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REPORT TO THE CONGRESS

BY THE COMPTROLLER GENERAL
OF THE UNITED STATES

R

Rocky Mountain Energy
Resource Development:
Status, Potential, And
Socioeconom:c Issues

This report should sid in making nutional
energy decisions and decisions on the need for
add:itional Federal assistance for Rocky
Mountain communities that will be affecter
by energy resource covelopment,

Such development would result .n new towns
and would cause some existing communities
to double, triple, and quadruple their popuia
ticns in a fow vyears. This, in turn, would
cause cha.ges in the social patterns ard hLife
styles of some small communities and strain
or deplete their econcmic resources. The need
for bousing and basic pubhc facifities and
services often arises before adequate local
funding ts available to provide then,

The need for additiona! Federal assistanze w!
this time has not been ¢ nonstrated. Hf, how-
ever, the Congress does wish to further help
Rocky Mountain communiues, GAQO recom:
mends that any such ossistance be contingent
on the States doing three things: tako~yg ac
tions to meet a mir unum level of assictance (o
communitias affecred by energy development:
developing plans ta systematically des! with
the impacts, and clea-ly demonstrating in
their plans that the assistance would actually
be used to help energy-afiected communites.
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON. O.C. 20848

B-178726

To the President of the Senate and the
Speaker of the house of Representatives

This report highlights the status of and povential for
enerqgy resource development in the Rocky Mountain area:
identifies socioeconomic problems that may result by 1985
from energy resource development in the area; and discusses
(1) Federal, State, and industry actions being taken to .
resolve the problems, (2) the level and type of effort that
right be required, and (3) the roles cthe States, the Federal
Government, and industry should play in mitigating these
problems.

We made our review pursuant to the Budget and Accounting
Act, 1921 (31 U.S.C. 53), and the Accounting and Auditing
Act of 1950 (31 U.S.C. 67).

We are sending copies of this report to the Director,
Office of Management and Budget; the Chairman, Under Secre-
taries Group for Regional Operations; the Secretary of the
Interior; the Administrator, Federal Energy Administration;
the Chairman, Council on Environmental Quality; and the
Staff Director, Western Governors' Regional Energy Policy
Office.

Comptroiler General
of the United States




COMPTROLLER GENERAL'S ROCKY MOUNTAIN ENERGY RESOURCE
REPORT TO THE CONGRESS DEVELOPMENT: SrATUS, POTENTIAL,
AND SOCIOECOWOMIC ISSUES

BIGEST

What should be the roles of the States, the
Feceral 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 0il shale, and ¢1 percent
of its coal lie in the relatively spcrsely
populated Rocky Mountain States--Arizona,
Colorado, Idaho, Montana, Nevada, New Mexico,
the Dakotas, Utah, and Wyoming.

Rapid and extensive development of these
resources may have profcund socioeconomic
and environmental effects on the area.

Rocky Mountain coal and uranium have the
greatest potential for expanded development.
Als»>, large deposits of gas may be locked

in tight, iow permeability formations in deep
Rocky Mountain basins. Expanded large-scale
Gevelopment of the area's coal, uranium, and
gas resources, however, depends on environmen-
tal, social, economic, and technological fac-
tors. Although o0il will continue to be devel-
oped ir the area; large new finds are not ex-
pected. Geothermal resources, oil shale, and
tar sands also have some potential for
development. (See pp. 2 to 25.)

As these resources are developed new towns
»ould be built and some existinrg communities
would double, triple, and quadruple their
populations in a few years. This, in turn,
would cause changes in social patterns and
strain or deplete economic resources of 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 schools,

Jear Sheeal. Upon removal, the report
cover date should bs roted herson,
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often arises before adequate 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 b.lore the
additional people arrive. (See p. 31.)

In 1975 the Federation of Rocky Mountain
States estimated the population of the Rocky
Mountain States to grow by 602,000 by 1985
due solely to the mining of coal, o¢il shale,
ard vranium., This estimate does not include
growth associated with conversion, transpor-
tation, and utility industries nor does it
reflect recent events such as the

~-suspensions of oil shale leases,

~-withdrawal of the sponsors for a major
powerplant,

--reiusal of the 94th Congress to pass
rarious 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 anc $4,892, GAO found that between
$1.9 billicn and S2.9 biilion in 1275 doliars
in public fzcilities and services might be
reguired by 1985, (See p. 53.}

Several States nave passed legisiation in-
tended to provide significant help toc com-
munities affected by the problems of Rocky
Mountain energy growth. 1In 1975, for
example, Wyoming passed a comprehensive
legislative package, establishing twe funds
whichk eventually could 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 $1l.1

oy ot ey e e

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 finencial
and cother assistance. (See pp. 50 and 51.)

Many fragmented Federal programs have prc-
vided and will continue to provide funds to
energy-affected communities. 1In fiscal

year 1975, the Federal Governrent contri-
buted $39.2 million in grants and loans to
directly aid 70 energy-affected communities
in Colorado, the Dakotas, Mcntana, Utah, and
wyoming—-—-the 6 States in which most Rocky
Mountain energy development is likely.

These States also received $183.7 million in
Federal mineral lease royalties 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 Fedeval programs 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 rederal efforts to aid energy-
«ffected communities. The Council, one of a
number of Federal Regional Councils established
by Executive order to assist State and local gov-
ernments by coordinating Federal programs and
operations, is composed nof the principal re-
gional officials of eigh:c rederal agencies. It
is responsible to the Under Secretaries Group for
Regional Operations composed of Under Secretaries
or similar officiale from member agencies of the
Council and other agencies and chaired by the
Deputy Director, Office of Management and Budget.
However, there is still no Federal office in

the Pocky Mountain area whore State and local
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officials can obtain advice on the availa-
bility of all Fedsral assistance programs and
assistance in applying for such aid. (See
pp. 49 and 50.)

