn the trick.

The families who had been without normal water supply for more than 90 days
are those of Mr. and Mrs. George Pupchock, 505 Clermont Street, and Mr. and
Mrs. Anthony Moleski, Jr., 558 Clermont Street. Separated by a stretch of vacant
lots, the two homes stand at opposite ends of the 500 block of Clermont Street.

"We were living out of jugs all that time," was the way Mrs. Pupehock put It
today as she described conditions under which she, her husband, and their 2-year-
old daughter had existed for more than 3 months. "We were just fortunate that
our parents live in the area so that we had places to take baths, wash our cloth-
ing, and get water." The Moleski family, which also includes a daughter, about 4,
managed the same way, plus hooking up a hose connection with a nearby trailer
court at times.

Mrs. Pupchock said she and her family were without water service from Febru-
ary 2 until May 4 and the Moleski family even longer, from January 26 until the
latter part of last week, May 12 or 13.

Ted Freedman, of the public relations division of the Office of Consumer Ad-
vocate, said the Marion Heights situation was investigated by and basically re-
solved through the efforts of Jack Lehman. He said the investigation was re-
quested by the offices of both Senator Franklin L. Kury and Representative Ed-
ward W. Helfrick.

Mrs. Pupchock said she and Mrs. Moleski tried every possible source of help
after their water line froze up, contacting not only the area legislators but also
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the water company itself, the Public Utility Commission, the Department of En-
vironmental Resources, the State Health Department.

Freedman said the investigation undertaken by Lehman prompted a personal
visit to Marion Heights by Francis Bifano, president of Lomma Enterprises,
owner of the Marion Heights Water Co.

Mrs. Pupchock said the water company president visited her home on April 23
to discover for himself that no water was coming into the home, as she had pre-
viously reported to him by telephone. "On May 2 they started to dig," she said,
"and, checking the water main section by section as they went along, they had to
dig up practically the entire block."

As the result of some welding done on the line, Mrs. Pupchock said there was a
trickle of water into her home from about the middle of March, but only during
the evening hours. She said it was enough to make the flushing of toilets possible.

"We never had water pressure like we have now," Mrs. Pupchock reveled. "It's
wonderful !" She went on to explain, however, that there was still another
factor involved. The Pupchocks reside in a new ranch style home they built
only about a year ago. After the main had been restored early this month, a
water company representative discovered that the stop valve on the line leading
into the home had never been turned on fully.

Although delighted over the fact that she and her family now have water
service, Mrs. Pupchock considers it somewhate ironical that both of the affected
families have received from the Marion Heights Water Co. bills for January,
February, and March. She said she called the company to object to the billing
for the period during which there was no water service and was informed
that she would be given a 33 percent discount.

Has she paid the bill?
"No, we haven't paid it yet, even though we've also received a pastdue notice

and also a pink slip which is supposed to mean that they'll turn our water off if
we don't pay.

"Wouldn't it be funny if they turned our water off after all this?" she asked,
and, as an afterthought, answered her own question. "No, I guess it wouldn't be
so funny."

[The prepared statement of Mr. Kleiman follows :]

PREPARED STATE MENT oF GARY KLEIMAN

It may seem a bit out of place or unusual for a 17-year-old high school senior
to address himself on behalf of his office to the topic "The Energy Crunch and
the Elderly," but I have a definite message to convey in this, the concluding
statement of the Pennsylvania Office of Consumer Advocate.

I have been associated with the Pennsylvania Office of Consumer Advocate for
approximately 4 months, in primarily the capacity of a research and legislative
assistant. I have had much contact with the elderly during that 4-month period:
I handled many complaints and requests involving the elderly before the incep-
tion of our citizen complaint center, I have been doing research on the effect
of the energy crisis on the elderly, today's topic, and I presently have everyday
experiences with the elderly men and women who compose the backbone of our
consumer complaint center.

We must recognize that the elderly are not a special interest group exerting
undue pressure. It is inevitable that everyone in America will eventually become
elderly, and this is why it is totally baffling to the Pennsylvania Office of Con-
sumer Advocate why strong measures alleviating the effect of the energy crunch
on the elderly are not being taken by the Federal Government, the base from
which all such actions must flow. The energy crunch and its effect on the elderly
is only a smaller illustration of how, on a much larger scale, the elderly are
being greatly dislocated, both socially and economically. The Office of Consumer
Advocate sees positively no reason why the elderly-most prone to illness, sig-
nificantly immobile, and with a high percentage under the poverty line merely
eking out an existence-must have to do without absolute necessities such as
heat and electricity. And this Is a main characteristic of the elderly: they desire
only necessities, they don't ask for luxuries. The elderly years should be years
of security and peacefulness to look forward to, not a period of uncertainty and
suffering to fear. Again, the Pennsylvania Office of Consumer Advocate implores
the Congress to immediately enact strong and vital legislation substantially
easing the burden of the devastating energy crunch on the elderly. Thank you.

[The hearing continued as follows:]
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Senator HEINz. Our fourth and final witness on this panel is Mr. Terry Ferrar,
director, Center for Environmental Policy, Pennsylvania State University.

Let me say that as soon as he finishes his testimony, there are some questions
I would like to ask the people here and then it will be your turn to ask them any
questions. So, you may want to start thinking up questions to direct to our
witnesses. We will have a little audience participation, in other words.

STATEMENT OF TERRY FERRAR, DIRECTeR, CENTER FOR ENVIRONMENTAL PoLICY,
PENNSYLVANIA STATE UNIVERSITY

Mr. FERRAR. Thank you, Senator. In the interest of time, I have drastically
cut my prepared talk and I am only going to make one or two small points here
today, so it won't take long.

Senator HEINZ. Without objection, your full statement will be made a part of
the record.

Mr. FERRAR. Thank you, Senator.
It is an honor to appear before this very prestigious group today and I would

like to just present a couple of my remarks.
For nearly a half century this country has experienced the longest, most con-

tinuous periods of inflation in its history. One of the primary results of rising
prices has been the arbitrary redistribution of income within our society. While
the Federal Government has attempted to offset this Income redistribution with a
variety of programs, these programs have only been. at best, partially effective.

Certain groups of our population, especially the elderly on fixed-incomes, have
carried an unfair share of this burden.

In my testimony I have quite a bit in the way of statistical evidence to back
this up. However, I will not bore you with it in this oral presentation.

For the last 5 years, with the accentuation of our energy problems and the
associated rapid increase in energy crisis, this group has been subjected to even
greater economic hardships.

The quandary of low-income people becomes even more critical when we real-
ize that this group no longer faces trade-offs between necessities and luxury or
deferrable Items, but rather between necessities and necessities. In other words
this group must confront such choices as to eat or heat.

Again, much of the documentation will not be presented here but it is contained
in the written testimony.

Comparing the rate of price increases between 1973 and 1974 of just fuel and
utility bills from the Consumer Price Index we see that five cities experiencing
the most impact in the United States, the top five, are in the Northeast, ranging
from 31.6 percent increase in Boston to 22.7 percent in Philadelphia. Again,
tabular information is contained.

It should also be recognized that these increases far out-distance the average
Consumer Price Index increase of 10.2. We are talking 31 and 22 compared to
10. We are talking of doubling. These energy impacts are, indeed, a very sig-
nificant part of the consumption bundle.

From 1973 to 1976, the percentage increase in average annual expenditures by
the elderly on home fuel for the northeast was 47 percent. A further study of
these statistics reveals that the elderly in the northeast spent a higher percent-
age of their disposable income in home fuels than any other region in the counI-
try. Again, this is a northeastern problem and a Pennsylvania problem.

For instance, those elderly with income less than $5,000 spent 27.3 percent
of their disposable income on home fuel, almost 12 percent more than their
counterparts in the West.

Unfortunately, I must also report that the situation over the past year has
deteriorated even further than these statistics have indicated. The future looks
even more foreboding.

Very simply, it appears that while the energy crisis will continue an upward
trend of the last half decade, the real income of our elderly citizens will decline
at even a more startling rate.

President Carter's national energy program, while I am very happy to have it,
does little to assist this group of citizens and will probably accentuate the prob-
lem for 'the elderly. In terms of accelerating conservation measures through the
use of tax credits for home improvements, this incentive will simply not be effec-
tive for the low-income elderly because of financial constraints.

Although the weatherization program, which was mentioned here on several
occasions, is an excellent vehicle for assisting low-income groups, we must rec-

95-349-77-6
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ognize that it does have a long time lag, a time to get implemented, before signifi-
cant changes can be realized for the citizens.

The President's program also purports policies to raise the price of energy to
encourage conservation. In general, I support this, but it must be recognized that
this will result in increases in prices not only for direct energy expenditures, but
also for other goods and services that rely on energy as a primary input into
their production. Moreover, the program does not directly propose measures for
offsetting these disparities.

In summary for this particular section of my talk, the impact of the energy
crisis for the elderly has been severe and the situation will continue to rapidly
deteriorate. Unless the Federal Government initiates policies to mitigate the
severe impacts imposed on the elderly by increasing energy prices, this group
will confront even greater economic hardships.

Now, I have a couple comments here beforeI conclude.
Fundamentally, there are two alternatives the Federal Government can pursue:
No. 1, encourage individual State public utility commissions to indirectly

counteract rising prices through altered rate structures. This is the lifeline con-
cept that was mentioned earlier.

The second fundamental method is to implement a system of direct subsidies
to the elderly.

Let me add a comment here. Pursuant to alternative No. 1, that is, the lifeline
concept, social concern regarding the impact of increasingly higher utility rates
upon low-income consumers has prompted a concept of a necessary level of
consumption in order to sustain an adequate quality of life.

In, response to this argument, several State and Federal bills have been pro-'
p6sed which would initiate this lifeline structure. By definition, this structure
would discount the consumption of electricity reasoned to be necessary to the
health and welfare of the citizens.

Although the actual lifeline rate varies' among proposals, the objective is to:
establish a level sufficient to cover the minimum necessary energy requirement.
That is the target.

In addition, however, these proposals provide that the utility revenues- lost
by this necessary lowering of the rates will be recovered by increasing rates:
for residential consumption in levels beyond the lifeline rate and increasing
commercial and industrial rates.

Now, that is the stinger, and I would like to just dwell on that for a second.
There are a number of studies which I cite in here. I am only going to cite one,

in the interest of time.
A study by the National Economic Research Associates demonstrates that be-

tween 25 and 50 percent of those households in Pennsylvania-these are statistics
relevant to this State-25 to 50 percent of those households in Pennsylvania with
an income below $4,000 will derive no benefits from a lifeline level that has been
proposed, a 500 kilowatt threshold lifeline rate. The 25 percent to 50 percent of:
the people we are trying to get to with this program are simply not going to bene-
fit from it.

In addition, since lifeline rates would result in utility revenue losses to other
customers, that is, because the other rates are going to be higher, it is entirely
possible that many of the low-income, high-use consumers would face even higher
electric bills. This is a double-edged sword. We are not getting to the people we
want to get to, to begin with. Secondly, there are many'low-income, high-use
energy consumers that are going to have to.sustain higher cost electric power
with this kind of a proposal.

In essence, it appears to me that the restructuring of electrical rates in terms of
lifeline considerations will not be the most effective method of targeting benefits.
to the people we are attempting to assist, that is, the low-income and the elderly.

My recommendation-and I have one last paragraph here. My recommenda-
tion to the committee is that immediate legislative action on income support pro,
grams to the elderly to mitigate this devastating situation is needed, and needed
now. Income assistance programs have the advantages of being quick, direct and
effective. Several implementation procedures are available to Congress should
they want to follow this proposal. Many have been mentioned here today, which
are such things as fuel stamps or direct grants.

Again, I have cut this talk considerably. Thank you for the opportunity to.
appear before you.
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[The prepared statement of Dr. Ferrar follows:]

PREPARED STATEMENT OF TERRY FERRAR

It is an honor to appear today before the Senate Special Committee on Aging
under the chairmanship of Senator Heinz.

For nearly a half century this country has experienced the longest, most con-
tinuous period of inflation in its history. One of the primary' results of rising
prices has been the arbitrary redistribution of income. While the Federal Gov-
ernment has attempted to offset this income redistribution with a variety of pro-
grams, these programs have only been partially effective. Certain groups of our
population; especially elderly fixed-income groups have carried an unfair share
of this burden. Over the past 5 years, with the accentuation of our energy prob-
lems and the associated rapid increase in energy prices, this group has been
subjected to even greater economic hardships.

The quandry of elderly, fixed-income people becomes even more critical when
we realize that this group no longer faces trade-offs between "necessity and
luxury" items, but rather between "necessities and necessities." In other wvords,
this group must confront such choices as whether to "eat or heat." The con-
clusion reached in a study by the Washington Center for Metropolitan Studies
highlights this dilemma for both the poor and elderly, and I quote:

'. . . the poor (including the elderly) uses much less energy than others and
use it largely for necessities. They spend a larger proportion of their income on
the energy they use, pay a higher per unit price, and cannot afford the out-of-
pocket costs of equipment for conserving it."

Since many studies and previous testimony presented before this committee
have examined the plight of the group, I will not attempt to repeat the details
of this serious situation. However, I would like to take this opportunity to il-
lustrate how the problems of the elderly in general are. accentuated in PennsyP
vania and the Northeastern United States. In essence, I hope to demonstrate
that, while most other portions of the Nation are beginning to recognize thleeco-
nomic dislocation caused by rising energy prices and determine how such prob-
lems should be resolved, the problem for the Northeast and Pennsylvania already
exists in full force and the time of policy decisions and actions is now.

In order to evaluate the impact of rising energy prices oln the elderly, three
factors must be considered. First, what has been the change in energy prices.
Second, how has the level of income for the elderly changed. Third, how do the
elderly react to changing energy prices with respect to resulting quantity changes.

Income levels for the elderly are primarily related to the level of social secu-
rity payments. While in current dollars these payments have increased. signifi-
cantly, after accounting for the general inflation rate, these increases have not
kept- pace with inflation and, most importantly, they have fallen far behind en-
ergy price increases. Moreover, when compared to the general population, the
elderly are less able to be responsive to price changes primarily because of health
and financial (i.e., initial capital required to implement conservation measures)
considerations as well as because the amount of energy consumed is used almostexclusively for necessity rather than for discretionary activities.

Therefore, given that -income levels of the elderly have declined in real terms
and their consumption habits are not responsive to price changes, the impact
of rising energy prices has been at the direct expense of other essential or neces-
sity items. While statistics on this past winter's experience are not yet complete,
we can review previous years to provide an appraisal of the seriousness of this
situation.
. Comparing the rate of price increases between 1973 and 1974 for just fuel and

utility bills from the Consumer Price Index (CPI), we see that the five cities
experiencing the most severe impact in the U.S. are all in the Northeast;
ranging from a 31.6 percent increase in Boston to a 22.7 percent increase
in Philadelphia. It should also be recognized that these increases far outdistance
the average CPI increase of 10.2 percent.

