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A recent GAO report dealt with the socioeconomic
imparts resulting from enerqgy development in the Rccky Mcuntain
area. S. 1493, the E£nergy Impact Assistance Act of 1578, would
provide for Federal assistance to mitigate energy impacts both
in this area and otker affected areas of tike Naticn. The Rccky
Mountain area contains about 95% of the Nation's uranium, 90% of
its 0il shale, and 41% of its coal. Energy rescurce development
affects an area because of the growth cf nev tcwns, pogulation
increa =s, and increased needs for hcusing, public facilities,
and services., The Fedar.l Government is providing assistance to
offset these irpacts in the form of grants, lcans, Federal
mineral lease royalties, and annual payments. However,
coordination amonqg aadencies administering these assistance
programs has been inadequate. Increased assistance tc the Rocky
Mountain area has not been demonstrated and may not help the
affected arees unless the distributicn of funds by States ir
improved., The President has announced a 5-~year program to help
inland States, communities, and Indian tribes in planning to
meet the effects of enerqy resource developsent. This fprcgrau is
reflected in recomsendations by providing for: participation at
different governmental and tribal levels in decisionmakiag,
development of preliminary and detailed plans cn an areawide
basis, a systematic approach for .pjroving and updating plans,
early availability of funds for plamring, Pederal/State cost
sharing, and a focal point for coordirvatican. (HTIW)
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Mr. Chairman and Members of the Subcommittee:

We welcome the opportunity to provide inpu* to your delib-
erations on S.1493,the Energy Impact Assistance Act cf 1978,
Our testimony stems primarily from a report we issued in July
1977 oa "Rocky Mountain Energy Resource Development: Status,
Potential, and Socioeconomic Issues" (EMD-77-23). A summary
of that report is attached to this statement.

I ¢hould emphasize that our report deals with socioceccnomic
impacts resulting from energy development in the Rocky Mountain
area, while the legislation you are consideriny today would pro-
vide for Federal assistance to mitigate energy impacts both in
the Rocky Mountain and other affected areas of our Nation.

Of course, the Rocky Mountain area is significant since it con-
tains abcut 95 percent of the Natiun's uranium, 90 percent of
its oil shale, and 41 percent of its coal.

Rarid and 2xtensive development of energy resources can

have profound socioceconomic and environmental effects con an



area, As energy resources are developed, new towns will be
built and rapid population increases will occur in existing
communities., The need for housing, public facilities and ser~-
vices often arises hefore adegquate local fundina is available.

The towns of Rock Springs and Green River in Sweetwater
County, Wyoming (which I had the cpportunity to visit some 2
years ago) are classic examples of the extent of socioceconomic
impacts which can result from energy development. The county's
prpulation more than <uubled in 4 years--from about 18,0006 in
1970 to about 37,000 in 1974. BAs a result, the quality of life
diminished, industrial productivity declined, and the fiscal
viabilitv of local government was threatened. Mental and
physical health care, housing, schools, and recreational, cul-
tural, and adult education facilities were inadequate. Retail-
ing and service facilities failed ro expand as ranidly as needed.
Employee turnover rose sharply and productivity declined. The
local govzrnments were unable “o furnish adequate police and
fire protection, and water, sewer, and sanitation facilities.

More recently, it appears that many of the ~iscal prob-
lems have been solved and that the situation in Sweetwater
County is improving. However, it and other areas arz vivid
reminders of the dislocations and stresses created by rapid
energy growth,

Numerous studies estimate widely varying per capita costs
of facilities and services for individual communities exper-

iencing rapid growth. One such figure in our report was



derived by using (.) a high estimate of $4,892 in per capita
costs and (2) a population increase of 600,000 in the six
States where most of the Rocky Mountain energy development is
likely to take pnlace. That resulted in an estimate of $2.9
billion in 1975 dollars which might be required by 1985 for
public facilities and servi_.es in the six-State area. This
estimate did not <onsider growth associated with conversion,
transportation, and utility indrstriies which could increase

the estimate; ror did it reflect later events which indicate a
slower rate of development than the studies anticipated.