In August 1976 the Federal Coal Leasing Amend-
ments Act of 1975 (Public Law 94-%77) increased
the royalties returned to States from new min-

to 50 percent. The 12.5 percent increase con-~
sisted of royalties that had previously Lzen
raid into a Federal reclamation fund, the
moneys from which could be used in all Western
States for irrigetion projects. 1In addition,
the act increased the royalties on surface-
mined coal from 5 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 S$107
million. As a rcsult 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
States, 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 Jctoder
1976, enables the royalties tc be used as the
legislatirres of the States direct, such as for
planning, construction, and maintenance of pub-
lic facilities, and provision of public gerv-
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 any prospective l0-year pericd, which
in the case of the Rocky Mountain States will
likely be between $1.5 billion and $2 billion

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

Public Law 94-565, also enacted in Oc*ober
1976, 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., Interior estimated these annual
payments to Rocky Mountain local governments
at $69 million, cor about $621 million from
1977 through 1985. (See p. 49.)

CONCLUSIONS

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

The States have various means available for
vaising 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 paywments and loans under
the Federal Land Policy and Management Act

of 1976, and in annual payments under Public
Law 924-565. (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 chat
States can provide a far greater amount
of assistance than at present without
unduly burdening their taxpayers. In
addition, considerable Federal funds in
royalties, annual payments, loans, and
grants are already available to the
States for this purpose,.

--Based on the traditicaal separation of
powers and responsibilities, it is mainly
a State respons:.bility 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 continue to
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provide some as .stance and look for ways
to make its exi.ting programs more useful '
to the State and local governments,

-=They can en~saurage or regquir» greater

industry participation through such actions

as legislation permitting prepayment of

corporate, sa.es, and use taxes, and by

requiring i.dustry performance bonds which

would be forfeited if development would not :
occur due solely or principally to an i
industry decision. (See p. 54.) :

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

of energy resource deovelopment. 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 estab-
lish and maintain a continuing liaison with
these governments, Industry is also responsi-
ble for meeting other reasonable requirements
imposed by States and local authorities.

These could include posting performance bonds
and industry gquarantees of local debt incurred
to build facilities needed because of energy
resource development. (See p. 58.)

The Federal Government should continue to
provide some assistance. Recently, as stown
above, it has greatly increased its assist-
ance and will likely provide in excess of §2
biilion in royalties, annual payments, greants,
and loans to Rocky HMountain States and com-
munities between nocw and 1985. In addition,
the Federal Land Policy and Managenent Act

of 1976 preovides for loans to States and com-
munities up to their anticipated mineral |
royalties for any prospective 10-year period.
The need for additional Federal assistance at
this time has not been demonstrated. (See
pp. 58 and 59.)

Increasing funding of present Federal programs I
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 ccmmunities

where impacts occur. There is no eviéence

that the Federal Government should interiere

vi



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

RECOMMENDATICONS

The Under Secretaries Group for Regional
Operations should:

--Take whatever action may be necessary to open
and staff an office where State and local
officials can obtain advice on the availabll-
ity of Federal assistance programs and, if
necessary, assistance in avplying for such
aid. This could Le accomplished under the
auspices of the Mountain Plains Regional Coun-
cil provided that funds are appropriated for
such an office or prior congressional approval
is given for the use of funds appropriated
tc ayencies that are members of the Council.

--Monitor and pericdically evaluate the work of
the office and the need for additional Federal
assistance to Rocky Mountain State and local
communities affected by energy development,

--Direct that any such office established by
the Under Secretaries Group prepare aa anraual
report to the President, in close coordina-
tion with the Federal Energy Administration,
evaluating the need for additional Federal
assistance. In the event that appropriations
or congressional approval are not granted
for such an office, the Under Secretaries
Group should reguest the Federal Enhergy Ad-
ministrat:on, in cooperation 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
sociceconomic impacts of Rocky Mountain energy
resource development. The report should aid in
making national energy decisions and decisions
c¢n the need for additional Federal assistance
for Rocky Mountain communities that will be
affected by such development.
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We believe that the need for adaitional Federal
assistance at this time has not been demon-
stratad. 1If, however, the Congrass does wish
to further help Rocky Mountain communities, we
recommend that any such assistance be contingent
on the States taking actions to meet a minimum
level of assistance to communities affected by
eneray development and on the States developing
plans to systematically deal with <he 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 o* Management and
Budget, the Department of the Interior, the
Federal Energy Administrition, the wWestern
Governors' Regional Erner3y Policy Office, and
the Council on Enviroamental Quality vary
greatly on the nature of the problems discussed
in this report and wlh:z. nceds to be done.

In essance:

-~-The Office of Management and Budget and the
Departmen. of the Interior generally agreed
with our conclusions, and the Vestern Gover-
nors' Regional Energy Pclicy Cffice disagrzed
with them.

--The Federal Energy AJdwinistration said that
mitigating socioaconomic impacts of energy
resource developnen: would require cooperation i
and coordination amcng all Federal agencies, !
not a massive increase in Federal assistance. {

--The Council on rr/ironrental Quality believed
that the report did no: suppasrt our conclu-
sion that the n«eo for additional Federal
assistance has not besn demonstrated at this
time. ’

We continue to pelieve that Stare and local gov-
ernmants should be primarily r<sponsible for pro-
viding neceossary facilities and services and

that the need for additicnal Federal assist-

ance at this time has not been demonstrated.

(See pp. 6% to 72.)
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CHAPTER 1

INTRODUCTION

Energy development in the Rocky Mountain States--
Arizona, Coloradc, Idaho, Montana, Nevada, New Mexico,
North Dakota, South Dakota, Utah, and Wyoming--may cause
momentous changes to the western way of life and to some
portions of the western landscape. With increasing national
concern over developing domestic energy resocurces, the Rocky
Mountain area, with its vast energy resources, will become
increasingly important.