From 1973 to 1976, the percentage increase in average annual expenditures (of
disposable income) by the elderly on home fuel for the Northeast was more
than 47 percent. A further study of these statistics reveals that the elderly in theNortheast spent a higher percentage of their disposable income on home fuels
than any other region in the country. For example, those elderly with incomes
less than $5,000 spent 27.3 percent of their disposable income in 1976 on home
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fuels (for those with incomes under $2,000 the percentage was 50.7) or almost
12 percent more than their counterparts in the West.

Unfortunately, I must also report that the situation over the past year has
deteriorated even further than these statistics indicate, and the future looks even
more foreboding. Very simply, it appears that while energy prices will continue
the upward trend of the last half decade the real incomes of our elderly citizens
will decline at an even more startling rate.

President Carter's national energy program does little to assist this group and
will probably accentuate the problem for the elderly. In terms of accelerating
conservation measures through the use of tax credits for home improvements,
this incentive will not be effective for the low-income elderly because of financial
constraints. Although the weatherization program is an excellent vehicle for
assisting low-income groups, the fact is there is a long time lag before significant
changes can be realized. The program also purports policies to raise the price of
energy to encourage conservation. This will result in an increase in not only direct
energy expenditures, but also in most other goods and services. Moreover, the pro-
gram does not directly propose measures for offsetting such disparities.

In summary, the impact of the energy crisis for the elderly has been severe, and
the situation will continue to rapidly deteriorate. Unless the Federal Govern-
ment initiates policies to mitigate the severe impacts imposed on the elderly by
increasing energy prices, his group will confront greater economic hardships.

Fundamentally, there are two alternatives the Federal Government can
pursue: (1) encourage individual State public utility commissions to indirectly
counteract rising prices through altered rate structures, or (2) implement a
system of direct subsidies to the elderly. Pursuant to alternative No. 1, social
concern regarding the impact of increasingly higher utility rates upon low-income
consumers has prompted the suggestion that natural gas and electricity are
necessities of life and, as such, some minimum quantity should be made available
to consumers at a minimum charge. In response to this argument. several State
and Federal bills have been proposed that would establish a lifeline rate struc-
ture. By definition, this structure provides a discount to the consumption of elec-
tricity reasoned to be necessary to the health and welfare of the citizen. Although
the actual lifeline level varies among proposals, the objective is to establish a
level sufficient to cover some minimum necessary energy requirement. In addi-
tion, these proposals provide that the utility revenues lost as a result of lowering
rates for lifeline use may be recovered by increasing rates for residential con-
sumption beyond the lifeline level and/or increasing commercial and industrial
rates.

Numerous empirical studies have been conducted to determine what proportion
of low-income and elderly households will actually benefit from lifeline rates,
how much these persons will be helped, and how more affluent customers will be
affected by these proposals. Specifically, these investigations have attemped
to assess the relationships between electric consumption and household income.
Although these studies demonstrate some degree of correlation between income
and electricity use, none provide conclusive evidence that would support a life-
line proposal.

A major study completed in 1974 by Pacific Gas and Electric Co. employed
income and housing data gathered in the 1970 census to examine whether low-
income households consume less electricity than higher income households. The
results indicated that on the average low-income customers did consume less
energy, however, income was not a statistically significant influence on electric
use. These results are supported by a study conducted for the Philadelphia Elec-
tric Co., in March 1976 which demonstrated that only 37 percent of poverty house-
holds and 16 percent of nonpoverty households were low electric users (i.e., con-
sumed less than 3,000 kwh per year). Further, 6 percent of the poverty house-
holds and 22 percent of nonpoverty households were high electric consumers (i.e.,
consumed more than 8,500 kwh per year). It should be noted that these results
are rather conservative since those households having electric heat or electric
hot water heat were omitted from the sample. Moreover, a study by the National
Economic Research Associates claims that between 25 and 50 percent of those
households in Pennsylvania with income below $4,000 will derive no benefits
from a lifeline level of 500 kwh per month.

In addition, since lifeline rates would result in utility revenue losses to other
consumers, it is entirely possible that low-income, high-use customers would
face even higher utility bills than under current rate designs. In essence, it ap-
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pears that restructuring electrical rates in terms of lifeline considerations will
not be the most efficient method of targeting benefits to low-income and elderly
households. Therefore, it is my belief that attempting to provide welfare benefits
by modifying the price system in a way that distorts marginal cost pricing of
service is an inefficient and ineffective approach to accomplishing the specified
objectives. As welfare instruments, general economic theory suggests that direct
subsidies for the elderly population are superior to mutating price systems.

It is my recommendation to the committee that immediate legislative action
focus on income support programs to the elderly to mitigate the devastating ini-
pacts of rising energy prices. Income assistance programs have the advantages
of being quick, direct, and effective. Several implementation procedures are
available to Congress should this recommendation be accepted including the
use of fuel stamps or direct grants. I further urge that consideration be given
to establishing State or regional-specific programs that are responsive to the
diverse impacts of the energy crisis, since many of these impacts are inherently
geographic and climatic specific.

In conclusion, although the final program format should be responsive to the
market situation while adjusting for such variables as fuel type, housing charac-
teristics, household size and income, regional climatic differences are also of
paramount importance. Finally, I want to emphasize again that congressional
action is needed to offset the impacts of the energy crisis on the elderly and now
is the time for such initiatives.

Thank you.
Senator HEINZ. Mr. Ferrar, thank you very much.
Before I ask you a few questions on behalf of the committee, let me just

take note of a suggestion box that is here, courtesy of the Governor's conference
on Aging. You see something behind me that looks like something you drop
coins into at Christmas time. That is a suggestion box and the suggestions are
going to be shared with the Senate Special Committee on Aging. Therefore, if as
we proceed through the town meeting portion and you don't get a chance either
to make a suggestion or to ask a question, take the response sheet that is like
this [indicating)-we have received a couple of them already this morning-
and lay out your thought or suggestion or comment and put it in the box or get
it. to some member of the staff afterwards so that we have your thoughts, even.
if we don't have time to hear from every single person.

Just like the audience, I have a tremendous number of questions that I would
like to address to our distinguished panel of witnesses here today.

I would like to start with Mr. Beal, just to get a couple of facts very clear
on the record.

In your testimony, Mr. Secretary, you mentioned that there were some 675,000
families eligible for weatherization aid; is that correct?

Secretary BEAY.. Not for weatherization, Senator Heinz, but we believe about
675,000 families in Pennsylvania-and this is just an estimate, based on hear-
ings before our Public Utility Commission-would be eligible for participation in
the $14 million fuel payment program.

The funds, the $14 million we have, those are people who either are behind,
way behind in paying their bills at the present time, or persons who have paid
those bills but only at an extraordinary sacrifice in some other aspect of their
cost of living. There are somewhere between 600,000 and 800,000 families in that
situation.

Senator HEINZ. In Pennsylvania alone?
Secretary BEAL. Yes, sir.
Senator HEINZ. The characteristics that they have, are these necessarily all

elderly families?
Secretary BEAL. No sir, they are not. They are many of our low-income elderly.

As I mentioned, there are nearly a quarter of a million elderly in Pennsylvania
in poverty and I believe most of them, if not all, are in this difficulty.

There are 800,000 Pennsylvanians and 350,000 families who are on public
assistance.

There are another quarter of a million families In the State who are not on
public assistance but who are at or reasonably close to the poverty level, and
they all face this situation.

Senator HEINZ. There is an argument In Washington, D.C., as to whether the
weatherization program should be administered by the Community Services Ad-
ministration or the Federal Energy Administration, soon to be the Cabinet-level



492

Department of Energy. From your experience, would you care to comment on
that as to whether you think it is best administered through CSA or from one of
the Federal energy-related agencies?

Secretary BEAL. Well, I think from the Pennsylvania perspective, at least,
the program has been well administered in this State and I think enthusiastically
supported and helped at the Federal level by the present structure. There is al-
ways a danger when time is short and when need is great in changing a bureauc-
racy around.

I am not sure I speak for the Department of Community Affairs here but I
think any time you go through something like that, you lose 6 months while
everyone tries to figure who is running things, who is on top, and so forth and
so on. This is a time of crisis. This is a program of desperate urgency for hun-
dreds of thousands of people in this Commonwealth, and I would like to see as
few boxes shoveled around as possible, and let's get on with the job.

Senator HEINZ. How does the State of Pennsylvania plan to distribute the $14
million that they will receive in crisis intervention funds?

Secretary BEAL. We are, Senator, working on our final regulations now.
Our first problem has been to determine how many people are involved. Some

people, as the law permits, who are in eminent danger of losing their service,
can receive up to $250 to meet the urgent need, which will be paid on their behalf
to the utility companies directly.' Other persons who are less far behind in their
bills, but who have made sacrifices to keep current, are entitled to payments
as well.

We are developing our final regulations on that and I hope they will be pub-
lished very soon.

Senator HEINZ. Have you encountered any difficulties involving your regula-
tions because of delay on the part of the Federal Government in issuing their
regulations?

Secretary BEAL. Yes, sir. I am not even sure that the final Federal regulations
are out yet. We are trying to work within the framework of what we believe is
the intent of the law and the likely outcome of the regulations.

I think that this poses, Senator, one of the problems of trying to solve this
problem by a patchwork annualized basis. This plan, I think, was first proposed
by Senator Muskie, and others, in the Senate in January. It got through the
Senate and went to a House committee -where it was knocked out, I believe.
The $200 million was knocked out. It was restored on the floor of the House of
Representatives after overwhelming public concern about it and, finally, I don't
think was signed by the President until May to deal with the crisis which, in the
minds of the public, is not as pressing as it was.

Now, if it takes that long to get help for people in the midst of the worst
winter this country has had in its history, I just don't think that is the way
to do it.

Senator HEINZ. You are absolutely right.
What I.am trying to establish on the record is just how slow this is. Have

you received either the $14 million or the final regulations yet? I think the an-
swer to that is "No."

Secretary BEAL. The answer is "No."
Senator' HEINZ. When have you been told that you will receive either the

money or the finalregulations?
Secretary BEAL. Mr. Jurnak, I think, can give you more specifics on that.
Mr. JURNAK. Senator, the Department of Community Affairs will actually re-

ceive the funds in Pennsylvania. Then the Department of Welfare will admin-
ister the distribution of those funds. Our understanding at this time is that the
funds have not been allocated out to the Community Services Administration,
from the office manager of the budget. I believe the President signed the appro-
priation bill, the final appropriation bill, on May 4, or something around there,
and that the Community Services Administration has still not received authori-
zation.tQ spend those funds from the office manager of the budget.

As a result, the rules and th4 firftaliiatioi of those rules has not been completed.
Senator HEINZ. Do you have any reason to. believe that OMB is goifig to hold

up those funds indefinitely?
Mr. JURNAR. We have'not received any information in that regard at this

point.
Senator HEiNZ. That is'something'I think the Special Committee will be very

interested in checking into immediately on our return to.Washington. We don't,
want those funds held'up. It has gdne slowly enough as it is.'
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Mr. JURNAK. As far as we know, Senator, the funds will be released, pre-
sumably, when OMB goes through whatever their process is to allocate the
funds.

Senator HEINZ. As of right now, you have no date from the Federal Govern-
ment as to when that money might be available? It could be June, it could be
July, it could be August, or it could be never.

Mr. JURNAK. The only date we have at this point, from my understanding of
the Federal officials, is the money must be expended by the 31st of August.

Senator HEINZ. If they-give it to you on September 1, we are really in trouble.
Mr. JURNAIK. Exactly.
Senator HEINZ. Thank you very much.
I would like to turn for a moment to the weatherization program.
My understanding of the weatherization program is that the grants made

available are only made available for materials. That leaves out labor costs, is
that correct?

%fr. JURNAK. That is correct.
Senator, I am going to be addressing those issues in the next panel.
Senator HEINZ. You are?
Mr. JURNAX. Yes.
Senator HEINZ. Go6d.
There is an issue I do want to cover though because it is relevant here, and

that is:'Is the State of Pennsylvania making any effort to encourage the use of
CETA. the people employed under CETA to install weatherization in the homes
of low-income people, particularly our low-income elderly? Maybe you better
answer this question right now.

Mr. JURNAK. Yes, sir. The provision of labor in the weatherization program at
this time is almost exclusively through the various titles of the Comprehensive
Employment and Training Act. There will be, starting in June and July, a
tremendous increase in the number of workers available to the local operators
because of the increases, especially in title VI, the public service employment
part of the Comprehensive Employment and Training Act.

.In addition, we have had some funds available through the Economic Develop-
ment Administration, title X. We will be implementing within the next month
some funding through the Department of Welfare title XX program to pay for
labor in some cases.

Senator HEINZ. Thank you.
I ivould like to discuss with the panel the rebate mechanism on the energy

taxes that have been proposed by President Carter. A study done by the minority
staff of the Senate Budget Committee has indicated that the cost of the Carter
energy program in terms of additional taxes would be quite substantial and
might total some $70 billion per year in additional costs and taxes by 1985.

That would include the following kind of assessments:
On gasoline tax, a: 356 a gallon tax by 1985, which would be a total of $35

billion in additional taxes.
From the wellhead tax on crude oil, which would include a $6'per barrel tax

on the old oil and a $3 per barrel tax on th'e new oil, all taxes to be imposed by
1980. some $16'billion in additional taxes.

*From the -tax on natural gas to industrial users, assuming an S35 per thou-
sand cubic feet, some $2.9 billion. .

From the natural gas tax to utility users, some $11.5 billion.
Fromi the fuel oil tax oli industrial userg, some $2.7 billion-'
From the fuel-oil tax to utility users, assuming a 1985 tax rate of '$1:50 per

barrel, $1 billion.. .
That'totaled approximately some $70 billion per year by 19S5.
Now, 'we are talking, therefore, about a tremendous amount of additional

taxes. I.*wasi wondering what kind of. a rebate mechanism that the State of
Pennsylvania feels would be fair to all of our citizens and particularlylouirsenior
citizens? Have any of you given that some serious thought? .
Stair: FERRAB. Senator, I -would respond to that. I would not want to say that

I am an expert in that particular field, but I have beendinvolved with the Office
of.Technmlogy Assessment, looking at the Presidenttis program relative to'the
taxes. . ''

At-thb outset I .think it- is.important to appreciate that taxes on business
are, indeed, going to be reflected in prices. These are going to be viewed -as cost
of business. They are going to come: througbhth'e price mechanism .to the pocket-
book to the grocery store to the clothing store, and anywhere else where they
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are going to impact. They are not going to be extracted from some slush fund
that business has. This is going to affect us as citizens. So, there is a lot of
money there. There is going to be a price impact.

