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~ UNITED STATES DEPARTMENT OF AGRICULTURE 

Food and Nutrition Service 
Washington, D.C. 20250 

ACTION BY: State Agencies 
FNS Regional Offices 

Food Stamp Program 
Standard Utility Allowances 

Require-oonts and Methodologies 

PURPOSE 

FNS NOTICE 79-47 

'Ih1s Notice reminds State agencies of the requi~nts of the Food Stamp 
Program Regulations and suggests guidelines for develo~nt of standard 
utility and/or telephone allo~ces by presenting examples of some of the 
rethodologies used by States to develop :these .allowances. While the 
regulations are quite specific en the· eleilents. that IID.lSt be included in 
the standard utility alloW8:Ilce, State agencies are allowed .considerable 
latit~de 1n establishing the methodology for determin1.ng the standard. 
In this context, there is ro "r1ght way" or ·1iwrong. way.1r to establish a 

· standard. '!he standard _utility allowance is designed to ne.ke the Program 
rore accessible to oouseholds, . ease the furden on the eligibility ""°rker 
1n corrput1ng the shelter costs deduction, and reduce the quality control 
(~) error rate for the utility cost component. In setting the amount of 
the standard, the State agency should try to strike a balance between 
administrative simplicity and allowing oouseholds _to claim a standard 
that is s1gn1.f1~tly higher than the utility costs they actually incur. 
Our intent here is to present methods which are simple to apply and are 
reasonably-accurate. Regardless of the nethod chosen, State agencies 
rwst- still del!_Onstrate to FNS tha"t any standard utility allowance 
accurate!_y reflect~tJ:he actual costs to food stamp houseno1as · and is set 
at a level that will act ua.11.y- l ead ·1;o· a-reduction- rn-tneOO -erroTrate. 

II R)LICY 

State agencies are required to develop and implement an FNS approved 
standard utility allowance by October 1, 1979. All standards currently 
1n !use 'nh1ch were approved under forner section 271.3(c)(l)(iii)(h) are 
subject to review for canpliance with the new ~ations. '!he i;::olicy 
restated in the following paragraphs is found in section 273-9(d) ( 4) ( 111) 
arxi (5) of the regulations. W~ have identified belo~ those el~nts that 
State agencies IWSt include in developing the standard utility allowance i~;·arxi those 'nh1ch they 11ay implenent at their discretion: I 

i 
i

A M:mdatory elerrents . State agencies are required to consider \.the foll owing eleirents 1n developing the standard utility allowance: 

DISTRIBUTION: EXPI RA Tl ON · 

AD,F3,F4,W October 1, 1979 
RESPONSIBLE FOR 
PREPARATION ANO 
MAINTENANCE: 
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(II A) 

1 Types of Utilities . The State agency rra.y develop either 
individual stancla.rds for each expense or are standard cover~ all 
expenses. If a single standard is used, the telephone allowance nay be 
broken out as a separate item for use by households incurr~ telephone 
costs, but which are not entitled to claim the single standard. All 
utility standare1S shall include the following types of expenses: 

a Heating ana cooking fUel, e.~., natural or bottled 
gp.s, coal, fuel oil, or electricity; 

b Cooling and electricity; 

c water and sewage; 

d Garbage and trash collection; and 

e Basic service fee for ooe teleµx>ne, including tax 
on the oosic fee. 

2 Amual Update. 'Ihe State agency shall reView the standard 
utility allowance and the telephone allowance, if any, at least annually 
and adjust these allowances as rvacessary to reflect changes 1n the cost 
of the utilities. 'Ihe aroount of each update, as well as the reView 
schedule and the .rrethod used to update the standard, is subject to FNS 
approval. State agencies rra.y wish to tine the annual update of the utility 
standard to coincide with the annual Federal adjustnent of the naxinnml 
limit en the dependent care/shelter deduction. 

3 Seasonal Variation. The standard utility allowance shall 
vary seasonally, unless the State agency can daoonstrate to FNS that such 
variations are not ...arranted. If the State agency can show that the 
t erli)erat ure range and other cl1nB.tic !'actors do not cause the cost of' 
utilities to vary significantly fraa seascn to season, then a year-
round standard nay be used. 'Ihe seascnal. variatioo shoold be established 
for the heating and mnheating seasons, at a m1.n1nn.ua. AdditiCl'lal variations 
are at the discretion of the State agency. The telephooe standard 1s oot 
subject to this provision. 