Many questions remain unanswered about the extent and
kinds of Rocky Mountain energy development that will occur,
and many uncertainties exist about the extent of changes
that will rezult. BHowever, energy resource development will
surely occur and changes in the environment and socio-
econnmic structure of the area will surely result. Many
communities will be affected and the need for housing and
such basic public facilities and services as sewers, roads,
utility lines, police, fire departments, parks, playarounds,
health care, and schools often arises before adequate 1local
funding is available to provide them.

Many studies of the sociceconcmic effects of energy
resource development have been or are being made by govern-
ment and private organizations. Appendix I is a biblio-~
graphy of such studies for the Rocky Mountain area. This
report, which is pertly based on our analysis of the many
studies, does not attempt to address all the specific prob-
leiis of the various Rocky Mountain States and communities or
the long-term (1985 and beyond) effects of energy resource
development,., but rather

--highlights the status of and potential for
enz2rqgy resource developmant in the Rocky
Mountain area;

~—identifies socioeconomic problems that may
result by 1985 from energy resource develop-
rent in the area; and



~-discusses (1) Federal, State, und industry
actions being taken to resolve the problems,
(2) the level and type of effort that might
be required, and (3) the roles the States,
the Federal Government, and industry should
play in mitigating these adverse socioeconomic
impacts.
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CHAPTER 2

PERSPECTIVE

U.S. ENERGY SITUATION

Before the Arab oil embargo in 1973, U.S. energy demand
had Jeen continually increasing. Since about 1930, demand
has surpassed dcmestic supply: by 1973 the United Staies
Acpended on foreign oil for 35 percent of its domestic needs.
The 0il embargo reduced the petroleum supply 14 percent
below expected consumption and caused an estimated $10 bhil-
lion to $20 billion drop in the gross national product.
Because of the embargo, 500,000 additional people were un-
employed. The embargo made obvious the need to hold the
country's vulnerability to acceptable levels. BAs a conse-
quence, the President established a goal of increased
nacional energy self-reliance. 1/ Even so, by December 1976,
imports of foreign petroleum products had grown to about 8
million barrels per day, or 41 percent of domestic demand. 2/

U.S. energy consumption grew at an average annual rate
of 3.9 percent between 1954 and 1973. 3/ However, during
1974 and the first 8 months of 1975, energy consumption
decreased from che 1973 level. During the first 7 months of
1975 energy consumption was 4.4 percent belot the comparable
1973 period. 4/

Most forecasters agree that future energy consumption
will grow at a rate below the historical trends, but they
disagree on what the rate will be., Some major energy policy
studies completed during 1974 and 1975 predicted a future
energy growth rate of about 2 to 3 percent, 5/ Extrapola-
ting an annual growth rate of 2 percent on estimated 1975
energy consumption of 71.7 Quads a/ indicates that about
117.6 Quads of energy output would be needed in the year
2000. A 3-percent annual growth rate yields about 150.1
Quads of needed energy output. 6/ Even at the 2-percent
rate of increase, the Nation's energy needs in 2000 will be
more than 60 percent greater than 1975 consumption. These

a/Quads are quadrillion British thermal units (Btu's). One
quadrillion is egual to 1,000 trillion (10% ). One Btu

is the amount of heat .equired to raise the temperature
of 1 pound of water 1 degree Fahrenheit.

Note: Numbered footnotes to chapter 2 are on pages 7 and 8.



projections and the trend toward increased reliance on
foreign petroleum indicate a need for strong energy
conservation efrforts and for development of alternate
energy sources,

GROWING IMPORTANCE OF THE
ROCXY MOUNTAIN AREA

If the United States wishes to increase its national
self-reliaince in energy, the likelihood of increased na-
tional consumption makes increased efforts toward conserva-
tion together with increased production of domestic energy a
necessity. Although petroleum and natura’ gas a.rounted for
over 75 percent of U.S. energy consumption frc.t 1970 through
1974, they represented less than 10 percent ~f _he 1¢74
estimated domestic energy reserves. 7/ I. ceasing the pro-
porticn of energy the United States derive= Jrom fuels other
than petroleum and increasing ccnservation efiorts are im-
portant if the country is to become less reliant on foreign
sources, Such increased use of other fuels could include
burning coal, coverting cocal to gaseocus and liquid fuels,
developing o0il shale, using more uranium as a nuclear fuel,
and developing geothermal resources. All these aiternatives
woulé probably use resources from the Rocky Mountain area.
With a continuation of curtent oil price trends, for example,
energy consumption is expected to gradually shift from oil
and gas to coal and nuclear power. 8/

The Rocky Mountain area contains 95 percent cf the
Nation's uranium and 41 percent of its coal. 9/ Development
of these resources will probably be required 1f domestic
energy precducticn is to be increased sufficiently to achieve
greater energy self-reliance. Rapid development would have
significant socioeconomic effects as discussed on pages
31 to 40.

Estimates of the total disccvered U.S. energy reserves
in coal, uranium, gecthermal resources, naturali gas,
petroleum, and oil shale range from about 8,400 to 15,000
Quads. 10/ Over half of the U.S. reserves lie in the Rocky
Mountain area, as shown in the following table. Geothermal
and tar sand deposits are not included because, although the
amount of these resources in the Rocky Mountain area is
great, only a small part of them are reserves. 11/

Reserves are identified deposits known to be recover-
able with current technology unde' present economic and
legal conditions., 12/
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Table 1

Comparison of Rocky Mountain Reserves
with U.S. Reserves

Percent of
U.S. reserves

U.S5. reserve enetgy in the
content in Quads Rocky Mountain area
Resources (note 7} (note 12)
Coal 5,200 to 10,400 41
Uranium 1,920 95
Natural gas 409-533 g
Petroleum 424-540 7
0il shale 460 to 1,160 90
Total of average
estimates 11,493

SOCIOECONOMIC EFFECTS OF DEVELOPMENT

The Rocky Mountain area is a vast region of diverse,
rough-cut terra:n composed of deser*s and semiarid high
plains and mountains. GDGecause of the nzture of the land,
the population is sparse--only 9.5 persons per square mile,
compared to the national average of 57.5. 13/

Because the resourceg are located in sparsely populated
places, developing them would result in new towns and cause
some existing communities to double, triple, and quadruple
their populations in ¢ few years. This, in turn, would cause
changes in the social structur:z and life styles of the com-
munities as they grew from small towns to cities. Besides
changing the quality of life, rapid growth may impose eco-
nomic hardships ou some existing communities. The need for
basic public facilities and services often arises before
adequate local revenue soutces, including a tax base, exist
within a community. Increased revenue will follow a popula-
tion increase; however, if adcquate public services are
to be maintained, construction of facilities must coincide
with, or precede, population increases. Even if enough
revenue is available, development often takes place gquickly



and time for planning for population increases is sometimes
too short.