Studies that have been done by the Chase Manhattan econometrics organiza-
tion have indicated that that price impact is not, in any sense, going to double
the rate of inflation, or something that drastic but it will, indeed, have a per-
centage point or less impact on inflation over the longer run.

Indeed, we are going to pay those taxes through the marketplace.
In terms of a rebate system, I guess I can just wager a few comments on that.
It seems to me that as prices do rise, we are going to have the redistribution of

income that I mentioned in my presentation even more accentuated. The elderly,
the poor, and certain other groups in our society are, indeed, going to be impacted
disproportionately compared to other citizens, especially the middle age citizens
in the thirties and forties. They are not nearly going to have the impact of the
elderly.

So, in terms of rebate in the perspective of this particular conference, It would
seem to me that a rebate system directed toward those impacted groups would
certainly be desirable. As I cited in my presentation, Pennsylvania is, indeed,
a very high ranking State with respect to this problem.

Senator HEINZ. Mr. Ferrar, my understanding of the President's proposal is
that the only thing he is proposing to rebate is the gasoline tax, is that correct?

Mr. FERRAR. I do not disagree with that. I hesitate to confirm that though. I
believe that is correct.

Senator HEINZ. Secretary Beal.
Secretary BEAL. I do not know, Senator.
Mr. SHULTZ. That is my understanding.
Senator HEINZ. Mr. Shultz, you say that is your understanding?
Mr. SHULTZ. That is my understanding.
Senator HEINZ. That clearly means we have, as I think Mr. Ferrar pointed

out, a serious problem. If we end up with $70 billion in additional tax costs
but only $35 billion of that in the form of gasoline taxes, If that is enacted-
and let me tell you that this particular Senator is very negative on the gasoline
tax. I don't see how we are ever going to be fair to Americans. There is not
going to be enough money to make people whole again. My general feeling is
that no matter how hard you try, it Is always the people with the least advantage
in our society who get left out. They have the least clout down in Washington.

I am very concerned about the tax bill, and it doesn't include all the pass alongs
that are additional costs and profits that take place. If somebody raises the price
on the wellhead, every distributor down the road takes a markup, and $9 and
$6 at the wellhead is likely to end up $18 or $12 as it comes to you from your
friendly utility company on delivery of heating oil, or whoever it may be. So, I
think this is an area where tremendously careful thought is going to have to be
brought to bear if we implement a tremendous increase in taxes. I certainly wel-
come comments from anybody here when we get to the town meeting portion. But
it is not going to be rebatable because it won't be in the hands of the Federal
Government to rebate. A lot of it will be someplace else.

Mr. SHULTZ. Senator, I would just like to respond about one point.
I believe that one of the situations that the Office of Consumer Advocate has

been faced with is the calls of desperation from people on the fixed incomes and
low incomes. Those calls are saying to us that they have now had-they are now
receiving, particularly this past winter, combined utility bills for heat, electric,
telephone, and so forth in excess of their social security payments.

What I guess I am saying is that I don't believe our financial support mecha-
nism system-probably Secretary Beal could speak to this better. I think he men-
tioned that the SSI payments are a $1,000 below the poverty level. I don't believe
that our present financial mechanisms are keeping pace with increasing costs,
particularly those costs that are necessary costs, such as utility prices.

'Senator HEINZ. I think that is a very helpful comment, Mr. Shultz.
As a consumer advocate, I would appreciate your views on each of the elements

that I mentioned. Do you think that the gasoline tax Is a good Idea?
Mr. SHULTZ. Senator, I think that is a very difficult thing for me, being a non-

economic expert, to address myself to.
Senator HEINZ. I will give you a suggestion, and the suggestion is "No."

[Applause.]
Mr. SHULTZ. I take it that that Is your position?
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Senator HEINZ. That is my position. It does not represent necessarily the views
of the Senate Special Committee on Aging or any of the other sponsors. It may
or it may not. It is certainly my personal view.

Let me ask you about the wellhead tax on crude oil. Do you agree as a con-
sumer advocate with that tax?

Mr. SHULTZ. Yes, I do.
Senator HEINZ. Do you agree with the increase in the tax on natural gas to

industrial users?
Mr. SnuLTZ. Yes.
Senator HEINZ. Do you agree with the additional tax on natural gas to utility

users?
Mr. SnrLTz. To utility users? How are you defining utility users?
Senator HEINZ. Somebody who uses natural gas to generate electricity.
Mr. SHULTZ. To generate electricity?
Senator HEINZ. Yes.
Mr. SHULTZ. You are talking about the distributors?
Senator HEINZ. No, I am talking about electric utilities.
Mr. SnuLTz. That is a very, very difficult question. It is a very complex ques-

tion. No. 1, I would suggest it is not open right now for a "Yes" answer. It is a
very difficult question.

Senator HEINZ. Do you agree with the $3 per barrel tax on fuel oil to indus-
trial users?

Mr. SHULTZ. Yes.
Senator HEINZ. Do you agree with the $1.50 a barrel tax on fuel oil to utility

users?
Mr. SHULTZ. Again, that is a very difficult question. I think that is a very

complex question.
Senator HEINZ. I recognize that, but it is important to get your views.
Secretary Beal, do you have any comment on those additional taxes?
Secretary BEAL. I think the poorest use of natural gas in the world is for the

generation of electricity, Senator. I believe the poorest use of our limited supply
of natural gas In the world is to use it in generating a base load or other
electricity. I would think that if the tax means to discourage that, it would be
appropriate.

Senator HEINZ. Why shouldn't we just ban the use of natural gas for utility
use in generating electricity, rather than try and tax the consumer, who must
ultimately bear the cost of that tax through the utility?

Secretary BEAL. That might be wise if there is a power to do that. I don't know
if there is a legal power to do that.

Senator HEINZ. There is.
Secretary BEAL. If there is, then that might be a more effective way of ap-

proaching the problem than taxing it.
Senator HEINZ. Mr. Ferrar, do you have any additional comments?
Mr. FERRAR. Just a couple.
In term of your question about banning natural gas, I believe the argument

against that would be more of an air pollution related argument that might be
more pertinent to California than to Pennsylvania. But I believe there are
these other sections of the country that would probably argue against, and
certain sections of our society-those people more concerned about air pollution
may argue against the banning of the use of natural gas in certain isolated
circumstances.

In terms of taxes in general, it is not popular to be pro-energy industries, but
I think indeed to put a wedge of tax between the price wve pay as citizens and
they receive as revenues is a kind of dangerous thing to do. I believe they do
have to have a solid revenue flow in order to make the costly investments they
have to make.

I understand that there are monopoly interests here that we have to be very
careful on and I believe very deeply we have to keep anti-trust laws in force,
and we have to watch these industries very carefully. But to put a tax wedge
between what we pay and what they receive I think is a dangerous, long-run
policy that we should handle very carefully.

Senator HEINZ. I would like to turn now to the question of utility rates. Mr.
Ferrar's testimony was very comprehensive on that, and some helpful com-
ments were made by other witnesses.

Mr. Ferrar, I believe, to summarize your statement, you said you didn't feel
that lifeline rates were the most effective way to help poor people and senior
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*citizens, and you cited some reasons for that. President Carter, instead of life-
line rates, has proposed peak-hour rate adjustments. What are your feelings
about that?

Mr. FERRAR. I support that completely. I think that is a necessary way to go.
Peak-hour rate adjustments will permit the utilities to smooth out their load
curves which means that they can then rely on coal and nuclear facilities rather
than to resort to peaking facilities. Peaking facilities -are normally filled by
natural gas and fuel oils. So, this is an excellent policy.

Senator HEINZ. Now, you did say that an income support mechanism would
be the best way of protecting senior citizens and other low-income people against
energy price increases. You mentioned fuel tax as one alternative and direct
grants as another. I don't recall, but maybe I am in error, that you mentioned
adjustments to the already existing income support mechanisms of social se-
curity and SSI.

Now, I think we all recognize that the cost-of-living adjustments under social
security do not adequately reflect the cost increases that senior citizens incur.
They don't recognize and they haven't recognized even in the 5.9 percent that
is scheduled for the end of July for this year, the tremendous increases in
energy cost. They don't apply this. They don't recognize the increasing medical
costs that the inflation and health care has brought on senior citizens, as another
for instance.

What would be your views as to creating a special cost-of-living index for
senior citizens, not the one we now have which is an average cost-of-living
index-and not only creating one that really reflects the so-called market
basket of senior citizens, which is much higher in terms of the proportion of
energy costs, housing costs, health care costs than the average citizen but was
also revised much more frequently than one a year. How would you feel as to
that?

Let me ask you about that first, and then I would like to have Mr. Shultz
and Mr. Ferrar comment briefly.

Secretary BEAL. I think that that would be an appropriate approach to the
problem. Social security and SSI benefits are readjusted once 'a year, based on
a national average which, as you point out, does not reflect the special require-
ments of the elderly, blind, and disabled persons who are served by the social
security and SSI programs. I think that market basket of goods and services is
unique to that group or the mix of services and end goods would be a much
more fair system than the present one.
. As to more frequent adjustments, I would certainly concur in that. I. believe

our military pension program, at least used to have-I don't know if it'has
today-a 6-month adjustment around the cost of living, and so on. I think some-
thing like that would be fair.

I would also point out the nearly 1 million other Pennsylvanias who depend on
some form of public income maintenance, who also have special needs. In Penn-
sylvania today, the persons in our public assistance program are living on less
than 80 percent of our own minimum standard of health and decency, including
some 450,000 children. We need a national income maintenance policy for all poor
people in this country or all marginally poor people in this country, whether they
be elderly or not, in order to give them some dignity.

A constant patchwork of programs to meet some special need, we have 100
of them now. What we look for is a single program that will meet the minimum
needs of people in a responsible way, that at least has as its minimum the poverty
level. Believe it or not, there are 1 million Pennsylvanians who are not even at the
poverty level.

Mr. SHIULTZ. Senator, the Office of Consumer Advocate, Federal Energy Ad-
ministration, I believe, in the Ford administration, was recommending such a
concept as you are talking about. We support that concept.

We also support the concept of adjustments more than once a year.
In reference to the peak load pricing, we are testifying at the present time

before the Public Utility Commission in support of peak load pricing.
Senator HEINz. Thank you.
Mr. FERRAR. I have just a brief comment, Senator.
I do feel it is important to recognize the problems of the elderly and other

special groups in our society as problems of income assistance as opposed to
energy problems. I think it is important that we operate within our income
assistance designs on our country as opposed to confusing the issue by adjusting
rates and other kinds of energy related activities.
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I would support the concept of putting this into a more conventional structure.-
Senator HEINZ. One last question, Dr. Ferrar, that I would like to address to

you in particular, but either of the other witnesses might comment on it.
President Carter's energy proposal includes a call for private utility compa-

nies to offer low cost loans to homeowners in order to help them insulate their
homes and, thus, conserve energy. Do you endorse that approach and if you do
endorse that approach, what controls would you install to insure quality of in-
stallation and controls over possible fraud or overpricing?

Mr. FERRAR. This is a very important problem. I do endorse some approach to
assisting the citizens.

The problem with working through the utilities is that they are not a loan
company. They are not a conventional financial concern, and they have admin-
istrative problems in dealing with this. However, if this is the only way we
can reach out to these citizens, then let's have that. If there are other mech-
anisms, such as the ones that Mr. Barrel mentioned earlier, then I think they
deserve equal attention. In concept, I endorse it. In terms of the administrative
structure, I just don't understand it enough to say anything conclusive.

Senator HEINZ. I think that is something we will have to look at much more
carefully because it is somewhat of a conflict of interest for the public utilities
to try and show you how to use less energy. It may be possible and I don't want
to write the idea off completely, because I agree with you that this is a natural
way of reaching people-about the only way of reaching everybody-but it will
not be easy to fashion programs.

Let me at this point ask anybody who has a question for our witnesses to
please come forward and state your question.

Frank, you are going to be on later.
Mr. BRADLEY. This is very important and pertinent to what was said.
Senator HEINZ. Very well. Come up to the microphone.
I happen to have known this particular gentleman. Some of you might too.

His name is Frank Bradley. He is from the Senior Action Alliance in Philadel-
phia. Frank is a very bashful, shy individual and every time I have seen him he
has great difficulty expressing himself. [Laughter.]

Occasionally 2-year-olds don't understand what he is saying but the rest of
us have always found him to be very. effective.

Mr. Bradley, it is very good to have you here.
Mr. BRADLEY. I appreciate your apologies for my deficiencies, Mr. Heinz.

[Laughter.]
I have a question, not only a question but I think a statement and a request to

Mr. Beal. That is No. 1. It is for him to make a request to the Governor to get
SSI moved up from its position of 11th in the United States to the position of
No. 1. We were 21st up until about a year ago. Since then it has moved up. Let's
make the final leap and just lead the rest of the country. [Applause.]

Senator HEINZ. Mr. Bradley, shall we let Mr. Beal respond to that?
Secretary BEAT. Mr. Bradley, I very much personally support-and I am sure

the Governor does too-an increase in the public assistance grant and an increase
in Pennsylvania's SSI supplementation. As you know, we increased the Pennsyl-
vania supplementation about 50 percent, effective January 1, 1976. It has been a
long time. I think we have an obligation. You have an obligation to work with the
General Assembly to bring that to their attention, and I support it.

Mr. BRADLEY. If you would send that in a letter to the Action Alliance, we will
use it as propaganda to get the thing going.

Secretary BEAT. OK.
Mr. BRADLEY. My second request of Secretary Beal: The Action Alliance now

has before the Pennsylvania Legislature a bill to exempt the senior citizens from
increases in taxes as of July 1, 1976. We would like Mr. Beal to contact the Gov-
ernor and he himself to get behind that bill because it is a necessity.

Let me give you one illustration, and this applies to the 1,270,000 senior citi-
zens in the State of Pennsylvania. This one illustration was called into our
office and applies to 234,000 senior citizens in the city of Philadelphia. That
went as follows: "Mr. Bradley,.my name is Mrs. Dougherty. This is what hap-
pened. I paid $400 a year taxes. My assessment has just been increased by 50
percent, which makes my taxes now $600. Now my taxes have been increased by
the city over and above the assessment to 30 percent. That is $780 per year, $20
short of those taxes being doubled."
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By this time the woman was almost incoherent in her tears. She said, "Mr.
Bradley, I am not going to be able to pay those taxes. I am going to be sold out
by the sheriff."