B Optional El nts . State agenc ies rre.y wish to con.side r , but are 
not required to use , the following elements in developing the standard 
utility allowance: 

1 Cptional ariations . In addition to the required seasonal 
variation, the State agency rra.y wish to vary the standard utility allowance 
or the telephone standard, or both to take into consideration such factors 
as: 
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a Ueogra.phical differences, e.g., separate standards 
for northern or southern parts of a State or for inland or 
coastal areas; 

h Types of utilities prectaninantly used 1n different 
areas within a State, e.g., natural gas for heat 1n cne 
area, but fuel oil or electricity 1n others;, 

C 'fype of dwelling used by the household, e.g., one 
standard for apartmants, another for single famlly dwellings; 

d Household size, e.g., a different standard for ea.ch · 
household size or ~e of household sizes; or 

e 'Ihe IIDnth of application and number of m:mths the house-
hold is certified for. 

2 Inter"irn Updates . Even though State agencies are required to 
update the standard utility allow-clI)ce cnly once a year, State agencies nay 
wish to provide a rrechanism for an interim update of the standard 1f an 
unexpected increase 1n utility rates or sare other factor causes increasing 
numbers of households to abandon use of the standard and begin to claim 
actual, higher costs. In addition, the State agency nay elect to change 
the rethodology used to compute the standard utility allowance. This change 
can be done at any time during the year, although the State agency nay wish 
to tir~ any change 1n rrethodolobY to occur at the required annual update. 

3 Optional Telephone Standard. 'Ihe State agency nay develop 
a rrethod, subject to Ft~S a!Jproval , for calculating a nendatory telephcne 
allowance for use 1n conjW1ction with a s1.ngle utility allowance or as the 
standard allowance for the teleJXlone 1f t,tie State has separate standards 
by utility. In States with a single utility allowance, the telephone 
allowance would apply to households which are not entitled to cla1m the 
single standard, but which, nonetheless, incur separate telephone expenses. 
'Ihe State agency may nandate use of the starrlaro. telephone allowan:!e even if 
act ual costs are higher. 

'Ihe State agency may develop the standard telephone allowance t.h.rough the 
use of quality control data or by simply determining a State-wide (project 
area-wide) average of basic service fees for one telei;hale, plus any tax 
on the basic fee. 'lhe State agency nay wish to weight the average 1n favor 
of the largest number of households paying a particular.rate, 1f this 
inforuation is available from teleixxne comµmies or public utility 
coomissions. 
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(II B) 

4 l\'bnitori..nc; Use of the Standard. Use oft.he standard utility 
allowance is des~e to re uce the error rate and to reduce adm1n1stra-
tive complexity. State agencies (especially those which have rever used a 
standard utility allowance) should IIDnitor the use of the standard versus 
use or actual higher costs cl~d by households. If a lar~e number of 
nouseholcis are claiming actual expenses and the QC error rate persists, 
the standard is not adequate and its v-d.lue is lost. Use of the actual costs 
will be picked up throu~h QC reviews and should be reported tot.he unit 
within the State agency responsible for developir16 and updating the standard 
utility allowance. 

III EXAMPLES OF MEI'HOOOLOGIES 

Attachments 1 through 3 to this Notice are examples of nethodologies developed 
am. used 1n COlora.do, New Hampshire, -.nd Texas. FNS reviewed the methcxi
ologies used by all States with appruved stan:ia.rd utility allowances ani 
found these to be fairly representative of the approaches followed by the 
majority of States. 'lbe Attach'llents give infornation oo. data gathering 
techniques and data sources, and illustr-dte how various options as well as 
rrandatory seasonal variations are incorporated. 

'lhe Colorado nethod (Attacment 1) uses aver-c:tges fran utility providers 
and incorporates regional usage and taxation variations, as vell as 
inflation rate factors. In sare instances, averages are weighted 
according to utility providers, regions, and populatioo served. No 11Bthod 
for updating the standard is specified; however, it is clear that the data 
base developed by the State could be recomputed to factor 1n either 
inflation or rate increases. 