The extent and severity of socioeconomic effects
will depend on the extent of resource development and
the Nation's ability to effectively implement programs
to mitigate these effects.
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CHAPTER 3

STATUS AND POTENTIAL FOR ENERGY RESOURCE

DEVELOPMENT IN THE ROCKY MOUNTAIN AREA

Although a large percentage of the Nation's energy
resources lies in the Rocky Mouvantain area, less than 15 per-
cent of its energy production comes from the area. 1/ This
is largely because most of the country's energy production
has been in petroleum and natural gas, a reiztively small
portion of which is produced in the Rocky Mountain area.
With the increasing emphasis on other forms of energy, the
area will become increasingly important as an energy source.

Cozl and uranium are the energy resources which currently
have the greatest potential for significantly contributing teo
the Nation's energy supply. In addition, almost all of the
Nation's 0il shale is in the Rocky Mountain area. The poten-
tial for development of these and oth=zr Rocky Mountain re-
sources and some of the problems which must be solved before
extensive development can take place are discussed below.

Maps showing where the variocus energy resources of the
area lie are presented on the following pages.

COAL

Because it is abundant and demand for it is expected to
increase, coal .s one of the resources most likely to be ex-
tensively develc¢ped and therefore to have significant en-
vironmental and social effects on the Rocky Mountain area. 2/
Based on projections made in several studies of the amount 5f
energy to be obtained from coal by 1985, coal production in
the area might increase from 60 million tons in 1972 to as
much as 560 million tons in 1985, While probably unrealistic,
this implies that as many as 50 new l10-million-ton-per-year
mines might come into production and that the population
cf the area might increase by about 300,000. 3/ 1In 1974
about 4,600 mines were operatina, the largest of which pro-
duced 7 million tons of coal. 4/

The Federal Energy Administration (FEA)} currently
estimates that 390 million tons of coal will be produced
annually in the Rocky Mountain area by 1985. This im-
plies an increase in population of about 198,000,

Note: Numbered footnotes to chapter 3 are on pages 26 to 230.
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U.S. Oil Shale Deposits, Green River Fermation wore »
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Source: Ennmrqy Perspcetivos, U 5. Department of the Intaerior,
February 1975, p. 181,




DISTRIBUTION OF 1948-1974 URANIUM PRODUCTION PLUS 1/1/75 $8 RESERVES (NOTE A}
BY RESOURCE REGION

&
&2
'y
o . 35
0
'6‘ ‘
- - H “..
HORTMEAN £ND cemvaay v

CENTRAL

Loecanys P
BASIN AND

f“’
¢,
..' Cury B
Rugion Tons U0y noTE ) % of Total
Calorada Plateau 338,100 ’ 72
Wyontyg Basins 83.800 18
*Othiers 48,200 10
lTotals 470,100 100

A THE PRICE OF URANIUM HAS GONE UP RECENTLY, THE CURRENKT PRICE
DEPENDS ON MANY FACTORS, INCLUDINGTHE AMOUNT ORDERED AND THE MME
OF DELIVERY, PRICES GENERALLY RANGE BETWEEN §20 AND $30 A POUND
OF U208 WHICH IS THE END PRODUCT OF THE URANIUM MINING-MILLING PROCESS.

B INCLUDES ALASXA, NORTHE RN ROCKIES, COLORADO AND SOUTHERN ROCKIES,
NORTHE Rei PLAINS, WESTERN GULF COASTAL PLAINS, AND NORTHE RN AND
CENTRAL BASIN AND RANGE, COLUMBIA PLATEAUS, SIERRA NEVADA, PACIFIC
COAST, SOUTHEASTERN BASIN AND RANGE, SOUTHERN PLAINS, AND SOUTHERN
APPALACHIANS,

Source: Statishicat Doto of the Uranium industry, United Stotes Enc:v Ressorch and Development
Admintsrrotion, Jonuvary 1975, p. 32,
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OIL AND GAS FIELDS OF THE URITED STATES

Ol AND GAS
FIELDS

Source: Geological Eatimates of Undiscovered Racovarable Oil and Gas Rescurcoes in the United Stotes,

Gealogical Survey Circulor 725, 1.5, Department of the Interior, 1975, p. 19.
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Amount and location

The Rocky Mountain area contains vast amounts of coal.
Of 1.6 trillion tons discovered in the United States, 0.9
trillion (56 percent) are in eight Rocky Mountain States
{Nevada and Idaho do not have significant coal deposits).
Of an additional 1.6 trillion tons estimated to exist but
not discovered, 1.2 trillion (75 percent) lie in the same
eight States. 5/ 1In terms of energy content, the area
contains about 40 percent of the Nation's coal reserves. 6/

Within the Rocky Mountain area, a 63-county area of the
Northern Great Plains in northeastern Wyoming, eastern
Montana, western North Dakcta, and northwestern Socuth Dakota
is the richest in coal. This region has been estimated to
contain 1.5 trillion tons, 160 billion of which are classi-
fied as reserves. Sizable deposits of coal also lie in
Colorado, Utah, New Mexico, and Arizona. 7/

Probability and timing of develonment

The probability of large, near-term development of
Rocky Mountain coal is high. Two major factors will in-
fluence the extent and timing of development--the market for
the ccal and the limitations and delays placed on develop~
ment by environmental concerns, governmental policies, inter-~
fuel substitution, and court decisions.