These events included the suspension of oil shale leases, the
withd:awal of the sponsors for a major powerplant, the decisicn
9f the 94th Congress not to pass various legislatiorn auth-
orizing large Federal subsidies for synthetic fuel development,
and uncertainties over the economices and social desirability of
synthetic fuel and pruclear power developmen..

We also sought to determine the amount of State, Federal,
and industr- assistance available or being provided to local
communities, Several States passed legislation intended to
provide help to energy affected ccmmunities. In 1975, for
example, Wyoming passed a comprehensive legislative package,
establishing two funds which eventually could total $220
million, to be used to mitigate socioeconomic impacts. Montana
established a coal severance tax which our study estimated

could generate between $241 million and $1.1 billion by 1985,



of which about 25 percent would he allocated to a local impact
fund and to the c¢oal producing area.

The Federal Government has provided and will continue to
provide funds whicii could be used to offset the impacts of
energy development. Many Federal programs provide grants,
loans, Federal mineral lease royalties, or annual payments.

For examnple, our study showed that in fiscal year 1975,
70 energy-affected communities in six Rocky Mountain States re-
ceived $39.2 million in direct Federal aid under various
Federal programs, particularly those of the Farmers Home
Administration and the Environmental Protection Agency.

Other indirect funding includes royalties and bonuses
under the Mineral Leasing Act of 1920. They totaled over $90
million in the Rocky Mountain States in fiscal year 1975.
Further, the Federal Coali Leasing Amendments act of 1975
(P.L., 94-377) both increased coal royalties by 150 percent and
increased the percentage of such royalties returned to States
on new mineral leases from 37.5 percent to 50 percent. The
Act calls for States to give priority in using the additional
12.5 percent to areas economically impacted by minerals leased
under its provisions. By 1976 mineral rcyalties to Rocky
Mountain States had increased to 107 million and were ex-
pected to jump to $179 million by 1979.

Additionally, in October 1976 cthe Congress enacted the
Federal Land and Management Polic'y Act of 1976 (P.L. 94-579)

which authorized loans to States and political subdivisions



up to the anticipated mineral royalties for any prospective
l0-year period to relieve the social or economic impact caused
by Jdevelopment of mineral leases. Obviously, civen the contin=-
uing increase in such royalties, the potential for such loans
is substantial.

In addition teo royalties for minerals development, one
other law (P.L. 94-565) provides for annual payments airectly
to local governments based on the amount of Federal land with=-
in their jurisdiction. Such payments to Rocky Mountain Govern-
ments were expected to total about $69 million annually.

While these yrograms already exist, unfortunately they are
administered by agencies with little coordination 2and many are
not designed to help sma2ll communities cope with rapid growth.

As for private industry, it has provided assistance in a
few cases. For example, in Colstrip, Montana and Gillette,
Wyominy, energy developers planned and constructed homes.

Subsequent to cur July 1977 report, the Congress has
enacted or is congidering several additional measures to assist
energy affected communities in the Rocky Mountain and other
areas besides S.1493.

For example, the Coastal Zone Management At
Amendments of 1976 (P.L. 94-370), although limited to
coastal areas impacted by offshore oil and gas develop-
ment, provides funds for energy impact assistance. The
Department of Energy Act of 1978 (P.L. 95-238) authorizes

payments to atocmic energy communities and establishes a



revolving fund to be used in part to assist communities
impacted by alternacive fuel demonstration facilities.

Curce2nly, the Congress is considering the Federal 0il
Shale Commercialization Test Act (S.413) which would provide
financis’. assistance to communities impacted by 0il shale
demonrcration projects, and the Powerplant and Industrial
Fuel Use Act of 1978 (H.R. 5146) whi~h would provide financial
assistance tc communities affected by increased coal and uran-
ium production. The Senate has agreed to a conference report
on the latter act which would authorize grants of $60 million in
fiscal year 1979 and $120 million in fiscal year 1980,

As shown by tlie above 2:scussion, considerable Federal
assistance under various authorities is available tc State
and local governments. Further, some Western States have
acted on their own to alleviate some of the problems of energy
development.

We concluded in our July 1977 report that the need for
additional Federal assistance in the Rocky Mountain area hzA
not been demonstrated at that point in time. Further, we
concluded that increasing Federal programs to assist State
governments may not help energv affected communities unless
States take greater care to distribute funds to them.