'lhe New Hampshire nethod (Attach'rent 2) uses a IIDdel constructed using 
dee5ree days and average heating costs, adjusted for inflation. For non
heating electric costs, the average usage per houseoold and the cost per 
kilowatt hour was deternd.ned and adjusted for inflatioo.. 'lhe rerraining 
expenses were determined fran QC data. 'Ihe nethcxi includes a statenent 
that standard aroounts will be updated annually us:int; the Heat and 
Utilities Index. 'lhe household's standard is based on t.he IIDnth of 
application and ru.JJuber of IIDnths in its certification period. 

The Texas nethod (Attacll[jent 3) uses QC data adjusted for inflation. 'Ihe 
State has set out t;o establish by analysis of data the optimum percentage 
of oouseholds that should be able to use the standard allowance. 'Ihe 
method includes a formula f'or updating the standard using the Utilities 
Price Index. States are warned that the Texas mathod requires saie 
fairly complex calculations and probably should not be attempted unless 
sophisticated autaratic data processing equiµrent is available. 
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It is possible that State ~encies nay wish to adopt other methods to 
address unique conditions found in their States; however, we thought the 
exainples cited wtre pirticularly well-stated and easy for other States to 
adopt. In addition to the t:1>Uidance in the Attachments, State ~encies 
should consider the follo~: 

A Decidi.% on MethodoloKY. The three examples cited 1n the Attach-
1nents represent a cross secti on of techniques used by a naJority of State 
8bencies. Without attem1,>t:ing to favor one nethod over another, we want to 
1nake sone obseNations conce~ the use of the nethods. 

'Ihe sor.ewhat limited data we have available s~est that patterns of 
utility use am:mg the food stamp population do not differ significantly 
from tnat of the 6reneral population; therefore , average residential user 
costs supplied by utility companies (and rlDCiels constructed fron rate and 
t~rature data) rra.y be used to develop standard utility allowances. 
However, States are cautioned that the use of raw unadjusted ave~es and 
usaoe 1o::xiels might not result in the goal of administrative ease or 
reduction 1n error rates if too few households claim the standard. We 
s~est that State agencies use weighted (by region and population) 
averages or explore the use of roodal, rather than nean, f~es, if such 
infomation is available from utility companies and will result 1n a 
standard that can be used by r.ore households. 

If, on the other hand, the State agency uses QC data, it nay be possible to 
estina.te with greater precision the number of households which will be 
able to use the standard. In setting the amount of the standard, the 
State agency should attempt to strike a balance between administrative 
simplicity and allowing households to claim a standard that 1s significantly 
h4)1er than the utility costs they actually incur. 

B Uµla e Me thodolot:S;Y . Ideally, the State agency will submi..!._the 
methodology· to ~ _I.I$~ to uake the required annual up::late at the sane tine 
it submits the standard. utility allowance for approval. To uj:date the 
standard, the State agency nay recompute the standard. by factorirlb in the 
latest !""dte :increases or Stat e-level utility price indices based an the 
rate of inflation, or by simply adjusting the single standard amount by 
the latest possible COl'ilposite utUity price indices. 

C Individual Standards. Before deciding to develop individual 
standards for each utUity, the State agency should determine if a signifi
cant number of households incur sane, but not all, of the utility 
expenses that would entitle them to claim a single standard. If the 
State agency finds that a najority of households do incur rrost of t.he 
expenses that would be 1ncluoed in a s~e standard utility allowance, 
then it nay prefer, for simplicity's sake, to adopt a single standard. 
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(III C) 

If the State agency does adopt separate standards for each utility, the 
household nay clairu the standard for scxre utilities, but claim higher 
verified costs oo others that exceed the standard. 

D Rounding. We rec001rend that., State agencies establish standard 
utility allowances 1n whole dollar aioounts to decrease the possibility 
of errors 1n calculations, especially 1f individual standards for ea.ch 
utility are used. To get whole dollar aioounts, the State agency rray 
round by dropp~ cents or by rounciing up or down to the nearest whole 
dollar. 