With the passage of the National Environmental ruliicy
Act, all Federal agencies are required to prepare a detailed
statement for every major action that would significantly
affect the quality of the human environment. Such statements
will include environmental impacts of the proposed action,
adverse effects that cannot be avoided, and alternatives.
Preparation of environmental impact statements and the legal
questions which result from the reguirements of the National
Environmental Policy Act may prevent or delay the development
of Federal coal. For example, preparation of an environmental
impact statement for mining ccal on Federal lands and using
coal in the proposed Kaiparowits powerplant in Utah required
about 2 years. 8/ Recently, the Kaiparowits sponsors with-
drew their application for Department of the Interior ap-
proval, largely because of uncertainty about the demand for
electricity, rapidly escalating project costs, and environ-
mentai concerns. 9/

Lawsuits by citizens groups challenging Federal actions
can also prevent or delay development. For example, 2 suit
by the Sierra Club, a national conservation and environmental
group, held up development of rederally owned coal in the

15



Northern Great Plains for more than a year. The suit, which
concerncd the kind and extent of environmental impact state-
ment required for the area under the National Znvironmental
Protection Act, wzs cnly recently decided in favor of the
Department of thc Intericr.

Greatest demand for the energy from Rocky Mountain coal
is in the urban centert of the Midwest and Far West. 10/
After the coal is mined its energy can be transferred to meet
demand by

~--transporting the coal itself, by rail or pipeline,
to the point where its energy is to be consumed;

--generating electricity near the mine, then sénding it
to the consumer through transmission lines; and

--converting coal to an intermediate fuel, such as
synthetic gas, and transporting it through pipelines.

Transporting coal

For the immediate future, a very clear and broad market
exists outside the Rocky Mountain area for coal, particularly
for Northern Great Plains coal. Much of the market for
Northern Great Plains coal, which is low in sulfur, is with
vtilities in the Midwest. However, because of shipping
costs, Northern Great Plains coal costs more than high-
sulfur midwestern coal. Therefore, the long-term market
for Northern Great Plains coal is less certain. 11/

High-sulfur midwestern coal, while available and cheaper,
cannot be widely used because air pollution standards limit
the amount of sulfur oxides emitted and most powerplants do
not have stack gas desulfurization equipment and may not have
it for several years. 1In the longer torm, however, if the
technology for reducing sulfur oxide emissions is improved
and the cost of desulfurization equipment is reduced, high-
sulfur coal might find a latge market. 12/

Given an availability of capital and sufficient eastern
and midwestern coal production, the utility industry will
have the option of installing stack gas desulfurization
equipment and burning high-sulfur coal. Northecn Great
Plains coal could then be at a serious price disadvantage in
some markets, although it might be competitive in certain
midwestern markets. Thus, truly massive Rocky Mountain coal
development will probably occur only if the factors con-
trolling the markets allow ic--by no means a ceitainty. 13/

16
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Federal Government policy decisions can affect the
demand for Northern Great Plains coal. For example, the
relaxation of air gquality standards to evaluate the use
of more midwestern and Appalachian coal, the provision of
Federal incentives or support for stack gas desulfurization
eguipment, or increased Federal research, developnent, and
demonstration on other t:chnologies designed to reduce the
sulfur content of cual could decrease the projected rate of
development of Northern Creat Plains and other Rocky Mountain
coal.

Coal exported from the Northern Great Plains is being
transported by rail. A potential major constraint on use
of western coal is the capacity of existing railroads to
handle additional coal trains. Rail transportation to the
Midwest has, in the past, more thkan doubled the cost of the
coal. )

An alternative means of transporting large amounts of
coal over long distances is coal slurry pipelines. 13/
This involves transporting pulverized coal mixed with an
approximately equal amount of water through a pipeline to
its destination, where the water is removed and the coal
can be used. The only operating coal slurry pipeline in
the United States has been used since 1970 to transport
cnal 273 miles from northeastern Arizona to southern Nevada.
Cther pipelines have been proposed to transport coal from
Wyoming to Arkansas, from Colorado to Texas, between New
Mexico and Arizona, from Utesh to Nevada, and between Wyoming
and Oregon. Controversy exists over building new slurry
pipelines since most would compete with existing railroads
for coal transportation and both advantages and disadvantages
are associated with their construction., 14/

Because pinelines cannot be built without rights of way
over Federal and private lands, the 94th Congress considered
but did not decide whether such rights of way should be
granted (94th Congress--H.R. 1863, H.R. 2220, H.R. 2553, H.R.
2896, and H.R. 9906). The 95th Congress will likely address
this question also. The Office of Technoloay Assessment is
studying the economic, legal, and environmental issues as-
sociated with railroad and slurry pipeline transportation of
coal.

Coal-~-fired electrical generation

As of May 1976, 59 new coal-fired electrical generation
plants were being built or were planned to be built by 1985
in the Rocky Mountain area. 15/ These new electrical genera-
tion plants would greatly increase the use of coal, possibly
displaciag other fuels, and would bring relatively large in-
creases in popualation to sparsely populated areas. They would

ﬁaﬁw‘p
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also have some adverse environmental effects, such as lowering
of air quality and great use of water. 16/ However, the con-
struction of new plants has been slowed by environmental and
economic concerns and the number actually constructed may be
much less than planned.

As an example of the environmental concerns with new
electric plants, consider the Four Corners Power Plant. The
plant, located near Farmington, New Mexico, is one of the
largest electric plants in the United States. The combined
generating capacity of its coal-fired boilers is 2,075 mega-
watts. (1 megawatt is equal to 1 million watts.) The unit
occupies 1,021 acres, plus 765 more for storing fly ash. The
stacks tower to a height of 800 feet, dispersing daily into
the atmosphére more than 600 tons of sulfur dioxide, nitrogen
oxides, and ash from the consumptior of 23,000 tons of coal.
Forty thousand acre-feet of water are consumed annually.