My mind went back when I was 21 in 1929, when people were being sold out
because they didn't have $50 per year taxes, which would be what she would
have on her home at that time. We did things to stop sheriff sales and to stop
evictions.

I don't want to see that picture occur again in the United States, and that is one
of the reasons we have got this bill before the legislature in Harrisburg. I would
ask Mr. Beal to back it because in his position, he knows the conditions that exist
among senior citizens.

Secretary BEAL. Mr. Bradley, the Department of Public Welfare has asked
formally to comment on all legislation that is submitted that affects the elderly in
Pennsylvania. There have been, as you know, perhaps a dozen or more bills of this
kind submitted during this session. I think we have commented favorably on all
of them, certainly the principle that you recommend.

Mr. BRADLEY. You can understand, as well as I can understand, the importance
of a forum such as this to bring attention not only to yourself, but the fact that
we did bring it to you, and to the rest of the citizens of the State of Pennsylvania.

Thank you very much.
Senator HEriz. Mr. Bradley, thank you very much.
Mr. COOMBS. My name is William Coombs, and I am a convener of the Pennsyl-

vania Capital Network of the Gray Panthers.
What I am concerned about today is the concern I think that everyone in the

audience is particularly concerned about.
The most offensive part of our utility bills are those known as fuel adjustments,

which often are as much today as were our total bills previously. Provisions for
auditing-and I stress the word "auditing"-this cost has until now fell on deaf
legislative ears in Pennsylvania. The need is now to settle whether or not this
charge is proper and whether or not abuses have occurred in these charges.

Now then, I have been a staunch advocate for the PUC for many years and
worked very hard to get the passage of that legislation. However, I am deeply
disturbed to see that, as of this moment, no one in the Public Utility Commission
has given us any serious consideration whatsoever in auditing the public utilities
in this Commonwealth.

Now, it may not be that the fuel adjustment charges are proper, but I have been
reading throughout the country that fuel adjustments have been misused to a
great extent by the companies using them for purposes other than the fuel adjust-
ment purposes.

Now, since we haven't gotten any help at all from the State on this particular
matter, I would first like to address the State and ask them again to please make
an audit of these charges, so for once and for all we can be satisfied that what
we are paying in fuel adjustments is something that is real and rational and not
something pulled out of the air.

Do you wish to address that, and then I have a second part to this.
Mr. SHULTZ. In October of 1976, the General Assembly passed two PUC re-

lated bills, Acts 215 and 216. At the end of this calendar year, at the end of
1977, the PUC under those laws are required to audit the fuel adjustment charge
of every single utility company in Pennsylvania. So, your request for an annual
audit has been heard by the General Assembly. The fact is we simply
haven't gotten to the end of the calendar year to have those annual audits
performed.

Every month the utility companies must submit their financial records to the
Audit Division of the PUC. I will say that as of right now, because of limited
staff, the PUC, as I understand it, has only been able to spot audit. They are only
financial in nature and they do not go into all the aspects of the fuel adjustment
charge because of having to be done every month.

But I can say to you that Act 215 of 1976 does require the PUC to do an annual
audit of the fuel adjustment charge.

I think that as a result of the investigations in the House and Senate in 1975
and 1976, you also saw actions taken by the House. The Mines and Energy Con-
servation Committee did Initiate the investigation into coal contracts between
the utility companies and coal distributors. That was action also taken by the
General Assembly.
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I do believe that the General Assembly should be commended for some of the
actions they have taken in terms of the fuel adjustment charge.

I don't believe, however, that we have done enough. My own personal opinion
is that the fuel adjustment charge as such should be rolled in and should be part
of the bill and should not be an itemized listing on your bill because, as itstands right now, it is an unregulated charge. The only thing that is now happen-
ing in those monthly audits at the end of the year-I believe that at this point
the fuel adjustment charge as an unregulated charge should no longer be un-
regulated and should be rolled into the bill and should be part of the regulatory
process when the company comes for a Irate increase request.

Mr. COOMlBs. Thank you very much. However, I do think that once the audit
is made, I am quite sure there will be rebates to us because of the payments we
have made over the years. I am quite confident that that fuel adjustment is not
a proper charge and I am sure the audits will bring back some of the money we
need now. I am sure that myself, along with any others, because of that fuel
adjustment, every time the bill comes, you have to run over to the bank and
borrow $100, or more. just to pay the fuel adjustments. This is an imposition
on us older people and I want to see it stopped.

The other part of the question is that since most of the public utility com-
panies are spread out throughout the country, I think then it goes beyond the
mere State that the utility is in. Then I think it becomes a national problem.

Senator HEINZ. It does. I will respond to you in a minute but I want to ask
Mr. Ferrar a question that you brought up.

Mr. Ferrar, do you believe that the fuel adjustment cost is a sound procedure
or do you believe that it is preferable to have fuel cost increases included inthe rate basis of public utilities?

Mr. FERRAR. In concept I support the fuel adjustment cost as it presently is
billed. I do not think rolling it into the rate base is a correct way to go. I doagree completely, however, that auditing of these companies is indeed necessary,
as it is in m'any walks of life. I think we have to get those fuel adjustment
costs into the bill as soon as possible. The rate base process is very slow.

Senator HEINZ. 'Would it he more or less costly to consumers to have the fueladjustment clause included in the rate base?
Mr. FERRAR. It would definitely lag. The fuel 'adjustment would lag if you

put it into the rate base a significant amount of time.
I guess my major concern there is not that it. would be more or less costlybut, indeed, could result in more shortages of power. I think high prices are

bad but I think blackouts are even worse. This is something that is an ongoing
cost and operational cost that the utilties have to pay. I think capital cost, costof major capital facilities should be what the rate base is composed of.

Senator HEINZ. Secretary Beal, do you agree with that statement?
Secretary BEAL. I don't believe any cost should have no control over it inwhat is essentially a monopolistic industry. As I think has been pointed out, thatcost is exempt from the regulatory process and it Is now becoming an ever in-creasing part of the public utility bill. I think if that were a part of the regulated

cost, there would be more pressure on the utilities to see the most competitivesources of supply.
Senator HEINZ. I take it that you disagree?
Secretary BEAL. Yes, sir.
Senator HEINZ. You think it should be part of the rate base?
Secretary BEAL. Yes, sir. These gentlemen, Senator, are the experts on public

utility matters.
Senator HEINZ. Looking over what is included in the fuel adjustment cost, doyou feel the Public Utility Commission is doing an inadequate job auditing?
Secretary BEAL. I cannot comment on that.
Senator HEINZ. Mr. Shultz, could you give us a "Yes" or "No" answer to that?
Mr. SHULTZ. I believe that at the present time the law is sufficient and lbelieve they are doing an adequate job. They are beefing up the staff to do

monthly audits and they are preparing to get ready for those annual audits, as
required by law. I think in terms of what they are required by law to do, they
are doing an adequate job.

Senator HEINZ. You do disagree with Mr.
Mr. SHULTZ. I do disagree.
Senator HEINZ. It just turns out that in any group, even from more or less

the same organization, there is disagreement.
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I think most of us feel that fuel adjustment costs ate very aptly named. In
some of the recent testimony we took, they are called invisible inflation. They
sneak up on you. You don't see them coming, and the next thing you know they
have got you right by the utility bill.

I notice there are a large number of people lining up.
Mr. COOMBs. Let me just conclude, Senator.
In my judgment and in the judgments of many others, we feel it is a rip-off.

And the fact that the PUC is only now beginning to make audits does not make
up for the fact that for years we have been ripped off with fuel adjustment and
no audits have been made during those years.

What I am saying today is that we want Federal participation in order to in-
sure that there will be auditing and there will be no rip-offs.

Senator HEINZ. Thank you.
Before we proceed any further, we are getting into a time bind. We have

a lot of audience participation and, secondly, we also have another panel to
hear from.

What I would like to do is take one more person for a question, ask the
rest of you to temporarily sit down, if you don't mind, and then at the end we
will get back to those of you who still have questions. In fairness to the wit-
nesses who have traveled a distance, along with you, I would like to take the
witnesses.

UNIDENTIFIED SPEAKER. We object.
Senator HEINZ. What is that?
UNIDENTIFIED SPEAKER. We object.
Senator HEINZ. Well, I appreciate that but that is the way it is going to be.

You will have a chance to speak and you will have a chance to speak in the
-order in which you are now standing. I am going to ask a member of the com-
mittee to take your names so we can call you back in the order in which you
are standing, which I think is fair.

UNIDENTIFIED SPEAKER. Let's put it to a vote.
Senator HEINZ. I am going to ask this lady to come forward, address her

question. We are going to take your name.
UNIDENTIFIED SPEAKER. It isn't even her turn.
Senator HEINZ. Well, I am sorry. She was standing in front. I am sorry about

that.
UNIDENTIFIED SPEAKER. Mine is a very short question. When you talk about

the elderly on fixed income, are you talking about all of us who have worked
practically 'all of our lives and who have paid taxes and haven't been on relief
or food stamps, or are you talking about those that are below the median
income?

Senator HEINZ. I am talking about 'people who are on fixed incomes, whether
or not theyare below the median income.

UNIDENTIFIED SPEAKER. Whether or not they are below. I wanted to know that.
That clears it up for many of us here. Thank you.

Senator HEiNtZ. Now, let me ask you this. Are there any of you that do have
questions of the State witnesses at this point?

UNIDENTIFIED SPEAKER. Yes.
Senator HEINZ. Before I release the State witnesses, then, I will ask you to

come forward. Try to make your questions brief because we ate getting behind
on time. This is a very difficult meeting to manage because we have so many
varying people coming in and going out. I appreciate your 'cooperation and
interest in helping to make it as concise as possible.

UNIDENTIFIED SPEAKER. My question is specifically addressed to Mr. Harral's
statement earlier today regarding the weatherization program. Now, I am not
sure whether Mr. Jurnak or Mr. Ferrar can answer my question but I am very
curious as to how much the total budget for the State of Pennsylvania's win-
terization program was at the time the State of Pennsylvania succeeded in
weatherizing'13,000 homes. And may I also have a breakdown, please, on how
many of those 13,000 homes belong to elderly and how many of them belonged
to the nonelderly?

Senator HEINZ. Mr. Jurnak will be a member of our next panel. I think he will
be in a position to answer questions.

Do you have some questions for Secretary Beal?
Mr. BRaT Senator Heinz, I am agreeing with you when you mention about the

Carter tax on gasoline. In other words, if you are a person and you have
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sufficient nioneys, you can drive around just as much as you want and you are not
worried about how much it is going to cost you..Take the average person. It is
quite a factor to him. In other words, what the Carter administration is saying
and what Mr. Carter is saying is that if you have the money, cheerio, use all
the gas you want.

Senator HEINZ. I couldn't agree with you more. I think the basic problem with
the energy program, which in concept I support-I support the concept of con-
servation and I support the shift to coal and new energy, but I totally object to.
the principle that the-rich will be able to avoid conservation just simply by paying
the taxes. An extra 54 or 104 or 350 a gallon won't mean that much to somebody
who is driving a luxury car already.

Mr. BURT. I don't necessarily draw the line between the rich and the poor, you
know. We don't want to draw lines like that. We should draw lines between those
that can afford it and those that can't afford it.

Senator HEINZ. That is right. Will you just state your name for the record.
Mr. BURT. My name is Paul Burt. I am from the Governor's Council and I am

from Upper Darby.
Senator HEINZ. Thank you very much.
Mr. BURT. This is to the State. This is in reference to the public utility. We

went over all about the amount of moneys being held by the utility companies in
reference to the usage of extra money, if it is needed. What I would like to say
is this. It seems generally that as far as the Public Utility Commission is con-
cerned-and I say this with respect, if I may-very rare is there anything pre-
sented by utility companies-and I mean all types of utility companies-I mean,
they might let it go for awhile and let the people feel good, but eventually the
public will pay for it.

Thank you.
Senator HEINZ. Thank you very much.
The people from the State have been very, very patient. They have been here

2 hours. At this point, I am going to thank them. I think we all appreciate your
having been here, Secretary Beal, Mr. Ferrar, Ai\r. Shultz. I think you have been
very candid and you have been invaluable to me. I think your testimony and
your answers to questions from the people in the audience will be very useful
to us in the Congress in trying to frame energy policies that are truly fair and
take into account the problems of senior citizens. Let me on behalf of the Special
Committee on Aging thank you for your participation.

At this time I will call our next panel of witnesses, which will include people
from the State to answer questions.

Let me, therefore, at this time call Mr. Arthur Gardner, who I understand is
being substituted by Mr. James Jurnak, director, State Weatherization Programs,
Department of Community Affairs. He will be accompanied, I understand, by
Bertha Bell.

Also, I understand that Sara Jones will be here; accompanied by Bess Hunter
Jackson, and that Mr. John Knaus of Allegheny County will be a member of our
panel..

Would you like to make a statement?
Mrs. MAYER. I would certainly like to direct a question to Mr. Shultz. I was

treated unfairly.
Senator HEINZ. Well, I apologize to you for that.

:Mri. MAYE. 1Senator -Heint and the panel, my name Is Elizabeth Mayer and
I am from Philadelphia. I want to talk about the gas bills in Philadelphia and
direct my question to Mr. Shultz. Everyone who makes a purchase-retail,
wholesale purchases, and any other field-gets a bill itemized to the item pur-
chas6d as to the item purchased and the item price, not so with Philadelphia gas
company bills. There is no way to check the accuracy of gas bills received by the
individual household. It one tries to question the gas company office, one is told
they have the authority to make a monthly charge for their special costs, which
differ monthly. There is no way to tell the consumer exactly how they arrived at
the final amount of each monthly bill and how a consumer may check the accuracy
of the bill. Cannot the gas company be mandated to print the rent amount charged
for gas and the amount they are allowed to charge by the government for their
special costs on each bill?

Also, what is the discount the company is supposed to allow senior citizens?
Mr. SHULTZ. The thing that people from Philadelphia should understand is

that the Philadelphia Gas Works only services the city of Philadelphia. Under
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current State law those facilities that only service within the municipality are
governed by that municipality. The questions of itemization on your bill and
understanding your bill better must be addressed by the municipal governing
body; therefore, the council and the mayor of Philadelphia. The Public Utility
Commission has no control whatsoever over the Philadelphia Gas Works.

Mrs. MAYER. I am glad to know that. Thank you.
Senator HEINZ. Thank you very much. I appreciate your question. It is a good

one.
At this time I would like to ask our next witness, Mr. Jurnak, who is ac-

companied by Bertha Bell, to please give us their testimony and comments.