N IMPID1ENI'ATICJH XHNJULE 

'lhe following actions n:?ed to be taken to 1mplerrent the standard utility 
allowance regulation oo schedule: 

A State Agency Action. Stat e agencies shall either update utility 
standards approved under the former regulatory requirenEnts or develop 
entirely new standard utility allowances by October 1, 1979. To neet this 
deadline, State agencies should submit for approval proposed standard 
utility allowances, including appropriate supporting data and Justification 
for use of a year-round standard (if necessary) to Fl~S Regional Offices 
by mi.a-August 1979. 'Ihis will allow sufficient lead ti.roo for F1~S approval, 
any necessary computer prograimring changes, and distribution of 
instructional rraterial to local offices. State agencies that fail to 
implement the provision as required by October 1, 1979, nay be subject to 
warnings and sanctions tD1der section 277 of the regulaticns. 

B FNS Hegional Office Action. ms Ret9-onal Offices shall provide 
State agencies with the technical assistance rrentioned 1n Section V, below. 
Any requests for assistance from Washington, D. c. staff shall be directed 
to the appropriate ~onal br-&lch 1n the Perfornance Reporting Division. 
No later than August 31, 1979, each Regional Office shall provide an 
1mplerrentation status report to the Director, Perforrrance Reporting 
Division. '!he report shall include a list of the States with standard 
utility allowances approved lD1der the current regulations, the status of 
States that do not have an approved utility standard, and recoorrendations 
for further technical assistance or other appropriate action ~rding such 
States. 

V REQUESI'S FOR 'IECHNICAL ASSISI'ANCE 

Fi-JS is prepared to offer State agencies technical assistance in developing 
standard utility allowances or in updating existing standards. Technical 
assistance includes help with developing statistical techniques and a 
sampling plan prior to data @thering; review of statistical rrethods and 
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resulting figures for accuracy and validity; and infernal. review of 
standards prior to fornal. sunmission for apµroval. FNS Re~ional Offices 
will evaluate the requests for assistance and assign staff as appropriate 
to work with the requesting State. State agencies should rrake their needs 
known to the Regional Offices as soon as possible. 

Alberta C. Frost 
Acting Deputy Admin1stratar 

for Family N.ltrition Programs 

Attachnents 
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S'rANDARD llrILITY ALLOt/AHCE\ 
l Colorado Methodology 

!
,'i 
I 

I GAS 

I 

Public Service~ of' Colorado (PSCC) provides gas service to sooe 80) percent of Colorado residents. Ave~e nonthly charges for ~ for Denver 
I rretropolitan area residential custaiers, cl.cijusted for rate increases through 

June 197~, are shown below. 'Ihese figures do not include franchise or 
sales taxes. 

I
/ 

January $33-90 
February 36-70 
March 32.90 
April 21.70 
May 18.1)0 
June 13.50 
July 7.20 
A~t 6.80 

I September 7.20 
) October 9.yo( November 17.60 

December 21).10 

'Ihe average charge for April through October was ~12.17 and for November 
throajl M:i.rch $30.04. 

'Ihe PSCC estimates that: 

67 percent of their custaiers paid the average rates shown above 
(Denver rretropolitan area) 

paid 2 higher rates (Pueolo 

17 percent pa.id 4-5 percent higher rates (area north of Denver, 
including Boulder and Fort Collins) 

4 percent pa.id 4-5 percent higher rates (San Luis Valley) 

4 percent paid 22 percent higher rates (Mountain areas/Western Slope) 
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'Ihe above breakdown of the rates µud gives us the average rates shown in 
the table which follows. 'me t"dtes are the basic rates as of June 30, 1978. 

MONTHS 
Percen age of resi dential 
average charge ind i cated. 

custorrers \':ho pay r,verage for 
State 

67% 8% 21 % 4t 
April-October 

ov. -i~arch 

$12 . 17 

30.04 

$12.41 

30.64 

$12.72 

31. 39 

$14. 85 

36. GS 

$12. 41 

30.64 

'Ihe base rate for ~ was increased by 3. 4 percent oo August 23, 1~78 and 
P.SCC's ~;or wholesale supplier increased its rates by approx1ma.tely 17 
percent - on October 2, 1978. Cities and towns 1mpose franchise t.axes 
of 1 to 3 percent. Incorporating these increases and us:1ng 2.5 percent 
and b percent as representative values for franchise and sales taxes, 
respectively, we get: 

April - October 
$12.41 X 103.4% X 117% X 102.5% X 106J = $16.31 

November - March: 
$30.64 X 103.4% X 117% X 102.5% X 106% = $40.27 

II ELEC'IRICITY 

Public Service Company of Color~do (PSCC) supplies electricity to 585,000 
residential custarers in the Denver metropolitan area, Br'ighton, Br-ean
field, Boulder, and the Western Slope. 