The plant cost $328 million, plus another $178 million for
the transmission lines to carry away i‘s output. 17/

Coal conversion

Conversion of coal to other fuels, especially gas, is
a potentially huge industry in the Rocky Mountain area.
More than 20 plants to gasify or liquefy coal have been
planned for the area, but considerable uncertainties exist
as to how many of these plants will actually be constructed.
Most were gasification plants, designed to produce about
91 billion cubic feet of gas annually, 18/ and having an
expected life of 20 to 35 years. 19/ Twenty such plants
represent a possible production of about 1.3 trillion cubic
feet per year. This amounts to more than half the natural
gas produced from the Outer Continental Shelf in 1974, or
approximately 8 percent of domestic natural gas production
for that year. 20/

An extensive coal gasification industry may hold promise
for helping to alleviate the increasing national shortage
of clean fuels. It is thought to create fewer pollutants in
producing a given amount of energy 21/ anrd, although it re-
quires substantial amounts of water, it could use substan-
tially less than most coal-fired electrical generation plants
used to produce an eguivalent amount of energy. 22/ However,
construction of as many as 20 conversion plants, in addition
to other developments, would put heavy demands on the area's
water supplies, cause environmental degradation, and increase
the population.

Major problems which have largeiy inhibited commer-
cialization efforts are extremely large capital requirements,



unprover. technologies, and high production costs, which re-
sult in prices for synthetic fuels which are not competi-
tive with existing energy sources. 23/

Coal gasification technology has been practiced for at
least 50 years. The Lurgi process developed by a West German
firm has been used commercially in Europe, South Africa, and
South Korea. Many of the plants planned for the Rocky Moun-
tain area would have used the Lurgi process; however, to pro-
duce the high-Btu (pipeline-quality) synthetic natural gas
needed in the United States, the basic Lurgi technology
would have to be modified. This modification reguires a
methanation step. Engineers have studied coal gas methana-
tion technology extensively and are confident that extension
to commercial production is technically feasible. 24/

Another possible solution to the technology problem is
the development of new gasification systems. Although cys-
tems are being researched under federally funded projects,
Federzl research officials do not expect federally funded
research to produce commercially acceptable processes until
the mid-1980s,

The costs uf producing pipeline~quality synthetic gas
from coal are highly uncertain and depend on a variety of
factors, such as required rate of return on investment and
financing methods. In Novemher 1975 a Federal interagency
synthetic fuels task force estimated that to receive an an-
nual rate of return of 15 percent, assuming a 75-percent
~debt on capital, would require a regulated gas price of be-

tween $2.61 and $3.02 per 1,000 cubic feet in 1975 dollars,
The Energy Research and Development Administration (ERDA),

in a March 1976 description of its proposed synthetic fuels
commercial demonstration program, estimated the regulated
price would be $3.28 per 1,000 cubic feet in January 1, 1976,
dellars. Most of the recent industry estimates are over
. $3.00 per 1,000 cubic feet. 25/ Price estimates for syn-
thetic gas production in 1975 and 1976 dollars are about
doublie the April 1977 regulated $1.45 ceiling price on domes-
ti~ natural gas at the wellhead. Converted to the equivalent
price per barrel of oil, the $15 to $19 per barrel price of
zipeline-quality synthetic gas does not compare favorably
with the $13 cu.vent price of foreign o0il. However, the
estim2ted price of synthetic gas compares more favorably with
the current price of imported liguefied natural gas--approxi-
mately $2.50 to $3.00 per 1,000 cubic feet,.

A series of allowable price increases is taking place,
and general price increazces are expected tc continue. 26/
However, the price estimates for synthetic gas have been
consistently escalating, and there is still a great deal
of uncertainty attacned to them., Current estimates in
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the area of $3.00 per 1,000 cubic feet of synthetic gas

are more an indication of a lower limit than a midpoint or
range. Although it is probable that wellhead prices for
domestic natural gas will increase, there is a comparable
probability that the price of synthetic gas will also
escalate. Thus, the price gap betw2en domestic natural gas
and synthetic gas may not close as rapidly as might be im-
plied by current estimates. Increased natural gas prices
along with decreasing supplies favor developing a coal
gasification industry; but, before tunis happens, there must
be a change in the relationship of prices, or technological
improvements must reduce the vbrice. 27/

If a synthetic fuels industry is to be developed in
the next decade, some form cof Government csubsidies or
price guarantees will probably be nzcessary. 28/

In a recent GAO report, 23/ we discussed, among other
things, B.R. ..112 (94th Congress), a bill which would have
provided Feder.’ loan guarantees to accelerate the commer-
cialization of synthetic fuels--gus from coal, oil from coal,
and/or oil from shale. The report concluded that synthetic
fuels production is not cost effective in that the total
cost of out,.ut is not price competitive with foreign oil.
Further, synthetic fuels do not look attractive on the
basis of pre:2nt knowledge when compared to other technoln-
gies on an actual, or incremental, price basis,

GAO believes that Government financial assistance for
commercial development is not warranted at this time.
Although full priority should be directed to developing im-
proved synthetic fuels technologies, it appears possible
to gain adequate information of an environmental and regqula-
tory nature from smaller plants under Governmrnt control.
When commercialization of the tecnnolcogy becomes a prime ob-
jective, consideratior also should be given to approaches
other than loan guarantees for gaining private industry
interest.