We also saw a need for better cccrdination among and operation
of, existing Federal assistance -rograms, and made appropriate
recommendations to that effect to the Federal Under Secretaries

Group f>r Regional Dperations.



Although we concluded in culy 1977 that the need for addi-
tional Federal assistance had not been demonstrated, we did recom-
mend that, if che Congress wisned to further help Rocky Mountain
communities, any additional assistance be contingent on the
States doing three things:

-=-taking actions to meet a minimum level of -ssistance

to commurities affected by energy development;

--developing plans to systematically deal with the im-
pacts; and

-=clearly demonstrating in their plans that the assistance
would actually be used to help energy affected communi-
ties,

We obtained comments on our repurt from four federal agen-
cies and the Weucern Governurs' Regional Energy 7olicy Cffice.
They varied greatly in their assessment of the nature of the
problems discussed in the report and on what needed to be done.

In brief:

--The Office of Management and Budget and the Department
of the Interior generally agreed with our conclusions,
and the Western Governors' Regional Energy Policy Office
disagreed with them.

--The Federal Energy Administration said that mitigating
socioeconomic imnacts of energy resource development
would require cooperation and coordination among all
Federal agencies, not a massive increase in Federal

assistance,



--The Council on Environmental Quality believed that the
report did not support a conclusion that the need for
additional Federal assistance had not been demonstrated.

Only 3 months after the report was issued, the Department
of Energy began operation. It had been created oy the Congr;ss
to provide a focal point fcr energy policy and activities
throughout the Federal Government,

In March 1978, the Depzrtment o° Energy issued a report to
the President on "Energy Impact Assistance."” The repcrt wag
prepared by the Energy Impact Assistance Steering Group. com-
posed of State and local government and Indian tribal represent-
atives and Federal officials from numecous departments and agen=-
cies. It noted that much of the new energy development between
now and 1985 will occur in rural or isnlated areas such as the
Wwes*t and Appalachia. It stated that--without some additional
efforts to assist energy impacted c¢ommunities in mitigating
or avoiding negative impacts--adverse socioeconomic consegquences
could occur and it discussed four sets of policy options, ranging
fron minimal new efforts to undertaking major program ~eform
and expenditure of substantial new Federal funds,

Subsequently, in May 1978, tle President announced a
S-year program to help inland States, communities, and Indian
tribes in planning for and mitigating the adverse effects of
rapid growth due to energy resource development, I urnder-

stand that the thrust of the President's program is embodied in

S.1493.



Certainly, the uwain issue still before the Congress
is "Has the need for additional Federal eneryy impact assis-
tance now been demonstrated?" In our July 1977 report we
concluded that the case for such assistance in the Rocky
Mountain area at that time had not been nade.

If the Congress does conciude that further energy impact
assistance is now needed, we believe that S.1493 as now drafted
is generally consistent with the recommendations of our report
and does address several othexr important areas -~ example, it
provides for:

--participatior by interested parties at the Federal,
State, local, and Indian tribe level in decisions on
enrergy impact assistance;

-~the development of preliminary and detailed plans for
alieviating impacts on an area-by-area basis. The de-
tailed plans must contain specific proposals and
priorities for implementing such proposals;

--a systematic approach for approving and updating
plans;

--early avaiiability of funds for initial planning;

--Federal/State cost ctharing of energy impact assistance
with the States' share of the cost increasing from
nothing in 1979 to 50 percent in 1983; and

-=-a focal point in the Secretary of Commerce for the
coordination of all Federal programs which provide

energy impact assistance or meet needs identified



inn any plan

After we have

more carefully, we
record.

Mr. Chairman,

We will be glad co

developed under the Act.
hai an opportunity to examine the bill

will provide further comments for the

this concludes my prepared statement.

respond to your guestions.
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ATTACEMENT

COMPTROLLER GENERAL'S ROCKY MOUNTAIN ENERGY RESOURCE
REPORT TO THE CONGRESS DEVELOPMENT: STATUS, POTENTIAL,
. AND SOCIQECONOMIC ISSUES

DIGESTE

What should be the rc. 3 of the States. the
Federal Government, and industry in providing
assistance to Rocky Mountain communities af-
fected by development of the region's vast
sources of largely untapped energy?