'Ihe average rronthly basic charbeS for their 497,000 custorrers in the 
L:enver rretropolitan area, Brighton, Broomfield and Boulder, adjusted to 
reflect rate increases through June 1978, were as follows: 

1/ 'Ihe increases for the Western Slope and the San Lu1s Valley were con
siaerahly sna.l.ler but this fact was not taken into account because of the 
small proportion of custcmars resid:tng in those areas. 
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f'ibnth OC' Average 
r-t>nths .Am:>unt 

January $17-30 
February lb.4O 
Mir-ch 16.40 
Apt'il 14.70 
May 14.00 
June 14.10 
July 14.50 
At1e,-ust 15.20 
September 15.20 
October 14.00 
November' 14.30 
~cember 16.70 

April - October $14.53 
November - March 16.22 

PSCC's basic rates for their 88,000 residential custorrers who live en the 
Westem Slope average 9 percent higher than the rates given above, as

( (_ follows: 

Aver8t:;e 
Jvbnths Am::>unt 

April - October $15.84 
November - March 17.68 

PSCC 's base rate for electricity (other than for heating) was increased b:, 
3.2 percent en August 23, 1978. Franchise and sales taxes applicable to 
Denver retropolitan and nearby area custarers are 2.5 percent and 6.0 per
cent, respectively, while the corresponding taxes applicable to Western 
Slope are 1.5 percent and 5.0 percent, respectively. 'lhe base 
rate increase and franchise and sales taxes raise the average as 
follows: 

For the 497,000 custarers in Denver rretropolitan and nearby areas: 

April - October 
$14.53 X 103.2% X 102.5~ X 106.0% = $16.29 

November - March 
$16.22 X 103.2% X 102.5% X 106•• 0~ = ·$18.19 

{ 
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For the Bb,000 cust~rs residing on the Western Slope: 

April - October 
$15.84 X 103.2~ X 101.5% X 105.0% = $17.42 

November - March 
~17.b8 X 103.2% X 101.5% X 105.0% = $19.45 

'Ille Southern Colorado Power Company proVides electricity to 57,000 
·, resident1al custooers 1n Pueblo, Rocky Ford, Ordway, Westcliffe, Penrose, 
I Florence, canon City, Cripl)le Creek, and Victor. 'Ihe average nonthly/ charges (1nclud1.ng all taxes) are as follows:I 

I M:>nth or Aver-dge 
I
/ Months Ar.Dunt 

January $20.32 
February 19.5b 
Mil'ch 18.48 
April 17.04 
M3.y 15.88 
June 15.76 
July Ui.52 
Al.JbUSt 18.84 (September 17.28 
October 15.84 
November 15.Sb 
December 19.20 

April - October n1.02 
November - March 18.62 

'Ihe Intenoountain Rural Electric Association (IREA) services 23,000 house
holds in 9 counties ea.st, south, and west of Littleton. 'Ihe average 
mnthly basic rates they were able to proVide are limited to charges for 
the rronths January through August 1978, as follows: 

January $11.44 
February 11.30 
M3.rch 10.85 
April 9.44 
r.ay 8.48 
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( 

June 7.60 
July 7.20 
AUe,ust 7.16 

Total - January - A\.lbust ~73.53 

'lhe January through A~-ust total represents 59. ~8 percent of the total of 
the COt'respond:1.ng PSCC basis f4,ures shown on page 3. Assurn:tne; the ~ 
relationship between the two series throajlout the year, the average IREA 
basic rates bee~: 

April - October 
November - March 

Increased by 4.0 percent for estinBted franchise and sales taxes, the rates 
for IREA's 23,000 custarers becooe: 

April - October $ 9.01 
November - March 10.12 

To obtain composite stateWide averages, average charges for the four groups 
of custooers were weighted by the rurnber of custcxrers served to arrive at 
the folloWing figures: 

i ( (( 
April - October $16.25 
November - March 18.11 

III WA'IER 

Average annual charges for water service for residential cu~tooers ~re 
obtained from the Denver Water Departroont, the 'lhornton Utilities Depart
rent, and the Boulder Water Utility. 

