LIHEAP ALLOCATION FORMULA
Hold Harmless Explanation

Section 2604(a) of the LIHEAP statute (Public Law 97-35, as amended) provides direction as to how funds appropriated for the Low Income Home Energy Assistance Program (LIHEAP) are to be allocated to States.    

For FYs 1982 through 1984, LIHEAP funds were allocated based on the percent of funds each State received in FY 1981 under the Low Income Energy Assistance Program (LIEAP), the predecessor to LIHEAP.  This is known as the "old formula", and the State allocation percentages never change.  For FY 1985 and thereafter, funds are to be allocated based on the percentage which expenditures for home energy by low-income households in each State bears to the expenditures for home energy by low-income households in all States, except that, no State is to receive less than it would have received in FY 1984 at a funding level of $1.975 billion.  This is known as the "new formula" with "hold harmless" provisions.  The State allocation percentages are updated and recalculated each year.

-------------------------------------------------------------------------------------------------

The following example illustrates how hold harmless works, after the final state allocation percentages are determined in column BW of the new allocation formula database 

(file: NDB-2001.xls). The explanation is to be used in conjunction with the Excel spreadsheet 

(file: HoldHarmless-Example.xls) that illustrates this example, and includes three worksheets labeled (a) before, (b) factor and (c) after.

Example:  $2.1 billion LIHEAP appropriation in FY 2001.  We run the new formula and obtain initial percentages for each state (column BW).  Because the appropriation exceeds $1.975B, we are required to apply the "hold harmless" provision.  The hold harmless formula contains the following columns:

Columns

    A

List of States
    B

"old percents" -  FY 1984 percents 

The 1984 percentages, otherwise known as the "old formula" percents.  These percentages are use to allocate funds whenever block grant appropriations are $1.975 billion or less.

    C
"floor" -  FY 1984 Allotments at $1.975B
Old percents applied to appropriation of $1.975B--no state can receive less than the amount they receive in this column (by statute).
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Columns
    D

"ceiling" - FY 1984 Allotments x 1.5
Floor amounts multiplied by a factor of 1.5--see explanation, which follows

    E

"new percents (%'s)"- FY 2001 Percents
The "initial percentages" -  the end result of the 75 column formula calculations (column BW)

    F

"new % amounts"-- Home Energy Percents x $2.1B
New %'s applied against an appropriation of $2.1B

G, H and I
After Column F, formula is figured so that states will get either one of the amounts in--


Column  G -- "ceiling amount" - states being capped to fund floor for losers

Column  H -- "floor amount" - states being held at floor amounts


Column   I  -- "new percent amount" - states getting their percentage of home energy $

     J

FY 2001 Allotments


Final amount each state gets under a $2.1B appropriation (with hold harmless)

--------------------------------------------------------------------------------------------------------------

BEFORE (Worksheet 1)

Column D--the ceiling amount:  you must manipulate numbers to get to the right factor and obtain the correct "ceiling amount" for each state (column D). The formula for column D is:

=ROUND(C#*$1$64,0).

The "#" in the above formula is the line number for each state.  As a starting point, we put a figure of 1.5 into column I, cell 64 (I64), though this isn't the correct factor.   

Note that under the grand total in J62, there is a negative number in J64 that reads (124,063,629). This figure is a result of the formula in J64, with the amount in J62 being subtracted by the amount in F62 (=F62-J62).  From the $2.1B appropriation, the total of all states' "home energy expenditure" allotments equals $2,069,393,661 (as shown in F62, which is the amount to states after taking out funds for territories, leveraging, and T&TA--but before tribal allotments are calculated).  The total in J62 also has to equal $2,069,393,661--the same total in F62.  In order for the totals in columns F and J to equal each other, we have to come up with a factor in cell I64 that when applied to each of the states in the column D formula will get us to zero ("0") in J64. 
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In other words, the total of the states' allotments in column J under hold harmless is compared to the total of the states' home energy percentages in column F.  If J64 is a negative number--which it is in this example--we would be giving out too much, which means we have to "lower the ceiling" in column D.  If the figure were positive in J64, then we would be giving out too little--so we'd have to "raise the ceiling".  We do this by manipulating the "ceiling factor" in cell I64, which will affect the state figures in the formula in column D.  We use 1.5 as a starting place, but know that the ceiling factor will ultimately be lower than 1.5 since the figure in J64 is a negative number.  We have to get to an 8 to10-digit after-the-decimal number as our ceiling factor.  The total amount available for grants (column F-cell F62) minus the total final allotments (column J-cell J62) is contingent on manipulating the ceiling (cell I64 for column D) to equal zero ("0") (the result showing in J64).

FACTOR (Worksheet 2)
This worksheet shows the final result after manipulating cell I64.  It's a trial-and-error process that occurs to get to the exact figure since you must isolate and expand the decimal places several times until you get to zero ("0") in J64.  Finally, we arrive at the correct "ceiling factor" of  "1.190684924".  See the series of calculations to ultimately determine the correct ceiling factor.

AFTER (Worksheet 3)

When you pop "1.190684924" into cell I64 , the column D formula is executed and results in state allocations totaling $2,069,393,661 in cell J62, the same total figure that's in cell F62.  You will see that J64 now equals zero ("0"). Column D now provides the correct ceiling amount for each state.  Column G lists 19 states that will receive a share of the $2.1B appropriation based on their ceiling amount, which is reflected in the final outcome in column J.
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