STATEMENT OF JAMES JURNAK, DIRECTOR, STATE WEATHERIZATION PROGRAMS,
PENNSYLVANIA DEPARTMENT OF COMMUNITY AFFAIRS; ACCOMPANIED BY BERTHA
BELL

Mr. JURNAK. Thank you, Senator. Mrs. Bell is with me today. Mrs. Bell is one
of the people who was served by the weatherization program prior to this winter.
We asked her to come today to talk a little bit about the dramatic decrease in
the bills that were evidenced even with the severe winter.

Very briefly, I will tell a little bit about the weatherization program in Penn-
sylvania. It is the largest in the country. We have been in the business basically
since late 1973 and early 1974, starting out with State funds.

On that question that was raised about the money, to date there has been
$3.8 million in CSA funds-Community Service Administration funds-and about
$1.5 million in State or renewal moneys that have been put in the weatherization
project. Those are essentially material funds.

In addition to that, of course, there are various other funding sources relating
to labor and local contributions, and so on. We have had a tremendous tie-in
with a number of the local agencies on aging regarding the prograllm.

We currently have 51 grantees providing direct services in almost all of the 67
counties. I say "almost all" in that in one county we have a program that serves
only one municipality within the county and not the remainder of the county.

Basically, the program provides three services: Stopping infiltration, exchange
of air between the inside and outside of the house with caulking, weather strip-
ping, and the like; adding attic insulation; and adding storm windows. These
three measures will increase the thermo efficiency of the house by roughly 25 per-
cent to 30 percent on an average.

Tile direct benefits of the weatherization program go beyond saving precious
fuel, and I sort of interject this point that we really don't have an energy crisis.
We have a fuel shortage crisis.

Savings are also apparent in the money saved. If you save fuel, you obviously
will save the money you have to pay for fuel. In addition to that, you increase the
comfort level in your homes by cutting down on drafts. This also provides em-
ployment and training opportunities for unemployed persons, in some cases, some
of our unemployed skilled craftsmen around the State and business activity re-
lated to the purchase of necessary materials and related services.

At present, there are 30 discreet funding sources within the program, as Mr.
Harral mentioned earlier.

We expect a massive increase over the next several years. in accordance with
the President's energy message of April 20, which specifically referenced the
current weatherization program.

At the end of 1976, we had completed about 10,000 homes. We are at about
14.000 now. We expect to do about 18,000 homes in 1977.

We will be asked under the current funding for materials-and I will get back
to that point-to do about 35,000 homes in 1978 and about 50,000 to 55,000 homes
in 1979 and 1980. That obviously, is going to require a tremendous amount of
work on the part of our local agencies to get their productivity and efficiency up.
I think we can meet that challenge, but we are definitely going to need help.

The issue was raised earlier-and I had mentioned it in the prepared state-
ment-about CSA versus PEA funding. For those of you who are not familiar
with it, it is the Community Services Administration on the one hand and the
Federal Energy Administration on the other hand. Presumably, the Federal
Energy Administration will become part of the Department of Energy, when the
Congress passes that legislation into law.

At the present time, the authorization in the fall is supposed to move through
the Federal Energy Administration at substantial increased levels. However,
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under Federal Energy Administration rules that were recently published, this
will cause us considerably larger problems than we currently have. We operate
under different rules for eligibility than many other programs, such as title XX,
for example, and some of the other service programs.

Right now we are working at a criteria that is 125 percent of poverty. That
was administratively defined by tile Community Services Administration because
the legislation says to serve the poor and the near poor, and the Federal agency
decided that near poor meant 125 percent. For a single person in Pennsylvania,
that is roughly $3,700 a year in income. Under title XX services in Pennsylvania,
people are eligible for those services with up to about $5,600 or so in income on an
annual basis.

The Federal Energy Administration reduced that eligibility requirement back
to the national poverty criteria, which for a single person would be about some-
thing around $3,000 a year, thereby increasing that gap between the eligibility
for the program and eligibility under title XX.

We have suggested in testimony before the Federal Energy Administration and
in testimony before other committees in the Congress that administratively the
Community Services Administration increase that eligibility criteria to the State
level of title XX and that the Energy Conservation and Production Act of 1.970 be
amended to include title XX eligibility rather than the O0MIB poverty criteria,
whichever is higher. In some States it may be higher.

Now, while the Energy Conservation and Production Act, which is the authori-
zing legislation for the FEA bill, has a specific emphasis on the elderly, it has
been our experience in Pennsylvania that a large percentage of the services are
already provided to this group. I have no specific breakdown available to me. Tile
information doesn't come to me this way but we are estimating that probably 75
percent, at a minimum, of people served are elderly in the program we have in
the State.

This is for several reasons. People on social security, supplemental income,
and the like are almost automatically eligible. That makes certification simpler.
Many of the elderly are homeowners. This is a very difficult process and I ap-
plaud the FEA's, at least, attempt to deal with the issue. It is a very difficult
process to deal with renters in this program. The benefits from the funds in the
way the legislation is written and the intent of Congress and our regulations,
and so on, is clearly to benefit the low-income individual and we run into a
severe problem when we deal with renters. As a result, most of the homes done
are those that are occupied by owners or, in many, many cases people who meet
both the income criteria and homeownership criteria are elderly.

As we grow larger, we find a number of ancillary issues and activities that
must be specifically addressed.

First, many of the local programs find clients who are simply outside the
current delivery system. We have encouraged our people, of course, to refer
clients they find in this situation to the food stamp program, to area agencies on
aging, to the welfare department, or whoever is the appropriate party for vari-
ous other services that they might be eligible for, but that is a growing problem.

Second, and perhaps more significantly, many senior citizens live in homes
that greatly exceed their space needs. In many cases, the person has lived there
for a long period of time, has raised a family and is now living in the house by
paying only utility and tax bills. While we firmly believe in the principle of
senior citizens living in their own homes whenever possible, some unified
action must be taken to assist them to overcome what is essentially an over-
housing situation. Single senior citizens simply cannot afford to support them-
selves and a large house in today's economy.

We have seen, for example, too many cases of one person living in a 13- or
14-room house that requires substantial improvements for thermal efficiency. For
example, I had one case in Scranton, Pa., where they called me up and said.
"Look, we have one woman living in a house with 14 rooms and there are 47
windows." What do you do with that, you know? We put the windows on, but
it is a tremendous expense for that nerson to live in that kind of house and
really only using three or four of the rooms at any one time.

I hope this committee can look into this situation and suggest potential legis-
lation that will provide the means to resolve this type of problem. We hope to
work with the Commissioner on Aging in Pennsylvania and the local AAA's to
develop specific programs that will allow senior citizens to maintain their homes
and life-styles, possibly by sharing the house and its attendant maintenance costs
with others.

95-249-77-7
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Finally, many of the homes of the elderly are in need of substantial rehabilita-
tion. Our current program simply does not permit more than thermal efficiency
improvements. Some areas have integrated our program with housing rehabili-
tation efforts through Community Development or Farmers Home Administration
-efforts. Still others have combined activities with local chore services programs
to provide minimal home improvement work.

In total, however, these efforts are too scattered to provide the comprehensive
approach needed throughout the Commonwealth. I believe a large scale, man-
dated program for home improvements for the elderly should be developed that
will complement the current weatherization efforts and provide a much broader
base of service for senior citizens and other eligible people in the State.

I will stop my comments at this point and, presumably, we will have some
questions later and perhaps Mrs. Bell has something to add.

Senator HEINZ. Mrs. Bell, do you have anything you would like to share with
the Committee?

STATEMENT OF BERTHA BELL, SHIPPENSBURO, PA.

Mrs. BELL. I think maybe you can see me better if I stand up.
Senator HEINZ. I understand your home was winterized.
Mrs. BELL. That is right.
Senator HEINZ. Can you give us your experience with that? Did it work out

well? Did it save on your heating bills? Was it a success?
Mrs. BELL. Yes. It worked out very well. From 1975 to 1976, I would say I

used over 10,000 gallons of oil, about 10,060 gallons of oil. After they winterized
it, they put insulation in the floor upstairs, sealed the windows. I had wooden
floors, and they put glass windows in, and they caulked all the doors. It was
really wonderful what they did to my home.

Last year the oil man couldn't realize how I wasn't using any more oil than
I did last year, and he came several times. He said, "Well, your bills aren't any
higher." So, I finally told him I had my house winterized by the old age group in
Carlisle. Last year I used 9,027 gallons, and it was a colder winter.

Senator HEINZ. It was a much colder winter.
Mrs. BELL. And we have a young baby in our home and we had to use more

fuel.
Senator HEINZ. I think that is a real testimony to the success of the program.
Mrs. BELL. It has really been a help to me, and I will have to tell you older

people that I don't owe the man a penny on my oil bill. Maybe I would have if it
hadn't been winterized. I would still be paying my last year's oil bill, but I don't
owe anything. I am really truly thankful that they winterized it.
. Senator HEINZ. Mrs. Bell, your. testimony is terrific because I think it just

hits the nail right on the head. It is going to be in the record of this hearing and
the Congressional Record for every single Member of Congress to see, and I think
you are very eloquent on just stating exactly what it means in human individual
terms.

Thank you.
Mrs. BELL. Thank you.
Senator HEINZ. I would like to call on Sara Jones, who is accompanied by Bess

Hunter Jackson. Mrs. Jones is from Harrisburg, Pa. Mrs. Jackson is the director
of the Uptown Senior Citizens Center. She is no stranger to me.

I do have to say before we start that I am going to have to turn the hearing
over to Mr. Oriol of the committee staff. I regret that I have an airplane to catch
from Harrisburg at 12:15. I am going to have to run, not walk, to get there.

I want to say what a fine group of questions we have had, what a fine group
of witnesses we do have. I want to apologize to the witnesses that I won't be
able to be here personally for your testimony. Also Ruth Tucker and Frank
Bradley will be testifying afterwards. I want to thank them especially for having
changed their plans to be here today, but we will have a full record, a full
transcript of everything said and it will not only be available to me but to all
of my colleagues in the Senate.

Thank you all very much. We appreciate the fine attendance and fine interest
in this hearing. It has been very helpful. [Applause.]

Mr. ORIOL (presiding). Please proceed,,Mrs. Jones.
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STATEMENT OF SARU JONES, HARRISBURG, PA.; ACCO1PANIED BY BESS HUNTER
JACKSON, DIRECTOR, UPTOWN SENIOR CITIZENS CENTER

Mrs. JONES. To the panel and all of the senior citizens that are here this
-morning, I want to ask a question first before it leaves my mind. The $47,000 that
went back to the Federal Government, why was that not given to the people that
needed it and we probably would not have had the bills to pay that we are paying
now on electricity and things. That went back to the Federal Government last
year. I heard someone say that there was $47,000 that went back, or millions, or
something went back to the Government.

UNIDENTIFIED SPEAKER. Somebody made a mistake when they printed that
paper.

Mrs. JONES. Well, that was one of the things I was worrying about because we
.could have used that money-if it went back to the Federal Government.

I want to say that our electric light bills and our gas bills and our oil bills
have doubled from last year up until the present time. I have proof in my
package here of some of the bills that some of the poor people have received.

As far as weatherizing, we haven't had that much in Harrisburg, I don't
believe, because I have a home that needs it.

This gentleman spoke of people living in large homes. Well, if they struggled
to buy that home, they can't afford to give it away. You can't sell it for nothing

.at all. I have a pretty large house myself and I was offered less than $2,000 for
my home, which had $4,350 worth of work put on it in 1973, and this is one thing
that I can't understand.

Our taxes are really rising and our property value has gone down to nothing.
You can't even sell the property. I couldn't afford to sell it for less than $2,000

.and live.
I only lived on my social security until I had to go to work because it wouldn't

meet my demands, and I know that plenty of others-in fact, we have a lady from
our center up there that has gone to the hospital with pneumonia because she
couldn't afford heat to stay warm. She is in the Polyclinic Hospital right now.

These are the kinds of things that have brought the poor people on their
knees. pleading and begging for some help from somewhere. It doesn't matter to
me where it comes from, just so we get the help we need. To have money ap-
propriated for one thing and going for another doesn't make much sense to me.
The Federal Government has set aside money for people and they give orders of
-where it should go, and sometimes it doesn't go to the right place, because we
'need it for one thing and sometimes it is sent to another.

For instance, medicine has gone so high. I bought a bottle of pills. I have a
heart condition, so they say. I went to the drug store to get a bottle of pills that

-cost me $12, which is a very small amount of pills. These are the problems that
the poor have and we have to buy and pay fuel bills, and things like that, and we
can't afford medicine. I don't know what you are trying to do,. drive us out,
perish us out, or kill us by taking pills of some kind or another, but there is one
thing certain. There needs to be a change somewhere down the line.

We are paying more for our fuel than the people who have air conditioning,
heat by electricity, and the poor have to pay for part of that.

I was in a hearing back in March, I believe it was, or the first of April, in
Harrisburg, and the man said that if you use less. than 200 kilowatts-of course,
he mentioned that by eggs, which I didn't understand and I asked him why he
mentioned it by eggs. It was because he thought we were too dumb to understand,

'I guess. I don't know what else.
Anyway, he said that if you use less than 200 kilowatts, it costs you 56 a kilo-

watt. And people that use electricity for their homes altogether will start at 4¢
a kilowatt and on down. The higher they use, it costs less. And why do the poor
have to pay for the rich to have the enjoyment of all the cool air in the summer-
time and all of the extra heat that we can't afford in the wintertime?

These are some of the problems that somebody has omitted looking into, and
w e are the people who elect these people in offices, and they will increase their
salary and cut down on hours, but we ought to have-and I don't understand
why we have to suffer so much, because we have fought for this country.

I have worked all my life, paid income taxes ever since it has been started, and
,now I receive social security of $212, which just reached that amount.this year.
:It isn't fair to the poor. 'We have to live as long as God lets us live on this earth,
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but it seems they are trying to knock us out somehow. I don't know how or
what they mean by it.

We are finding it hard to fight this battle. Of course, you hear these people
talk about all the money that is provided. I don't know where it goes. And above
the poverty level-I happen to be, I guess, 2¢ above it. I cannot get stamps and
there are plenty of others that don't get it because we own a home. We can't eat
that house. If we burn it, we won't have nowhere to sleep.

These are the problems that we are up against, and I would like some answers.
of who to talk to that will make a difference in what we are doing.

Some of our people at the center-you are not supposed to take anything
home when they furnish the food. Well, it is better to take it home and eat it
for their dinner in the afternoon or the evening than to throw it in the trash can
because you can't eat it. A lot of them cut a slice of bread in two and puts a
little piece of meat in it for their dinner. Coffee has gone so high. They used to
drink coffee but now they are going to have to drink cold water, I guess, because
the electricity is going to be cut off, and a lot of the other things we need is
going to be cut off.