WCATION 

Denver 
Littleton 
Aurora 
Westrn1nster 
I:akewood 
Colorado Springs 
Arvada 
Pueblo 

E'SI'IMATED 
AVEHAGE 

ANNUAL CHARGE 
1~75 POP\Jl.ATI~/ 
( 1n thousands)-

$110 488 
126 28 
139 118 
149 24 
185 120 
156 180 
126 74 
137 105 
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WCATIOH 

Grand Junction 
I..o~nt 
tl'lblewood 
'illornton 
lJorthglenn 
&:>tJlder 

AVERAGE 
ANNUAL CHAHGE 

121 
114 

95 
156 
156 

7b 

ESTIMATED 
1Y75 POPULATI~/ 
( 1n thousands )-

28 
32 
36 
25 
35 
79 

'lhe weighted average charge for water services is $129.01 per year or 
$10.7? per rronth. 

ESTIMA'IED 
AVERAGE 1975 POPULATI~/

WCATION ANNUAL SEltlAGE CHAHUE (in thousands)-

Cenver 
;:,J.ttleton 
Allt'Ora 
Westminster 
I.akewooa 1233 
Colorado Springs 
Arvada 
Pueblo 
Grand Junction 
I.o~t 
~ew00<1 
'Ihomton } 60 
Nort~enn 
Boulder 79 

'lhe weighted averl:ige charge for sewage service is :i,49.08 per year, or 
$4.09 per rrontn. 

2/ U.S. Blreau or the Census, Series P-25, No. 654, issued May 1977. 
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N 'IELEPHONE 

M::>untain Bell's nonthly rates for urban flat individual line residential 
services are as follows: 

Ex.change Monthly Charge 
Rate Group ( including sales taxes) 

I $6.61 
II 7.28 
III 7.95 
N 8.62 
V 9.29 

Rate g;roups are keyed to the size of the area served by the exchange. 
Inasmuch as the bulk of the State's p::>pulation is concentrated 1n areas 
charged. the highest two rates and particularly 1n areas charged the highest 
rate ($9.29), the standard for telephone service is set at $10.00. 

V 'IRASH/GARBAGE OOLLFCTIUN 

Charges for residential tra..s.tv'e:;a.rbage collection were found to ave~e 
$3-75 per nonth. '!he standard for this service will be established at 
$4.00. 

I, 
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STANDARD lh'ILI?i ALI1MANCE 

New Hampshire MethodOloSY 

I HEATING COOTS 

A 'Ihe nurnber of heating degree-days per .rrnnth was determi.rm fran 
the 30-year average of heating deg~ys in New Hampshire - as supplied 
oy U.S. Weatner Service. A degree-day represents the degree dti'ference 
between the rrean daily outdoor temperature and the standard teuiperature of 
65°. (Ir the rrean daily outdoor temperature for January 1 equaled H:i0

, 

then 65° - 18° = 47 degree-<iays) 

B 'Ihe average cost of heating per degree-day is $. 203442. 'Il11s 
was determined fran the heating cost for a 6-rionth period of a sample 
~roup of households. 'lhe average cost per household was then divided by 
the number of degree-days occurring in the same fHoonth period. 'Ille 
result was then updated to allow for inflation. 

II tLEC'IRICITY 

A 'Ihe average residential usae;e of electricity (not including 
si;ace or water heating, which is already included 1n the heat~ costs 
above) was obtained from the Public Service Company of New Hampshire. 

B 'Ihe cost per kilowatt was then updated to reflect the 17 percent 
rate increase effective 1n December 1977. 

C 'Ihe average nonthly cost was then detemdnea. 

470U Kilowatts (average yearly usage) 
x $.0622 (Current residential rate) 

~292.34 + 12 rrontlls = $24.36 per rwnth 

III 'IELEPHONE 

'lhe average cost for basic telephone service and tax was calculated from 
figures available 1n the quality control reviews of January 1977 through 
June 1977. 
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N WATER, Sl!lvER AND 'IRASH 

'Ihe flbures are a composite average of all hares paying a separate cost for 
water, sewer or trash according to available data in quality control reviews 
of January 1977 through June 1977. 