Ninety-five percent of the Nation's uranium,
90 percent of its oil shale, znd 41 percent
of its coal lie in the relatively sparsely
populated Rocky Mountain Staces--Arizona,
Colo-ado, Idaho, Mcntana, Nevada, New Mexico,
the Dakotas, Utab, and Wyoming.

Rapid and extensive development of these
resources may have profound sociocecoromic
and environmental effects on t.ae area.

Rocky Mountain coal and uranium have the
greatect potential for expanded development.
Also, large deposits of gas may be locked

in tight, low permeability formations in deep
Rocky Mountain »as._ns. Expanded large-scale
developmant of the area's coal, uranium, and
gas resources, however, depends on environmen-
tal, social, economic, and technological fac-
tors. Although oil will continue to be devel-
cped in the area, large new finds are not ex-
pected. Geothermal resources, 0il shale, and
tar sands also have some potential for
development. (See pp. 9 to 25.)

As these resources are developed new towns
would be built and some existing communiti~s
would double, triple, and guadruple their
populations in a few years. This, in turn,
would cause changes in social patterns and
strain or deplete economic resources cf some
small communities.

The need for housing and basic public facil-
"ities and services, such as sewers, roads,
utility lines, police, fire departments,
parks, playgrounds, health care, and schoocls,

i EMD-77-23
July 13, 1977



often arises before adeguate local funding
is available. Most of these problems could
be solved if communities knew the timing of
development so that facilities and services
could be planned and designed, and had funds
available to begin providing them before the
additional people arrive. (See p. 31.)

iIn 1975 the Federation of Rocky Mountain
States estimated the population of the Rocky
Mountain States to grow by 600,000 by 1985
due solely to the mining of coal, oil shale,
and uranium. This estimate does not include
growth associated with conversion, transpor<
tation, and utility industries nor does it
raflect recent events such as the

--syspensions of oil shale leases,

--withdrawal of the sponsors for a major
powerplant,

-—refusal of the 94th Congrgss to pass
various legislation authorizing large
Federal subsidies for synthetic fuel
and nuclear development, and

-—continuing uncertainties over the
economics and social desirability of
synthetic fuel and nuclear power
development.

These events indicate a slower pace of
development than the recent studies antici-
pated. (See p. 39.)

Using this estimated population increase and
the low and high estimates of per person costs
of $3,121 and 54,892, GAO found that between
$1.9 billion and $2.9 billion in 1975 dellars
in public facilities and services might be
required by 1985. (See p. 53.)

Sevecral States have passed legislation in-
tended to provide significant help to com-
minities affected by the problems of Rocky
Mountain energy growth. In 1975, for
example, Wyoming passed a comprehensive
legislative package, establishing two funds
which eventually coult total $220 million,

~
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to be used to mitigate socioeconomic impacts.
(See pp. 40 and 41.)

' Montana has established a coal severance

tax which could generate as much as $1.1
billion between 1975 and 1985 from two large
coal producing counties and will allocate
about 25 percent of the taxes to a local
impact fund and the coal generating area.
(See pp. 42 and 43.)

In a few cases industry has provided financial
and other assistance. (See pp. 50 and 51.)

Many fragmented Federal programs have pro-
vided and will continue to provife funds to
energy-affected communities. In fiscal

year 1973, the Federal Government contri-
buted $39.2 million in grants and loans %o
directly aid 70 energy-affected communities
in Colorado, the Dakotas, Montana, Utah, and
Wyoming-~the 6 States in which most Rocky
Mountain energy development is likely.

These States also receiyed $183.7 million in
Federal mineral lease rovalties and other
indirect aid. At least $20 million of the
$183.7 million and an indeterminable amount
of the balance went to affected counties,
(See pp. 44 to 47.)