OIL SHALE

Because 0il shele is one of the Nation's mosi abundant
energy resources and because fuels from t can be substituted
for conventional jetroleum fuels, oil shaie could substantially
contribute to the Naiion's energy reguirements. Vast amounts
of this resource lie in the Rocky Mountain area, and experi-
mentation with using it as a source of petroleum products has
been going on for many years. 30/ However, o0il shale, which
costs roughly $22 a barrel, has not developed into a viable
commercial scurce of petroleum primarily because other fossil
fuels have always been cheaper. 31/

20
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Although werld petroleum prices have risen in the past
few years, the acceleratiny estimated ccsts of producing oil
shale have reduced the relative attractiveness of currently
available 0il shale processing technologies, and no commer-
cial o0il shale processing facilities currently exist in the
United States. 32/

Citing environmental and economic reasons, four oil
companies have recently been granted suspensions by the
Department of the Interior on their oil shale leases in
Colorado and Utah. The suspensions temporarily stop pay-
ments to the Government for 1 year.

These recent events show the uncertainty of development
of western o0il shale in the near future.

FEA has stated that indications are that no commercial
development will take place in the United States without
Federal financial assistance. 33/ Price and technology are
primary concerns; secondary, but also crucial, issues con~-
cern water availability and the environmental and social
effects of large-scale development.

On April 1, 1977, we addressed these issues in testi-
nony before the Senate Committee on Energy and Natural
Resources, Subcommittee on Energy Production and Supply on
S. 419. The proposed legislation would establish a Fed-
eral program to determine the commercial viability and
envirormental and social impacts of two cil shale retorting
technonlogies through federally owned demonstration facilities.

In our testimony we stated that the technical, economic,
environmental, socioceconomic, and regulatory problems relat-
ing to cil shale development have not been resolved to the
point where a full-sized commercial demonstration is possi-
ble. We suggested that a smaller than full-sized demonstra-
tion facility be authorized to resolve these issues before
a "commercial-sized" plant is built. We noted further that
the building of one or two commercial-sized plants could
not, in itself, demonstrate the commercial viability of an
0il shale industry.

Amount and location

0il shale deposits are found in several areas of the
United Statez. However, the only U.S. deposit having ade-
guate size and availability using present technology is
the Green River formation, located in Colorado, Wyoming,
and Utah. These deposits are estimated to contain about
600 billion barrels of shale oil. 34/

Bt
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Probability and timing of development :

It is uncertain when commercial oil shale development
will occur. Although Project Independence late in 1974
estimated that shale o0il production could reach 1 million
barrels per day by 1985, recent studies have indicated that
there may be virtually no commercial production until there
are Federal subsidies and that a realistic production esti-
mate for 1985 might be much smaller than 1 million barrels
per day. 35/

The possibility of even a smell scale industry by 1985
is very uncertain in view of recent events, including the
suspensions of o0il shale leases. However, for perspective,
a 500,000~-barrel-per-day industry would require an estimated
capital expenditure of $3 to $5 billion and could require

~-developing 50 new 50-million-ton-per-year shale mines
and retorting plants;

-=-laying, stabilizing, and restoring 5 square miles of
tailings 40 feet deep each vyear:

--constructing 10 new 50,000-barrel-per-day upgrading
plants and production pipelines; and

--supplying 80,000 acre-feet of water per year.

New mines to produce 250 million tons of oil shale annually
imply the need for 22,500 miners and a total population
growth of about 150,000. 36/

The twdo major technological options for oil shale devel-
opment are mining followed by surface processing (retorting)
of the o0il shale and in situ (in place) processing which re-
moves the oil from the shale without removing the shale from
the ground. 37

All proposed methods of developing oil shale will have
some adverse environmental effects. Environmental effects ,
and the ability to mitigate them could have a significant '
effect on the rate of oil sha.e developrment. Mining and
retorting methods may create (1) huge disposal p.oblems be-
cause the spent shale from ratorting has greater volunme
than the shale before mining, (2) water availability prob-
lems because mining, processing, and associated activities
will require large amounts of water, (3) water pollution
problems, and (4) air quality problems.

In situ processing offers potential advantages over
mining and surface processing. It eliminates some problems
concerned with moving and disposing of shale, may cause less
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environmental degradation since it requires no mining, is
less likely to pollute surface water, and requires less
water than most retorting processes. Major environmental
concerns with in situ processing are potential pollution of
underground water by the solid residue of the retorting ac-
tion and by unrecovered oil and ground subsidence that may
occur, as with undergruund mining. A further disadvantage
of the process is that it recovers a smaller percentage of
the o0il than does surface processing. 38/

URANIUM

Most economically recoverable uranium reserves identi-
fied in the United States lie in the Rocky Mountain area.
Eighty-five percent of these rescrves are in New Mexico and
Wyoming. 39/ Most of the other potential resources are
thought to be located in the Rocky Mountain area. 40/

Much of the demand for uranium is for use as fuel in
nuclear reactors to produce electricity; therefore, future
uranium demand depends to a large extent on the future of
nuclear powerplants. 41/ Such powerplants have potential
for increasingly meeting the country's future electric
power needs. Nuclear power could have significant econo-~
mic, fuel resource, and environmental benefits over oil-
and coal-fired electrical generation. On the other hand,
some experts believe that sufficient assurance has not been
obtained that the public is being adequately protected
against the hazards of nuclear power. 42/

Present estinates of future uranium demand var’ widely.
An average of 12 estimates of nuclear energy product.on by
1985 made by 4 different studies indicates that uranium pro-
duction will almost quadruple from 1972 to 1985. Such an
increase would reguire about 75 new l-million-ton-per-year
mines and approximately 21 new mills to process the ore by
1985, These figures imply a need for 22,550 new miners and
a population increase of 150,000 in the Rocky Mountain
area. 43/

GEOTHERMAL RESQURCES

Geothermal energy, in its broadest sense, is the natural
heat of the Earth. Where heat is concentrated in restricted
volumes in the Earth's crust. in a manner analogous to con-
centrations of oil in commercial petrcleum reservoirs, the
heat, or geothermal resource, becomes accessible and poten-
tially exploit~ble. Geothermal resources are classified as
dry steam, hot mineralized water, hot dry rock, and geopres-
sured zones. These resources can be used to produce energy,
fresh water, and minerals.
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Although each type of resource could conceivably be
.,used as a source of power, dry steam is the only one for
which technology has been developed to commercially produce
electric power. The only dry steam source in the United
States identified as being suitable for commercial produc-
tion is in California.