M:MlfilY urILITY cosrs 

J\k>nthly utility costs for the average householJ were then calculated. 
MCUIH D:::caz:.- X Ell COST = H::...: + :-T .,.tT?.!CI~ + 7!1 .. -:tc~~ + -.·-...;3., ~--a = r.!t:::-Y 

DilS PER DEG?~ + n.;.;:: ccs.: 
DJ.I 

J'J.BtI.U!% l376 X $ .203442 =$279.93 + $24.36 + $9-78 + $9-37 ~3,2~.+:. 
n2!UWI.I 1187 X .2031+!+2 = 241.48 .,. 21+.36 + 9.78 + 9.37 = ,e4.;9 
MABCH iaii. X .203442 = 206.30 + 24.36 + 9.78 + 9.37 =21+9.S! 
Al'!UL 624 X .2031+42 = l26.94 + 24.36 + 9.78 + 9.37 =170.45 
MAI Jl.5 X .2031+42 = 64.CS + 21+.36 + 9.78 + 9.r, =107.;9 
JmlE 58 X .203442 = :u..79 + 21...36 + 9.78 + 9. -r, = 55.30 
JlJU 16 X .203442 = 3.25 + 21+.36 + 9.78 + 9-!1 = 46.76 
!17Cn1ST 1+5 X .;03442 = 9.l5 + 21+.36 + 9.78 + 9-TI = 52.66 
SE?l'!:GE:a 181 X .2031+4.a = 36.82 + 21+.36 .,. 9.75 + 9.37 = 8o.33 

1:Jl 487 X .2034-l-2 = 59.07 + 24-.36 + 9.78 + 9.37 =l"-2.58 
.:~ 8o5 X .2034-l-2 = 163.77 + 21+.36 + 9.78 + 9.37 =2crr.28 .) )

DEC~ l246 X .2031+1..2 = 253.:..S + 21+.36 + 9.75 + 9-37 = 296.·19 

VI srANDARD lJrILITIES ALI..OtJAHCE TABLE 

A 'Ille utility cost was then rounded off to obtain the standard 
utility cost for each rronth. 

B To detennin~ the standard utility allowance, the rronthly utility 
costs would be averaged to establish a Table that would talce into account, 
at a minimum, heating and nonheating seasons. 

NOIB: 'Ille Table developed above 1s for use ooly for those households 
incurring heating costs separately from rent or mrtgage expenses. 

VII J'vDDIFIED SI'ANDARD UTILITIES AILOWANCE 

A For those oouseholds incurring utility expenses, but mt heating 
costs, separately frau1 shelter expenses, a rrod1f1ed standard was calculated 
as follows: 
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$24.36 (electricity) 
9.78 (telephone) 
9.37 (water, sewer, trash)

$43.51 average rronthly utility cost 

B 'lhe average rrnnthly utility cost is constant for each m:::>nth of 
the year. 

VIII ANNUAL REVTh)J 

A 'lhe Standard Utility Allowance Table and m::xlified allowance will 
be reviewed annually. 

B 'lhe U.S. atreau of Labor Statistics' "Heat and Utilities Index," 
published in January of each year, will be used to up::iate the figures. 

) 

;· 
I 

I 
'i 
i 

Fage 3J 5-25-79 



( 

~-
'i 

- Ij\
i 

I 
I 

I 
/ 

) 

FNS NCTICE 79-47 
KiTACHMENT 3 

.:>'TANDARD lJrILITY ALLCMAlJCE 

Texas Methoaolog,y 

'lhe utility standard will be selected so that utility expenses for 95 per
cent of families receiving food stamps would be less than or equal to the 
standard. Determination of t,he standard will be accomplished in four steps: 

fl) Collect data; 

(2) select a base period; 

(3) Determine t.he standard for the base period; and 

(4) Adjust the standard for inflation. 

I DATA COLLECT'ION 

IA:l.ta will be gathered from approxilmtely 3,000 quality control food stamp 
case folders representing the active case samples for three periods. 
(1) July - December 1977, (2) January - June 1978, and (3) July - September 
1978. I.ata will be coded on to forms. 