These Federal pregrams are not specifically
designed to help small communities cope with
rapid population growth and are administered

by a number of agencies with little coordina-
tion. Federal agencies are attempting through
the Mountain Plains Federal Regional Council

to coordinate Federal efforts vo aid energy-
affected communities. The Council, one of a
number of Federal Regional Councils established
by Executive order to assist State und local gov-
ernments by coordinating Federal programs and
operations, is conposed of the principal re-
gional officials of eight Federal agencies. It
is responsible to the Under Secretaries Group for
Regional Operations composed of Under Secretaries
or similar officials from member agencies of the
Council and other agencies and chaiired by the
Deputy Director, Office of Management and Budget.
However, there is still no Federal office in

the Rocky Mountain area where State and local
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officials can obtain advice on the availa-
bility of all Federal assistance programs and
ascistance in applying for such aid. (Cee
pp. 49 and 50.)

In August 1976 the Federal Coal lLeasing Amend-
ments Act of 1975 (Public Law 94-377) increased
the royalties returned to States from new min-
eral leases on Federal lands from 37.5 percent
to 50 percent. The 12.5 percent increase con-
sisted of royalties that had previously been
paid into a Federal reciamation fund, the
moneys from which could be used in all Western
States for irrigation projects. In addition,
the act increased the royalties on surface-
mined coal from S cents per ton to not less
than 12.5 percent of the selling price. In
fiscal year 1976 mineral royalties paid directly
to the Rocky Mountain States were about $107
million. As a result of this act and overall
increases in mineral revenues, the Department of
the Interior estimates royalties paid directly
to the Rocky Mountain States will increase to
about $179 million in fiscal year 1979. Since
a considerable amount of this increase in-
volves moneys that would have gone into a
reclamation fund for projects in the Western
3tates, the major effect of the act was to
increase moneys from royalties which will be
directly available to the States. These moneys
could be used to mitigate the impacts of energy
resource development.

The Federal Land Policy and Management Act

of 1976 (Public Law 579), enacted in October
1976, enables the royalties to be used as the
legislatures of the States direct, such as for
planning, construcfion, and maintenance of pub-
lic facilities, and provision of public serv-
ices. The act also provided for loans to States
and political subdivisions for the same pur-
poses. Loans can be made up to the anticipated
mineral royalties to be received by the recip-
ients for anv prospectiv> 10-year period, whi-~.h
in the case of the Rocky Mountain States will

for the next 10 years. (See p. 48.)

Public Law 94-565, also enacted in October
197€¢, provided. for annual payments to be
made directly to local governments based

on the amount of Federal lands within their
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jurisdiction. 1Interior estimated these annual
payments to Rocky Mountain local governments
at $69 million, or about $621 milliun from
1977 through 1985. (See p. 49.)

CONCLUSIONS

State and local governments should be pri-
marily responsible for providing the neces-
sary facilities and services, but the
Federal Government and private industry
should provide some assistance.

The States have various means available for
raising and distributing money to needy communi-
ties without directly taxing their populations.
These include levying severance taxes on ex-
tracted resources; creating a bonding authority
to issue special revenue bonds; using discre-
tionary Federal funds under existing programs
and taking advantage of the increased moneys
available in royalty payments and loans under
the Federal Land Policy and Management Act

of 1976, and in annual. payments under Public
Law 94-565. (See pp. 57 and 58.)

Rocky Mountain State and local governments
should be primarily responsible for pro-
viding facilities and services prior to or
concurrent with population increases for
the following reasons.

¢
--They receive economic benefit from energy
development.

--Wyoming and Montana have shown that
States can provide a far greater amount
of assistance than at present without
unduly burdening their taxpayers. 1In
addition, considerable Federal funds in
royalties, annual payments, loans, and
grants are already available to the
States {or this purpose. -

-~-Based on the traditional separation of
powers and responsibilities, it is mainly
a State responsibility to fund public
facilities and services. The States have
traditionally assumed this responsibility.
This is not to say, however, that the
Federal Government should not continpe to
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provide some assistance and look fo:r ways
to make i1ts existing programs more useful
to the State and local governments.

--They car en~ourage or reguira greater
industry participation through such actions
as legislation permitting prepayment of
corporate, sales, and use taxes, and by
requiring industry performance bonds which
would be forfeited if development would not
occur due solely or principally to an
industry decision. (See p. 54.)

It is not industry's responsibility to provide
the facilities and services needed because

of energy resource development. But industry
does have a strong and continuing responsibil-~
ity to communicate its plans to State and local
governments, as soon as possible, and to éstab-~
lish and maintain a continuing liaison with
these governments. Industry is also responsi-
ble for meeting other reasonable requirements
imposed by States and local authorivies.