These are the problems that the senior citizens are having around the country
and in the State of Pennsylvania.

And I would like to ask why is it that the poor have to pay more for their
kilowatts than the rich because it is the rich that uses all this electricity for
their homes and their coolness in the summertime. We can't afford a fan hardly.
We have to take paper sometimes and make a fan to try and keep cool in thle
summertime, but they have their pool. They can go swimming in the cool pool.
They have their cool homes to sleep and rest, and we have nothing. We can't
afford enough water sometimes to take a bath, the way the water bills are
going up.

All of these things have gone up and it makes it terribly hard for the poor. I
know you rich people don't know anything about it but it is a shame that some
of you that have all these opportunities weren't knocked out sometime to live
a poor life just for a few months. You couldn't stand it very long because yoim
couldn't take it.

And these are some of the things that these people out here would like to know.
When they ask questions, they are usually cut off because the fellow that is up
here talking gives more talk than is necessary and doesn't allow us an oppor-
tunity to tell you what we want and what we need.

I want to thank you for this opportunity because we are desperately in
need. [Applause.]

Mr. ORIOL. Mrs. Jones, I agree. These things shouldn't be omitted, and you
made sure that they weren't. We are really grateful to you for doing that. I think
that you have helped everyone understand some of the direct impact of what
everybody else has been talking about.

I don't think you mentioned what you told me last night about the impact of
property taxes, and that is part of trying to live in the house that you described.

Mrs. JONES. I didn't know I was supposed to talk about that.
I bought the house I am living in now in 1956, and I bought it from the owner.

They were living in it and she told me, she said,"Mrs. Jones, I am paying $62
a year for taxes." Well, my tax now is $390, and I can't afford it. I get $212 now-
at the present time in social security. To pay $390 for taxes-and I still
have a lot of other bills to pay. How can I make such demand on what I have
got? How am I to pay it? I am 80 some years old and I have to work to meet
that demand. I am working 5 hours a day, 5 days a week to try to make ends
meet. I don't understand why we have to raise the tax on a house that is not
valued at more than $2,000. If they keep on, I will have to be paying $2,000 for
taxes instead of paying anything else.

Mr. ORIOL. Are you eligible for the State tax relief program?
Mrs. JONES. They won't give it to me. I don't know whether I am eligible

for it or not. If you have to live any longer, I don't know where I am going to
get it.

Mr. ORIOL. You also mentioned one of the people at the Center who apparently
developed pneumonia because of the winter.

Mrs. JONES. Yes, sir. She is in the hospital right now with pneumonia because
of no heat. She couldn't afford it. She owns a house and she rented the house out
because she was sick and lived with her neighbors. The lady that was renting the
house wasn't able to pay the rent so she couldn't afford to pay the tax. The house-
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'is up for sale for. tax, I understand. I am not sure, but r understand it. She is in
the hospital with pneumonia because she was so cold. The lady that she was stay-
ing with told me that she had five quilts on her bed trying to stay warm to keep
from getting pneumonia, and she still has it. She is in the hospital now.

Mr. ORIOL. Mrs. Jones, I hope you will stay right there because we may well
have additional discussion.

I think I better make a few things clear. We have checked with the people
running this conference and they have assured us that we can go beyond 12
o'clock, although that is the time indicated in the program. We are anxious that
no one goes away from here feeling that you were not given an opportunity to
talk. So, we will stay to hear from you.

My naime is Bill Oriol, and I am the staff director of the Senate Committee on
Aging. I send you greetings from our chairman, Senator Frank Church, who
couldn't be here.

Dave Rust is a professional staff member for the Republican members of our
-committee.

Phil Corwin is with the majority professional staff.
I think, as you have noticed today, that there is no sharp difference between

Republicans and Democrats about the problems we are talking about.
I would also like to thank Senator Heinz for agreeing to conduct this hearing.

We certainly admire the work of the House Committee on Aging on which he
served before coming to the Senate. I think it is another indication of the general
concern that people feel about the issues we are talking about. This hearing, per-
haps. ean hell) us realize that this is related action on a crisis, and we appreciate
the very direct message we are getting from the people of Pennsylvania today,
aand we really thank you.

Now, Mrs. Jones is accompanied by Bess Hunter Jackson, who has no prepared
statement but is a friend of 'Mrs. Jones.

I would like to ask Mrs. Jackson whether the increased fuel cost has an effect
on the operation of your center.

Mrs. JACKSON. At the present time it doesn't affect us. We pay a general fee,
and general rental fee. At this time it has not gone up. However, it has one
advantage for us because it has sent us more participants. The people cannot
sit at home in the cold and they do come to the center.

The reason I haven't too much to say is because I am here as Sara Jones'
backup person. She told me the only backup she needs from me is to sit behind
her. and that is what I am going to do.

Mr. ORIOL. Have you found many people not eligible for medicaid or SSI be-
cause they own homes?

MI'S. JACKSON. Yes. 'I'That is quite true. We have found that one person has 5
cents over the requirement.

Mr. ORIOL. Five cents?
MIrs. JACKSON. Five cents; that is right. And she can't get the benefits that

she needs.
We have a social worker in our center and they have tried and tried. There is

no way for us to cut the 5 cents off because it comes in through Federal funds. We
don't know what we a re going to do about that. We will ask the Senate committee
to please take that hack to W"ashington and see if you can help us.

Wle have many, many sad cases in our center. This energy crunch is really-
well, it is killing some of them. When I say killing them, I don't mean that thley
are dying physically but they are dying mentally. The pressures that are on them,
they can hardly stand.

As 'Mrs. Jones said. we have people who take one slice of bread-that is all
they are allowed-and cut it in half and make a small sandwich so that they are
able to eat an evening meal. I know that to some of you that sounds strange, but
it is true.

And I would also like this committee to take back to Washington and ask some-
one why is it on our nutrition program we have to throw our food away that the
people can't eat in the center. I think you know that there is a ruling that noth-
ing can be brought in and nothing can be taken out, and I stand there with tears
in my eyes watching our nutritionist throw food into the trash can. and they
will not let those people carry this food home. That is one of the questions we
would like you to take back.

Mr. ORTOL. We certainly will. Before you leave that point may I ask whether
that is a title VII group meals program?



508

Mrs.'JAOxsoN. That is right. . ; I
Mr. ORIOL. We certainly will look into that.
Mrs. JACKSON. It is criminal, in a sense. But I would like to say for the senior -

citizens of the Uptown Center, we expect a miracle. This is something that we
say, daily, and I would like to say it here. We expect a miracle. We, the senior -
citizens of this country, will accept a miracle. We know that those of you who can
help us will certainly work miracles for us.

Thank you. rApplause.l.
Mr. ORIOL. Mr. Jurnak, do you have some comments?
Mr. JURNAK. Just to reinforce what has been said, in regards to the energy

conservation programs, under the current rules proposed by the Federal Energy
Administration, which includes the income criteria established by Congress in
the Energy Conservation and Production Act, a two-person household in Penn-
sylvania that has sole support from supplemental security income is going to be-
$13 a year over the income criteria for service in that program, which is one of'
the reasons that we urge the adoption of legislation that accepts the State title-
XX eligibility criteria. It seems to me that the 25¢ a week is a somewhat out-
rageous disqualification criteria for a two-person household in this State.

Mr. ORIOL. We will get into a discussion of that but I think we better hear from
Mr. Kaus, who is Allegheny County's energy. information officer.

I should mention that Senator Heinz was especially interested in your testi-
mony. I believe I am right. The Senator is from Allegheny County.

STATEMENT OF JOHN IKAUS; EN-ERGY OFFICER FOR ALLEGHENY COUNTY

Mr. KAUS. That is right.
I, too, traveled some distance to be here today, as many of you have. My name

is John Kaus and I am Allegheny County's energy information officer from,
Pittsburgh. I am here today on behalf of County Commissioner Jim Flaherty. I
am sure if Mr. Flaherty were here today, he would insist on yielding his time
to the audience. I will do that after making one brief observation.

The devastation of this past winter has resulted in a lack of understanding by
our elderly, especially those on fixed incomes, in regard to how to conserve energy.
Let's tell it like it is. It is too late to try for conservation practices for someone-
who is on a fixed income and receives a utility bill that is higher than their
monthly social security payments. We must begin now with programs to educate
our elderly on how to conserve. We must also develop programs and projects that
will assist them financially in their conservation efforts.

In closing, I must close with a warning to State and Federal officials.
Right now we are being faced with the warmth of summer, but we cannot let

this warmth lull us into a sense of security because every one of us knows that
within la few short months the green of summer will turn into the brown of fall
and then the bleakness of winter is going to be here again. If we do not act now
in an all out effort to assist our elderly in preparing for the winter of 1978,-
then we will be failing in our duties as a society.

Thank you. [Applause.]
[The prepared statement of Mr. Kaus follows :1

PREPARED STATEMENT OF JOHN KAUS

The energy crisis of January 1977 demonstrated once again the devastating
effects brought about by a failure to recognize potential crises and to prepare -
adequately to meet these situations in an organized manner. Surely, it is obvious
to all that the energy crisis is not a unique situation which will not reoccur.
Rather, it is a very real fact of life in the latter part of the 20th century and
failure to develop plans to mitigate its effects will continue to cause great physical'
and economic losses.

Allegheny County in recent evaluations of the energy crisis discoverd that
one group more than any other in our country suffered the most-the elderly.

The devastation of this past winter has resulted in a lack of understanding by-
our elderly, especially those on fixed incomes, in regard to how to conserve energy.
It is too late to try for conservation practices for someone who is on a fixed'
income and receives a utility bill that is higher than their monthly social security
payments. We must begin now with programs to educate our elderly on how to,
conserve. We must also develop programs and projects that will assist them in'
their conservation efforts.
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Allegheny County is not satisfied to sit and wait for the winter of'1978. As an
elected official, I have a responsibility to provide for the safety and well being
of the citizens of our county. As early as February of this year Allegheny County
proposed to the U.S. Department. of Housing and Urban Development that we
develop an energy crisis alert system. This proposal received top priority ranking
by HUD and was subsequently funded.

Briefly, the county proposes to work with energy provisions to develop a system
for determining in advance when an energy shortage will develop, using long-
range weather forecasts, known energy consumption patterns, and other statisti-
cal data. In cooperation with energy consumers, Allegheny County will seek to
develop an energy crisis alert system patterned on the county health department's
successful air pollution alert system. Under this system, energy providers and
consumers will respond to several phases of energy shortage in a well-coordinated,
uniform method of curtailment.

Priority of energy utilization, developed in full awareness of the economic and
social needs of county residents in a concerned, rather than in a crisis atmosphere,
will tend to equalize the hardship and threby minimize its impact during periods
of maximum energy curtailment.

Allegheny County recently joined forces with Americans for Energy Indepen-
dence (AEI), a national organization comprised of scientific, academiic, profes-
sional, conservation, government, labor, business, and industrial leaders. The goal
of Americans for Energy Independence is to stimulate policies and actions which
will move the United States rapidly down the road toward reasonable energy
self-sufficiency by the early 1980's.

Americans for Energy Independence efforts in Allegheny County through Pro-
ject Pacesetter, a countywide energy conservation and development program,
will serve as a prototype for other communities throughout the Nation.

Allegheny County stands ready to cooperate fully in all efforts to develop a na-
tional energy program. However, we would be remiss if we neglected to take inde-
pendent action to insure that Allegheny County residents, particularly the elderly,
will be adequately protected if the winters of subsequent years prove to be as se-
vere as the winter of 1977.

I recently instructed the Allegheny County Departments of Planning, and
Adult Services to conduct a survey of the elderly in our county in an attempt
to reverse the most frequent problems they experienced this past winter.

The first problem area is that utility bills have now risen to astronomical
levels. Most elderly people are on fixed incomes and the utility bills which some-
times are higher than their monthly social security payments are too burden-
som on the elderly.

The second problem area is that many elderly residents live in old homes which
are often larger than the residents need and in most cases, are currently in the
state of disrepair, and are energy inefficient due to a lack of insulation, deterior-
ated caulking, improper window locations, inefficient furnaces and stoves, etc.

The third problem is that there is definite lack of understanding on the part of
the elderly as to how to conserve gas and electricity. A lot of gas and electricity
used by the elderly is, in fact, wasted, without their knowing it.

Using the above as a basis for the problems, I would suggest that the follow-
ing program remedies be undertaken.

(1) Local government in conjunction with the utility companies, should run a
public education program on how to conserve energy.

(2) A winterization program must be developed that deals with all energy
problems of the elderly in a manner that is economically feasible for elderly per-
sons. The present winterization efforts run by the Federal Energy Administration
in most counties and cities provide only basic insulation and storm window
services.

The program should be expanded to deal with inefficient heating units and
means of getting the elderly out of units which are no longer economical for them
to remain in.

WVe should be building new homes and rehabilitating the old ones Into energy
efficient homes or apartments. Then relocation assistance should be provided,
placing the elderly in the new and returning their old energy Inefficient units to
the market where they can be purchased by a family who can afford to make it
energy efficient. Some means to do this would be a grant program for the elderly
financed by such.sources as the Pennsylvania State Lottery or expand Federal
housing for the elderly. -



510

The problem may also be dealt with by supplying tax credits to businesses and
Industries who make energy provisions for the elderly at cost or gratis.

We are now being faced with the warmth of summer, but we can not let this
warmth lull us into a sense of security because everyone knows that within a
few short months the green of summer will turn into the brown of fall and then
the bleakness of winter will once again be upon us. If we do not act now in an
all-out effort to assist our elderly in preparing for the winter of 1978 then we
will be failing in our duties as a society.

[End of prepared statement.]
Mr. ORIOL. I have taken a quick look at your testimony. It seems that your

project is intended to provide as much advance information as possible about
severe winters.

Mr. KAUS. Yes. Allegheny County has received a grant from the Federal Gov-
ernment to develop a program. The name of the program is energy alert system.
We have been picked to head this program. It is a pilot program. If it is successful,
it will be put into operation throughout the United States. What we are trying
to do is take a look at long-range weather forecasting, consumption patterns by
the utility companies and the users. What we want to do is make some projections
in early September and October to the school district, to industry, to business and
to consumers on when they should start conserving energy so that when we do
get to January and February we will be able to keep our schools open, be able
to keep our people working, and will be able to have enough energy to heat ourhomes.