Gases in the sample will fall into two groups: (1) those which claim 
utilities as IX:trt of their excess shelter expense and therefore have 
utility costs recorded in their case record; and (2) those which do not 
have utility costs recorded because they either do not clairn excess shelter 
expense or do not claim utilities as IX:trt of their shelter expense. 

For cases in the first group (utility data available), the utility payirent 
for the rrost recent mnth will be recorded and will becone the data point 
used in computing the standard. Utility data for the next two rrost recent 
roonths will also be recorded if available, but this data will be used only 
for analysis of the 1Inpact the standard has on recipients' bonus values. 

Gases in the second ~up will be assigned a utility paynent (data point) 
of zero. 'lhis does not irean that they do not have utility costs but 
instead indicates that they are not expected to itemize regardless of the 
standard selected. 'Ihis group does not itemize now and should not under 
the more restrictive requ1remE!nts of the new Food Stamp Act. Selection 
of a standard is aimed at adding to the group enoajl of those who do 
presently itanize so that a total of 95 percent do not itemize. 
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II BASE PERIOD SELECTION 

Le.ta points for cases with utilities data will be sorted and tabulated 
according to the rronth of the pa.yrrent. 'Ihis will provide a distribution of 
_payrrents probably covering a 27~nth interval, with the end rronths 
cont~ only a few entries. A period of 12 consecutive rronths will be 
selected which provides the rrost uniform distribution, and utility pa.yrrents 
for this period will provide the basis for the standa.ra. 

'Ihe rrurnber of cases with utility data will probably be reduced 40-50 per-
cent throut:;h this selection. without utility data nust then be 
reduced by the sane percentage through randan selection of cases to be 
el1m:1.nated. 'Ihe base period sample(~) will then consist of all cases 
in the base period with utility data p~Hs a percentage of cases without 
utility data with the ratio of "with" : "without" renaining the same 
as the or:1g1nal sample. 

III DErERMINING 'lliE BASE PERIOD 3rANDARD 

Cases 1n the base period sample will be ordered from lowest to highest 
_payroont, including the cases with zero utility pa.yrrent. 'Ihe base period 
standard (U ) will then be that amount which divides the distribution 
so that 95 ~rcent of the cases are less than the amount and 5 percent 
are ~ater, i.e., the 95th percentile. 

N ADJUSTING FOR INFLATIOH 

'Ihe base period utility standard would have been appropriate for the base 
period but, because of changes in the cost of utilities over tine, the 
starxiard rrust be increased for later periods. 'Ihe Utilities Price Index 
(UPI) published m:>nthly by the fureau of Labor Statistics will provide 
the basis for these ad.just.mants. 

For the base period, the index (UP~) will be an average of the rronthly 
UPis for that period. For the year~ which the standard 1s to be used, 
AU6ust 1979 to July 1980, the index (UPI80) nust be est1nated. This will 
be accomplished by applying a straight-lme trend (least-squares nethod) 
to the nost recent 12 roonths' UPis available at the tine the cal
culation is perfot'l!Ed. This trend will be extended into the A~7lSt 1979 
July 1980 period and UPI80 will then be the average of these rronthly 
values. 
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The base period utility standard can then be adjusted for inflation usint; 
the following formula: 

UPI80 
u80 = ubp X UPI 

bp 

V ANALYSIS OF R&5ULT::i 

For all cases in¾, the actual utility payrrents will be replaced by 
Ubo if they are lo~r. Bonus values will be recomputed using these values 
am cla.1.ming excess shelter if appropriate. 'lhe bonus value can then be 
compared to original bonus values for these cases to rreasure the impact 
of the standard. 

Standards based on other percentiles, i.e., 75, 80, 90, etc., could also 
be developed. Bonus values for these different standards could be 
calculated and compared to the proposea standard to estimate the effect 
of selecting various other options. 

VI UPDATING 'lBE srANDARD 

'Ihe base period standard will be updated annually to take into account 
the effects of inflation. The process will be exactly as described 
earlier for u80 , with the trend recomputed based on the rrost recent 
12 nx:>nthly UPis. 

OOI'E: While this rrethod does not specifically address seasonal 
variations, the m:mthly averages could be compared to determine if 
seasonal variations are warra11ted. 
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