These could include posting performance bonds
and industry guarantees of local debt incurred
%0 build facilities peeded because of energy
resource development. (See p. 58.)

The Federal Government should continue to
provide some assistance. Recently, as shown
above, it has greatly increased its assist-
ance end will likely provide in excess of $2
billion in royalties, annual payments, grants,
and loans to Rocky Mountain States and com-
munities between now and 1985. 1In ‘'addition,
the Federal Land Policy and Management Act

of 1976 provides for loans to States and com-
munities up to their anticipated mineral
royalties for any prospective l0-year period.
The need for additional Federal assistance at
this time hos not been demonstrated. (See
pp. 58 and 39.)

Increasi 3 funding of present Federal programs
to assist State governments may not help energy-
affected communities unless States use discre-
tion in distributing the funds to them. No ef-
fective mechanism exists to guarantee that the
funds given to States will go to conmmunities
where impacts occur. There is no evidence

that the Federal Government should interfere
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in the relations between State and local gov-
ernments. However, GAQO believes there should be
some assurances that impacted communities will
receive funds available to mitigate the socio=-
economic impacts of energy resource development.

RECOMMENDATIONS

The Under Secretaries Group for Regional
Operations should:

--Take whatever action may be necessary to opan
and staff an office where State and local
officials can obtain advice on the availabil-
ity of Federal assistance programs and, if
necessary, assistance in applying for such
aid. This could be accomplished under the
auspices of the Mountain Plains Regional Coun-
cil provided that funds are appropriated for
such an office or prior congressicnal approval
is given for the use of funds approprir-ed
to agencies that are members of the Co cil.

--Monitor and periodically avaluate the work of
the otffice and the need for additional Federal
assistance to Rorky Mountain State and local
communities affected by energy development.

~-Direct that any such »>ffice established by
the Under Secretaries Group prepare an annual
report to the President, in close coordina-
tion with the Federal Energy Administration,
evaluating the need for additional Federal
assistance. 1In the event that appropriations
or congressional approval are not grantei
for such an office, the Under Secretaries
Group should request the Federal Energy Ad-
ministration, in cooperat1on with other
responsible agencies, to prepare this type
of report. (See pp. 59 and 60.)

RECOMMENDATIONS TO
THE CONGRESS

This report is intended to provide the Congress
with information on the status, potential, and
socioeconomic impacts of Rocky Mountain energy
resource development. The report should aid in
making national energy decisions and decisions
on the need for additional Federal assistance
for Rocky Mountain communities that will be
affected by such developmert.
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We believe that the need for additicnal Federal
assistance at this time has not been demon-
strated. If, however, the Congress does wish
to further help Rocky Mountain communities, we
recommend that anv such assistance be contingent
on tte States taking actions to meet a minimum
level uf assistance to communities affected by
energy development and on the States developing
plans to systematically deal with the impacts.
The States "should be required to clearly demon-
strate in these plans that the assistance would
actually be used to help energy-affected com-
munities. (See p. 60.)

AGENCY COMMENTS

The views of the Office of Management and
Budget, the Department of the Interior, the
Federal Energy Administration, the Western
Governors' Regional Energy Policy Office, and
the Council on Environmental Quality vary
greatly on the nature of the problems discussed
in this report and what needs to be done.

In ess.:nce: ‘

~-The (Office of Management and Budget and the
Department of the Interior generally agreed
with our conclusions, and the Western Gover-
nors' Regional Energy Policy Office disagreed
with them.

--The Federal Energy Administratior said that
mitigating socioeconomic impacts of energy
resource development would reguire cooperation
and coordination among all Federal agencies,
not a massive increase in Federal assistance.

--The Council on Environmental Qu. lity believed
that the report did not support our conclu-
sion that the need for additional Federal
assistance has not been demonstrated at this
time.

We continue to pelieve that State and local gov-
ernments should be primarily responsible for pro-
viding necessary facilities and services and

that the need for additional Feieral assist-

ance at this time has not been demonstrated.

(See pp. 65 to 72.)
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