You will probably he hearing more about the program a little later in the year.
Mr. CORWIN. Mr. Kaus, I wonder if you would just describe briefly what the

Project Pacesetter is?
Mr. KAUS. This is another program that was initiated in Allegheny County

last year. Project Pacesetter is a countywide program of energy conservation
and development. We have broken the county down into four districts creating
task forces. These task forces are made up of citizens just like yourself. What
we do is meet once a week, trade ideas on how to conserve energy, and talk
about w ays on how to develop more energy.

Surprisingly enough, we have talked to the experts for the past 6 months
who haven't had any answers. We are getting most of our answers from citizens
like yourself, and they make a lot of sense.

Mr. RUST. Mr. Jurnak, two questions, very briefly. One may he a little out-
side your jurisdiction. If it is, let me know. The first one pertains to your state-
ment where you suggest we have a mandated program of home improvements
for the elderly that are a much more comprehensive and more extensive winter-
ization and weatherization program than we have had.

Mr. .TURNAK. That is right.
Mr. RUST. How would you approach it? Do you have any idea how many homes

would be affected in Pennsylvania and what the cost factors will be?
Mr. JURNAK. The number is staggering. If we just look at the number of

homes in Pennsylvania that require thermal efficiency improvement regardless
of any income criteria, or anything else, we are talking in the neighborhood ofabout 3 million units, with an average cost to have the work done with ma-
terials, labor, and whatever, of something in the neighborhood of $1,000 a house.

In terms of the elderly and limited-income people, we know from census data
that there is something in the neighborhood of 300,000 low-income homeowners
in Pennsylvania.

There are probably at least that equivalent amount when we talk of the
renters.

So, I think the 675.000 households that Secretary Beal referred to as eligible
for the emergency assistance program pretty accurately also reflects the number
of people who would be eligible as owners or renters for energy conservation
veatherization type activity and other kinds of home improvement.

In terms of cost. I would think that bringing this number of units up to even
minimal code standards would probably require an investment of something in
the neighborhood of $4.000 or $5,000 per unit. We get into plumbing, electrical
work, roof repairs, and things of this sort, and other health and safety things.
So, it is a fairly staggering amount of money.

In terms of how it should be operated, I think we have, for the most part-it
is not true in all counties, of course, but for the most part we have various
kinds of existing organizations, such as county redevelopment authorities or city
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redevelopment authorities, that are already doing this to some extent, but
mostly on a fairly concentrated basis within some neighborhoods.

The real problem is in the rural areas of the state. You don't have the mech-
anisms. You don't have the financing mechanisms. You don't have the people
to do the work and you have a tremendous number of substandard housing. You
must remember that Pennsylvania has the largest rural population in the country
and that we have a tremendous number of homes out there that do not meet
any code standards, among other things because there are no codes. There is
nobody out there to enforce codes.
* We are doing some work now with the CETA program, looking at possibly
getting that together to provide some labor resources, clearly some way that
would increase the efficiency and productivity of Farmer's Home Administra-
tion loan and home grant program. Under the 504 loan and grant program of
the Farmer's Home Administration, people over the age of 62 are eligible for
a grant of up to, I believe, $5,000 for various kinds of home rehabilitation ac-
tivities, if they fall below certain income criteria. Many of the elderly who live
on social security, and the like, would fall into those criteria.

Mr. RUST. You mentioned the fact that Secretary Real mentioned 600,000 or
800,000, or something in that area, of people who, coming through the last winter,
sustained very heavy bills. Do you have any idea how far that $14 million will
go in terms of how many people?

Mr. JURNAK. I believe the Secretary said that if all grants were made at the
maximum of $250, that we would be talking in the neighborhood of 55.000 or
56.000 households that could be helped. So, this would be about one out of six.

The question, of course, is that it gets very complicated. If we simply deal
with people who have a back gas or electric bills, which is PUC regulated, it
doesn't even cover, of course, all of the gas and electric companies; witness the
situation there in Philadelphia. You have a number of rural electric cooperatives.
for example, not governed by the PUC, and other municipal utilities not governed
by the PUC. You know, you are talking about a relatively limited number. In
addition, you are only talking about half, or so. of the homes in Pennsylvania
that are heated with gas or electricity. The other half are heated with coal and
oil. The mechanisms for trying to deal with that one becomes even more difficult.

Furthermore, you have situations where people did without something else
to pay that bill. In some cases you have a landlord who realizes what the proh-
lem was and put off collecting some or all of the rent from some period of time
so the utility bill could be paid. Does that person suffer because he is not a
utility that doesn't receive payment? You have all those kinds of equity situ-
ations.

I would say that unless something is done, we are probably facing at a mini-
mum something in the neighborhood of 40,000 or 50,000 cutoffs of the utilities,
and that doesn't count the coal and the oil and propane and the rest of those
people.

Mr. RUST. We have been asked to announce that those of you who need to pick
up news stories, they areavailable at the.press desk.

Mrs. JONES. I would like to say something about what he had said. He spoke
about the rural communities being in need. The city people, the poor that are in
the city of Harrisburg, is deeper In need because the homes that we have bought
are 50 and 75 and 100 years old, and when we bought them we had to pay so much
for them that we couldn't pay and keep them up and keep them properly fixed..
So, we are in a worse condition than people that are hi the rural areas. That is
one problem that we have. The people in the city have no work. The city goes to
the people that live out in the country. They come into Harrisburg and do their
work and go back to the country. Our city tax, county tax, State tax,.and all
these taxes come in on people who are in the city to keep the city up for the
people making the money and going out to the country, living in the country
with new homes.

Our homes are anywhere from 75 to 150 years old and we are not able to fix
them up because they were wore out before we bought them. We had to buy them
because we couldn't go out and buy the country homes. We had to buy older
homes, and these are some of the problems that we have.

And since they have tore out so much of the city, it makes it much colder and!
it makes us have to buy much more oil because most of us burn oil in the city.
They don't use coal very much, and it makes it much worse for the people in the
city than for the people in the country because they have wood, and things like



512

that, that they can burn and we have to buy oil all the time. These are some of
the problems that the city people in Harrisburg are having. I know from
experience.

The home that I bought, they tell me, is 90 years old. If you look at the people
that use them-I remember a gentleman said he lived in the same area that I am
living in and he had moved out some 20 years ago. He was talking about when
lie was coming back through there, -I believe it was the first of last year, he was
surprised how the area had went down. I asked the man, "Have you looked in the
mirror lately?" He said, "What do you mean?" I said, "Do you look in the
mirror?" He said, "Yes, I do it every morning." I said, "Well, do you look like you
did when you left thefe 20 years ago? What do you expect the house to look like?"
These are some of the problems that we have in the city.

Mr. JURNAK. She is raising a very good point. The difficulty is really twofold.
One, of course, is having houses brought to the condition where they are safe

and sanitary and habitable, and so on.
The other problem--and I suspect from my experience is a very serious prob-

lem for the elderly particularly-is just routine maintenance.
Now, we have in many areas where the local area agencies on aging are spon-

soring various kinds of chore services programs that provide some of that, but it
is just not capable of meeting the current demands.

You know, I don't know how many houses there are in the city of Harrisburg,
but I suspect that it is in the neighborhood of 15,000 or 20,000 units within the
city limits. It is probably 100,000 units in the metropolitan area. My guess is that
a very substantial number of them in the city need simple things that people
can't take care of themselves and some kind of activity aimed at preventive type
work would be a great improvement and prevent some of the kind of decline that
she has mentioned.

Mr. OnrOL. If time permitted, I would ask for some thoughts on how your kind of
program can work closely with area agencies on aging-

Mr. JURNAK. We already are.
Mr. ORIOL. To help some more of what you are achieving.
We are going to have to move on. I think we have had very good testimony

from everybody, but I have to admit that there is special prejudice to Mrs. Bell,
and then Mrs. Jones really gave us a lot to think about.

Thank you very much, and I will just move on to the next panel.
Senator Heinz, when we 'were completing discussions of this hearing, especially

asked that we hear from Frank Bradley, who addressed us briefly before. He also
asked that Mrs. Ruth Tucker, who has many-I know she has about four dif-
ferent titles listed in the program for this meeting. Is she still here? She may have
had to go because of time.

UNIDENTIFIED SPEAKER. Pardon me. I am one of the ones that was standing
in line at the last session and I have a question that is pertinent to him and I
wavas wondering if I could ask it.

Mr. ORIOL. While Frank Bradley is coming up, why don't you ask the question.
Is Ruth Tucker still here? She can come up.
[No response.]
Mr. ORIOL. Will You give your name, please.
Ms. WmLL[m s. I am Jean Williams. I am director of New Opportunities for the

Aging in Allegheny County. Many of bur service agencies support the concept
of utilizing the existing' income support system, the social security and the SSI,
bijt I suggest that in the process of revision that consideration--revision of these
income systems, that consideration be given that -the disruption of-the present
benefits does not occur. that disruption being in the foim of persons not remain-
ing eligible for food stamps, drug discounts, or an increase in rent, which is a
'usual or common problem. I -

It appears if one receives 5 percent finahcial increase, there seems to follow
a 10 percent to 20 percent decrease of benefits.

Now, what I am concerned about is that I am the director of an AAA program
and we are presently. submitting a proposal requesting for manpower for CETA
for the chore service, afid we are attempting to do maintenance.

I jusit talked to these gentlemen from Allegheny County and we now are think-
ing seriously of incorporating'the fuel or the housing maintenance. I am wonder-
ing if there is any 'way that you may be able to incorporate these two existing
resources such as the 'manpower and your program into an overall kind of
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-approach, so that it can be automatically incorporated and it wouldn't have to
ibe two separate proposals.

Mr. JURNAK. Well, the answer to the first part of that question is that the way
;the current weatherization program works, and to a great extent the way many
chore type programs that I am familiar with work, is a blending of resources.
*The funds that we receive for the weatherization program here in the State and,
,consequently, put out to the various communities is essentially materials money.
Under the current rules, at least, we can pay for some transportation costs and
equipment, and so on, but essentially it is materials money. We cannot pay for
the labor costs.

We need a CETA program or some other manpower resource.
In Allegheny County, we are getting a fairly substantial commitment from the

,county now for the program. Beginning the first of July, there. will be a very
.substantial weatherization program in Allegheny County.

Regarding the chore service type activities, that is, in my view, another kind
*of program. I think it is a valuable program. It provides a valuable service.
'You do tend to have a problem occasionally in managing them when you put the
-two together in terms of the goals getting mixed Up, and neither get
accomplished.

That is simply, an organizational issue, I think, and we have had some very
successful operations that do in fact do both kinds of services.

I would suggest that for Allegheny County activities, you contact the Allegheny
County Redevelopment Authority, which is doing the work in Allegheny, and
discuss the issue directly with them. I know that there is a substantial com-
mitment on the part of the commissioners and the redevelopment authority,
both in terms of funds and manpower and the rest of it.

Those kinds of things are very important. The AAA's are the people who have
the money for chore service type activities. Presumably, the Allegheny County
Area Agency on Aging would -be the body that you would have to talk to on

;that one.
Mr. ORIOL. I would like to make a request. As you get deeper into this and you

* encounter more problems or are able to work them out, if you. would let us
know how you are doing it, we would be very interested because we are going
*to make use of every bit of help we can.

For your benefit and for anybody else who wants it, send this to the U.S.
-Senate Special Committee on Aging. It is Room G-233, Dirksen.Office Building,
Washington, D.C. 20510.

Now, Frank Bradley has waited a-long time, as has everybody else.
The last time I saw you was a rather busy and active time in Washington

when you were still fighting the eligibility fight-the means test fight for
title XX.

STATEMENT OF FRANK BRADLEY, ACTION ALLIANCE OF PHILADELPHIA

Mr. BRADLEY. Well, ILhave nothing prepared and I only had about a day's
notice that there was going to be a meeting here today and I was asked to
testify.

During the course of the testimony, a lot of memories were brought back to
.mind and I think I Will be able to make a 'statement 'that would probably be a
lucid one on the basis of the experiences that I have bad.

The first thing that I want to do on the question of the means test-and I am
rather,glad that Senator. Heinz is not here. We would like to praise him publicly
for the job that he did for us on the'means test. The first bill that was put into
the House of Representatives was put in by Senator Heinz, and from that the

-emotion of the Senate was so aroused at what was being done in Peinnsylvania,
and I think on. the initiative of the government of Pennsylvania on the means
test, that that bill was passed by a vote of 383 to 0. So, we want to. say that-we are

.grateful for that.
Of course,. in-doing that, his was the-first bill in. From that first' bill, there

were other things added to it. He was in, a minority-spot at that particular time
'but he initiated the procedure. So, I would like to express the gratitude of Action
Alliance for Senior Citizens.

* Now, I am not a professional..-Iive on~my-iqcome from a pension frbm.West-
:inghouse,. where I worked for close to .50 yeats, from i926 to 1971, and what I
-get in social security. I have often asked myself what motivates.me andftry and
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question myself as to who I am and where I am going and what makes me do the
things that I do. And I think I have finally located myself.

I remember living back in 1918. In 1918, I lived in a house that had no central
heat. What we had in there-and 1917 and 1918 was a tough winter. The pipes
had frozen in the house. To get any water at all, you had to go down the street
where a broken pipe was burst and put a pot under that and bring enough water
back into the house to use from that whatever we had to use.

The toilets, of course, were outside. There was no electricity.
What we did was, they put gas in the gas meters and you put in a quarter

to get that gas. When it run out, what we did was, we had a bed in that par-
ticular room and the three kids would get into bed to keep warm.

My mother then worked and she worked in the municipal court. She made $54
a month and we paid $28 of that out for rent, and we had the other $34 to live
on for four of us for the rest of the month.

Where my father was at that particular time, I don't know. But that is neither
here nor there, but she carried the load of supporting that family. She wouldn't
let us be put in a home.

One of the things that sort of soured me toward religious groups-and I since
see that they are right on the ball as far as fighting these things-at a time when
we had nothing to eat in the house, and I mean nothing to eat, my mother went
to our clergyman and asked him to do something about the children. He said. 'Go
to any charitable organization." I became a little bit embittered about that. So,.
you can understand where I am coming from.

Now, another illustration is the truant officer came to my house one day and
said, "Why aren't you in school?" I said, "Well, my feet are frostbitten and if
they weren't frostbitten, it wouldn't make any difference because I don't have
any shoes to wear."

So, I think that in my thinking, I think there are two things: One, there is
pity, empathy, real sympathy for those people that have to live in those condi-
tions today. Two, I never want to go back to those conditions myself. and I
will do anything necessary to keep myself from going back into those conditions.
I can understand people that get desperate now 50 years later, or nearly 60 years.
later.

