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Mr. Chairman and Members of the Committee: -

We welcome the opportunity to contribuie‘:o your
deliberations on S. 1699, the Energy Impact Assistance Act
of 1979, and Amendmentyﬁo. 395Lto S. 1308, the Inland Energy
Impact Assisténce Act sz1979{

We have reviewed ;ﬁd testified on proposed sociceconomic
impact assistance legislation S;nce issuance of our July 1977
report on "Rocky Mountain Energy Resource Development: Status,
Poténtial, and Socioecohomic Issues“'(EMD-77-23).

' That report dealt Qith socioeconomic impacts resulting
from energy development in the Rocky Mountain area, while the
legislation you are considering today would provide for Federal

(éssistance to mitigate energy impacts iﬁ all inland areas of
thi€ Nation affected by energy development.B However, we be-
lieve the problems and the observations presented in that
report have relevance to the most recent proposals for consi-
deration by this Committee. ' m\“ ”_“‘Wm
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Rapid and extensive development of energy resources can
have profound socioeconomic and environmental effects on an
area.) As energy resources are developed, new towns will be
built and rapid population increases will occur in existing
communities.(iNeeds‘jor housing, public facilities, and ser-
vices often arise before adequate local funding is available.>

(;n the Rocky Mountain area, wefound some of these needsl
u%%% being fulfilled through Federal, State, and industrial
assistance:\ For example, States provided impact programs
fundea by severance taxes on coal, State bonding authorities,
and State siting permits which require measures by industry to
ameliorate socioeconomic impacts as Eonditions for approval
of proposed energy facilities.

The Federal Government also provided funds which could
be used to offset the'impacts of energy development. Many
Federal programs provide grants, loans, and mineral lease
royalties.

While these programs already existed, we saw a need for
better coordination among, and improved operation of, existing
Federal assistance programs, and made appropriate recommend-

ations to that effect. Furthermore, we concluded that in-

creasing Federal programs to assist State governments may not

help energy-affected communities unless States take greater

care to distribute funds to them, and unless an effective
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mechanism exists to insure that the funds given to States
will go to communities where impacts occur.

Following our report, the Congress enacted legislation‘
to further assist energy—-affected communities. Pursuant
to section 601 of thé'waerplant and Industrial Fuel Use
Act, the Department of Agriculture was provided $20 million
in fiscal year 1979 for such assistance. The Farmers Home

Administration operates the program, and has made grants

-to 22 States for the entire $20 million.

MORE FEDERAL ASSISTANCE NEEDED? -

(i Theqwq 1slatlon which-you--are con51dertngwtoday would
substantially expand the amount of Federal assistance avail-
able to energy-affected States ana communities.> The key
issues in these delibe;atiéns concern the need for additional
funds and the administration of any additional assistance.

The bills offer significantly different levels of
funding to meet energy impact needs.ffgoth bills would
authorize a maximum of $1.5 billion for loan guarantees.
However, S. 1699 would authorize appropriations to the
Secretary of Agriculture of $30 million for fiscal year
1980 and $S150 million for each of the fiscal years 1981
through 1985 for grants and loans; Amendment No. 395
to S. 1308, hoﬁever, would authorize appropriations

to the Secretary of Energy of $60 million for fiscal year

1979, $150 million for fiscal year 1980, ana $400 millioh
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for eaqh of the fiscal years 1981 through 1985 for grants

and loans. Unfortunately, at this time there is little
definitive information to draw on which would allow (1) guan-
tification either oVerall or among regions of the country of
the likely extent'of?énergy impacts or (2) quantification ot
the additional Federal funding, if any, needed to help deal
with such impacts. To help determine whether aaditional ley-
islation is required, the Congress needs current information
on the kinds of needs not currently being met by existing
Federal and State assistance programs, the magniiude of the
problem, and exactly where and to whom Federal“moneys should
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be targeted.)
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We believe that completion of the interagency analysis
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of socioecononric :;;;ZEE;requ1red by _section 746 of the
TN i < -

Powerplant and Industrial Fuel Use Act Qill go a long way

in providing such information.

We understand that(}he'Department of Agricultur
recently been given lead responsibility for ‘this study
(épwever, wema%semuadefstaﬁéaﬁnaﬁmadditional funds have not
been provided for this study and staffing levels for it are
currently uncertain.) Given the importance.ot the study to
deliberations over additional impact assistance, the Congress

should favorably consider appropriating funds for this study.
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PROGRAM ADMINISTRATION

'We recommended in our Rocky Mountain report that
any additional assistance the Congress wished to provide
should be contingent on the States doing three things:

-=Taking actions to meet a minimum level of

assistance to communities affected by energy
development.
--Developing plans to systematically deal with
the impacts.

-=Clearly demons;rating in their planstthat the
assistance would actually be used to help
energy affected communities..

We believe that S. 1699 and Amendment No. 395 to S. 1308
have features which are not only consistent with our recommend-
ations but also are essential to the effectiveness of the pro-
gram. For example, they providé for:

--Participation by intérested parties at the Federal,

State, local, and Indian tribe level in decisions
on energy impact assistance.

--The development of detailed plans for alleviating

impacts on an area-~by-area basis. The detailed
plans must contain specific proposals for imple-
mentation. |

-=h systema;ic approach for approving individual

plans.



--Early availability of funds for initial planning.
~-=-Federal/State cost sharing for energy impact
assistance, with the States' share of the cost
increasing from 12.5 percent when assistance on a
proposal is first received, and increasing to
50 percent in the fourth or fifth year.
--A focal point for coordination of all Federal
programs which provide energy impact assistance.
We also believe that(?ny legislation enacted by the Congress
should encourage States and individual communities to provide
impact assistance on their own. >To this end, we believe that
Cfunds should generally be made available as loéns or loan
guarantees, and that grants should be directed primarily
toward financing the front-end!planning needed t6 deal with
energy impacts; >rhis would (lf reduce Federal outlays and
(2) avoid subsidizing, at the expense of all taxpayers, those
communities which will reap ﬁné long-term benefits of energy
development.(i&he financing of front-end planning deserves
special consideration because many communities_affected by
energy development need funding to plan for energy develop-
ment and.cannot afford to wait for new revenues which follow
such development.>
Moreover, it is important to preserve equity between
all potential recipients. If two communities are similarly
situated in terms of expected energy development, local

finances, and other key factors, it is not equitable to
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give an outright grant in one case and merely to guarantee

a loan in the other case. We understand that some States
and localities may face restriction in their ability to
borrow at all or to add to current borrowings. Nevertheless,
to give grants in these cases and merely to guarantee loans
in other cases mighé discourage governments from taking on
more debt.

The Federal Government should seek to provide equitable
treatment to all energy-affected communities and can further
this aim by avoiding incentives which would, in effect, dis-
courage communities from investing in their”own future. Of
course, reasonable provisions must be aVailable to provide
forgiveness of loans aﬁa loan‘gyarantees when expected energy
developments, and increased revenues, do not materialize.

But the undetlying aim“éhould be to provide loans or loan
guarantees--rather than grantsF—wherever possible.

‘After we have had the oppé?tunity to examine these
bills in more detail, we will provide further comments for
the record. ) |

Mr. Chairman, this concludes my prepared statement.

I will be happy to respond to your questions.