One of our members brought it back to mind very vividly to me when she
described, she said, "Well, what we do in this real cold weather is we live in the-
kitchen and we put a blanket up over the door to keep the cold out, throw a
piece of carpet at the bottom of the door to keep it out, and the insulation that
you get would be newspapers in the window that is broke." This was the same
kind of insulation that we had to keep the wind out and keep it at least that much
warmer.

So, I know where I am coming from. I know what I am frightened of. I know I
will go to real desperate situations with the little vigor I have left in me to try
and protect me from that in the future.

On the question of insulation, I know how important insulation is. I owned a
duplex apartment and we had the upstairs apartment in the summertime. It was
almost uninhabitable because of the fact that the heat was so great that the
people weren't able to stay in there. I had it insulated and it was just as good as
the downstairs floor after that. The people were comfortable.

I have had about four places insulated and I think from a business viewpoint
alone, not the saving of energy but a person that is living on social security or
a pension, but from a commercial viewpoint, from a landlord's viewpoint, it is a
good commercial investment to have houses insulated in any way they can.

Now, on the question of the cost of utilities. We made a fight to bring down the
price of utilities against the Philadelphia Electric Co. During that fight we
learned an awful lot about the operation of the electric companies. It seems to
me that with the definition, the definition that was given by Milton Freeman of
what the duties of a corporation happen to be-he is recognized as the apostle
of the capitalistic system in this country. And he said that the sole duty of a
corporation is to maximize profits. In that case. the only kind of a relief we are
going to get from the types of situations that exist throughout the ITnited
States, as far as the utility companies are concerned, is what the government is
going to be able to give us.

What we have done, of course, in Action Alliance can be emulated by other
senior citizens' organizations throughout the country, but In the final action what
we tried to do is get our people to recognize their political power. There are 23
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million of us in these United States, and I know there are an awful lot of Presi-
dential candidates in the past that wanted to get that kind of a vote, those 23
million votes. In the city of Philadelphia, there are 234,000 of us, and we do talk
about the political power of those people. They can use that political power, and
we want to do that. We want to use that political power to let politicians know
and people that sit in high places that the only protection that we are going to get
from utility companies are what the government can bring on them because they
pay no attention to anything but the maxim that I -have just talked about as far
as Milton Freeman was concerned.

What we did learn, we did learn in the fight of the Philadelphia Electric Co.
that, No. 1, that we do pay for the electric bills of the rich. In Philadelphia, the
utility company-and I think my memory serves me correctly, not the utilities,
but the industrial users of electricity use about 59 percent of the electricity. The
population, the ordinary rank-and file citizens use about 38 percent. Yet, we were
paying at that time 5.2¢ per kilowatt hour and those in industry were paying 2.4¢
per kilowatt hour. If they had paid their correct amount, there wouldn't have
been any necessity to get the increase that they asked for by the Philadelphia
Electric Co.

Now, we also found out that as far as the Philadelphia Co. Is concerned, there
is an understanding. And that understanding among the utilities goes from one
side of the country to another. I will call your memory back to 1975 when the
electric company was applying for their increase. They said that because the
people were patriotic, because the people were patriotic and conserved energy,
the consumption of electricity went down. Therefore, the profits of the company
were not as great as they were before and the profits of the company should go
up. Therefore, the need for an increase in the price of electricity.

Well, there was so much of an outcry against that-and every utility company
from Maine to California used the same excuse, but there was so much of an
outcry against that particular type of reasoning that they changed their reason
for a demand and came back with other reasons. And the records are there for
you to look at.

Now, another thing on the cost of the fuel cost. We found out that In the fuel
costs that seven members-and you will find that this duplicates itself in every
utility company across the United States. On the board of directors of the Phila-
delphia Electric Co. there were 7 bankers out of the 11. Those seven'bankers-
some of them were presidents of their bank. We charted out just what they owned
as far as fuel was concerned and fuel stocks were concerned. And each one of
them had hundreds of thousands of shares in fuel companies. We got that in-
formation. If the Senate committee wishes to call on us, we still have that and
we will give you that kind of information. We still have it in our flIes.

Naturally, the Public Utilities Commission in 1972, without a hearing, granted
them the right to impose fuel costs as they needed. In other words, gave them a
blanket OK to go ahead, and they really went ahead. People can't afford to pay
those kinds of prices.

And I think we need a real investigation, and I mean a real Investigation, to
get to the heart of the matter to find out what Is going on there.

Another interesting experience we had as far as the Philadelphia Electric Co.
was concerned is that they were advertising. And I think we have something of
the same sort going on with the oil companies today, who do have a monopoly
also, as the Philadelphia Electric Co. does in the city of Philadelphia. They were
advertising too. We thought that this was a violation and we went to the Securi-
ties and Exchange Commission. What the Securities and Exchange Commission
told us at that meeting was that: Yes, they might-they might make an investi-
gation. If they do make the investigation, we will not be informed as to what is
going on about the investigation nor will we be apprised of the results of that
investigation. So, the places that we went to were not so good as far as relief
was concerned, relief for the people.

I would like you to take that under consideration, take It hack to the Senate
and do the kind of job that you can do. That job can be done if you want to do it.
It is these things that can be used, as far as the evidence is concerned, that can
be used against the utility companies.

Of course, we pointed out at that time that what this was was the actual base
of inflation, because not only were we paying the bills for industry in our cents
per kilowatt hour hut also everywhere that we went, we were charged an in-
crease for those goods upon which the cost of electricity was added.
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Even the city of Philadelphia, according to the Information. they- gave us,-
their bill was $1 million higher because of that one increase in electricity tham
it was previously, which meant taxes had to go up for that. So, I wish that that-
would be investigated.

Now, as far as. inflation is concerned, inflation is at the base of all of the prob--
lems we have in this country today. Every problem that the senior citizen has:
is an economic problem. Their economic needs have to be met. I pointed out to-
Secretary Beal that while they did improve in Pennsylvania from the 21st spot
on social security implementation, they are now up to 11th,: and that is something-
that we didn't have- years ago and it is an improvement, but the State of Penn-
sylvania still has that black mark on it.

And I am talking about human needs. The reason that we have country, the-
reason that we have an industry, the reason that we have banks is to work for
the needs of the population, and they always claim that our system here in the
United States, the free enterprise system, could give more to the people than.
any other system in the world. Well, I think it is the greatest country in the
world but it doesn't do that to the senior citizens. I think that that is a black
mark on our flag because there are other nations that give a much greater
proportion of their national gross income than we do in the United States, as far
as the senior citizens are concerned.

Of course, in education for people.that 'are not senior citizens, this is begin-
ning to fall by the wayside. We are closing schools. The free enterprise system
now, if we look from ocean to ocean, we have got it polluted. The ground is'
being torn up throughout'the Nation and things are getting bad as far as our
environment itself is coicerned. Our hope has to be that people who have the-
power to put legislation into effect for the benefit of our senior citizens, and
all of our citizens, are the people that sit in power in the halls of Washington
and State government throughout the United States today.

The. situation, is growing desperate. You know, there was an article one
Johnny Carson's program a couple of weeks ago. It said'the pric6 of dog food
has gone.up, and also said that. is very important because one out of every four'
senior citizens partakes of dog food.

We had a nun who came here in Philadelphia and made a speech and I think
her resources must have been good. She said that if you want' to find out how
many senior citizens live in any neighborhood, go into your neighborhood grocery
mart and look at the dog food and the cat food section and if it seems to you'
to-be more than extraordinary, or more than enough to meet the canine popu-
lation, aiid so forth, in your neighborhood, you can be sure that that neighbor-
hood is populated with more senior citizens than is usual for a neighborhood.

Now, while these things might sound like horror stories-and they are horror-
stories-they are actual facts and they exist and something should be done-
about it,

Now, Action Alliance of Senior Citizens has been able to do some remark-
able things.

As I pointed out, we had gone along on a lifeline concept, and some of the
lifeline concept goes into existence. You pay so much for the first 500 kilowatt
hours and if you live electrically under those kilowatt hours, then the increase-
doesn't apply. I think that should go greater.'So, we are fighting for a situation
to improve the lifeline procedure.

We had a generic drugs bill passed. That bill is now in operation but we also
know in five other States in the United States that they had generic drug bills
passed. But the pill companies-I know the investigations that you have made
about the pill companies and what you have found out about them-but the 'pillV
companies have been able to manipulate things so that the prices of generic
drugs; which were about one-tenth the price 'of brand name drugs previously,
have now caught up and the prescriptions'are' about the same price. So, in Penn-
sylvania now what the senior citizens' groups have to do is make sure that
those prices are regulated. so that we don't have the same situation here in
Philadelphia.

Now, when we are asking for the things we are asking for, we want you to
keep in mind that we are talking about senior citizens in whom the insurance
companies have invested a lot of money; which is almost a bet, that our road to-
eternity is only going to be for 7 years, from the age 65 to age 72. That is the
actuarial figures thht have been given us by the insurance companies. So, we
are in a great hurry, you know. Each year we live about 15 percent of our-
lifetime. So, what has to be done can't go through the ordinary channels of'



517

Congress, but they have to be speeded up, because we don't have the time to
wait. We only have about seven or eight winters to go through, and I think that
has to be taken into consideration and something has to be done immediately
if there is going to be any relief for our senior citizens.

That is so much as far as my mnemory is concerned. It wasn't a prepared
statement. If you have any questions to ask me, 'I will be glad to answer them.

Mr. ORIOL. Thank you, Mr. Bradley. You gave us a lot to think about. We
seem to be running out of everything, including time. That goes not only on
what we should do before the next winter, but on so many other fronts as well.
I just have a few fast questions.

You have indicated that you had-a successful fight for the application of the
lifeline.approach. There'was some question earlier today about whether.the life-
line has significant benefits. There was also some support for. the peak hour
method of utility setting. -

I wonder if you would comment about both of those approaches and which,
in your opinion, most directly' helps the older consumer.

Mr. BRADLEY. Well, I think most of all, a direct lowering of the rate would
help the senior citizens.

As far as the peak hours are concerned, it is more likely one of the things
that missed their minds at a particular time, but it would be something if the
lifeline rate were guaranteed, because there we would have it. It is not guar-
anteed against sidewalk meter reading. As I characterized it, it is like having
a handful of shot covered with ink, throwing it at the map and where it lands
at that particular time, the bill is increased maybe to five times what the
regular bill was. That has to be watched.

And people that fight on their own just "fight for themselves and- can't- do
anything about that kind of a situation. Action Alliance can because we bring
pressure to bear. Those that we are able to bring pressure to bear for-and
we don't know all of them-in most instances do get their bills rectified.

Now, there was a question, too, of shutoffs in the city of Philadelphia. Our
last year's president was with me at the time we were before Federal court.
At that Federal court it was testified to by a Mr. Hubbard-and I think my
memory is correct, and I only have my memory to guide me-that there were
19,000 shutoffs of gas in the city of Philadelphia the preceding year to his tes-
timony. So, it is an acute situation.

I would say that gas is the last thing to be cut off in an emergency because I
have seen during the depression the houses in the poor neighborhood that I lived
in in the southwestern portion of Philadelphia where the lights really went out
and sometimes you would see candles or oil lamps, but they had to have gas
for cooking when they were able to have gas. I don't want to see that come back,
but that kind of a situation can exist. Gas should be the last thing shut off. :

I think on a comparison of the 19,000 that you owill probably have, there will
probably be a few more as far as electricity shutoffs are concerned. I would
prefer that the lifeline be the guiding motive.

Mr. ORIOL. Do you have any recommendations on fuel adjustment clauses? We
have had a difference of opinion on that too.

Mr. BRADLEY. Well, as I told you, in the State of Pennsylvania, utilities have
a free hand, as far as their fuel adjustment clauses are concerned. It went into
operation in 1972, I think, when they were given that free hand without a hearing,
and we also protested.

I was around when the Public Utilities Commission was put into operation.
That was in about 1937, and I remember Governor Pinchot making a speech at
that time, and what he said at that time-and I haven't been able to find
this fact out yet. In all of our hearings, I haven't heard it said by the company.
At that time he said that the electric which costs us 4¢ per kilowatt hour de-
livered to our homes only cost the electric company one twenty-eighth of 1¢ to
do that. Now, I know that the figures have changed since that time, but I do
know from knowing a little bit about the manufacturing process in the Westing-
house Co., I know that the Westinghouse Co. in the plant that I worked in, their
annual turnout for producing electricity was 17 megawatts per year. In 4 years,
they increased that to 68 megawatts per year, with less labor cost in it than it
was previously.

So, their cost of obtaining equipment, even under inflation, I don't think would
be that much greater. There are ways that they can cut down. We could give a
whole breakdown of what the costs are to the electric company.
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They have one thing that used to burn me up, and that is trended costs. What
are trended costs? The company could have-I remember the depression and
companies going broke from selling stock on this same basis. Philadelphia Electric
Co. could buy something 10 years ago for $100,000 and then by trended costs,
which would be inflationary costs up to a particular date that-and my time
limits may not be correct. They would add what it would cost to build that same
building under the inflationary costs today and then ask that their rates be
based on that trended cost. And there are other things too that they used.

The Philadelphia Electric Co., when it goes before the Public Utility Commis-
sion, doesn't come there only with their own experts. They hire other engineering
experts from outside. And when you go in there, literally there are tons of
documents on the various tables, you know, waiting to be read. Those things
go on interminably. Not only that, but while they are giving testimony for this
year's 'increase, the same engineering company is compiling documents to justify
an increase for the next year.

I am reporting to you on the basis of a 69-year-old memory. I think it is good
on the general points in my testimony. I would be willing to bet up -to 100, you
know, that they are correct.

That is the answer to your question. I think the lifeline concept would be the
best.

Mr. ORIOL. I will just ask you to stay there a few more minutes in case Mr.
Rust or Mr. Corwin have any additional questions.

Let me ask whether anyone else would like to take the microphone now for
comments, questions, or whatever?

[No response.]
Mr. ORIOL. I know it is customary to thank people for being patient but I would

like to thank you for being so interested and sitting and hearing everything that
was said.

If there are no questions, thank you again, very much.
Mr. BRADLEY. Thank you for the hearing.
Mr. ORIOL. We are delighted that Senator Heinz suggested that you, as an

Informed consumer, should be in the wrap-up panel.
Mr. BRADLEY. I thank Senator Heinz for that.
A suggestion has been made to me-and I think it was a good suggestion-and

that is when the Governor's Conference on Aging meets next year that you try
to have a session of the various things that concern senior citizens, have sort of a
forum.

Mr. ORIOL. Thank you very much.
We will certainly follow up on any recommendations made and we will attempt

to keep the Senate informed on the urgent subject which was discussed here
today.

Thank you very much. [Applause.]
[The session was concluded at 12:30 p.m.)
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