Although hundreds of geothermal enerqgy sites have been
located in the Rocky Mountain area, developing them as
commercial energy -oirces will depend on developing technol-
ogy for commercia: tse of sources other than dry steam.

Because each geonthermal energy source presents tech-
nological and environmental problems, geothermal resources
will apparently not offer A major alternative source of
energy before 1985 and projections to the year 2000 involve
great uncertainty. Effects of geothermal development on
the Rocky Mountain area through 1985 will therefore be small.

TAR_SANDS

Tar sands are hydrocarbon-bearing deposits distinguished
from more conventional o0il gas reservoirs by the high viscos~
ity (thick or glutinous character) of tlhie hydrocarbon which
is not recoverable by conventional o0il production techniques,
Of the numerous known tar sands deposits in the United States,
most are in Utah. The 24 Utah deposits that have been mapped
and sampled are known to contain about 28 billion barrels of
oil, roughly five times the Nation's annual consumption. 44/

Tar sands are not expected to contritute significantly
to meeting the country's energy needs before 1985. Some
members of the synthetic fuels community doubt that any
c0il will be produced from U.S. tar sands before 1985. 45/

Development depends heavily on perfecting extraction
technology. Most Utah deposits are covered by overburden
too thick to allow economical strip mining., While some
mining and processing could take place, in citu processing,
for which commercial technology nas not been developed,
would probably be required to exploit the deposits. How-
ever, as economic conditions change and oil supplies become
more scarce, mining deposits covered by thicker overburdens
may become feasible. Other factors which will affect tar
sands develcpment are high water demands and pollution,
the uncertain oil exporting and pricing policies of the Or-
ganization of Petroleum Exporting Countries, the problems
of overlap of tar sand and oil and gas leases, and the
need for possible Federal price guarantees or other incen-
tives, if they were thought desirable, to develop a synthetic
fuels industry. 46/
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QIL AND GAS

The continuing need for domestic oil and gas will
guarantee continuing exploration for new sources and ex-
traction of existing reserves. The Rocky Mountain Stites
contain estimated reserves of 3.3 billion barrels of pet-
rcleum and 21.5 trillion cubic feet of natural gas, or
about 7.3 percent and 7.7 percent, respectively, of the
total U.S5. estimated reserves. Most Rocky Mountain States
contain ¢il and gas deposits; but Wyoming and New Mexico
together have well over half of the region's reserves. 47/

According te a U.S. Geological Survey official, with
the exception of those States where little potential is
seen for significant deposits, the region has been extens-
ively explored. Current estimates to 1985 foresee no sig-
nificant increase in crude o0il production and only some in-
crease in natural gas production in the area. 38/

About 600 trillion cubic feet of natural gas may be
locked ja tight, low permeability formations in deep Rocky
Mountain basins. This gas, however, is not commercially
producible with current drilling techniques. Although ef-
forts are underway to develop improved methods to recover
this gas, they are unlikely to result in considerable co.-
mercial production before the late 1980s. 49/

Where fields are relatively new and production is
increasing, some increased sociceconomic effects may occur.
Add.tionally, increased activity in older fields may have
some impact, particularly when combined with other re-
scurce development.
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CHAPTER 4

SOCIOECONOMIC PROBLEMS

WHAT ARE THE PROBLEMS?

The development of energy resources often causes rapid
population growth which, espccially in small communities, dis-
rupte social patterns and strains or depletes local economic
resources. As used in this report, the term socioeconomic
problems or impacts refers to the need for housing and such
basic public facilities and services as sewers, roads, utility
lines, police, fire departments, health care, and schools--
the need for which often arises before there is adeqguate
local funding to provide them. Parks, playgrounds, and com-
munity centers are also freqguently neglected. 1/ Most of the
problems could be solved if communities .

~=knew the timing of development so that needed public
facilities and services could be planned and designed
and 2/

--had funds available to begin providing them before
the additional people arrived. 3/

Characteristically in energy rescurce development, the
"where," "when," "how much," and "at what rate®” are unknown
until the development begins. 4/ Development of resources
in an area is often underta“en by several companies with
separate projects, each having different timing and approval
uncertainties. 5/

When energy resource development is uncertain, communi-
ties have trouble beginning to plan and design facilities.
Even after development has been announced, communities may
be reluctant to invest in the planning and designing of
needed public facilities because the investment may be lost
if development plans change. 6/

Communities that know the size and timing of develop-
ment are often faced with yet another problem-~they lzck the
revenue sources, including a tax base, to finance public
facilities. 1Increased revenues will fo1 ow & populatlon in-
crease; 7/ however, if an adequate guality of life is to be
maintained, construction of housing and facilities and the
provision of services must coincide with, or precede--not
follow--population ircreases.

Note: Numbered footnotes to chapter 4 are on pages 61 to 64.
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4 problem with financing growth after development begins
is the built-in imbalance between local taxing jurisdictions,
such as between counties and cities and between States. For
example, much of the energy development that results in a
“boom town" type of growth occurs in rural areas that are
under a county's tax jurisdiction. Th2 people employed by
the energy development project, however, generally want to
live in the closest city or even in cities in adjacent
counties. The result is that the host county has the princi-
pal tax base, but the cities have most of the problems of
growth.

An example: Sweetwater County, Wyoming

Sweetwater County, Wyoming, is one of the most studied
examples of socioeconomic impacts caused by rapid population
increases resulting from energy development. The following
illustration is excerpted from a number of these studies.
Rock Springs and Green River in Sweetwater County experienced
concurrent rapié development vf ©0il and gas resources, con-
struction of a coal-fired electric generating plant, and
development of other mineral resources, which caused the
county's. population to more than double in 4 years--from
about 18,000 in 197C to about 37,000 in 1974--a compound
annual growth rate of 19 percent. As a result the guality
of life diminished, industrial productivity declined, and
the fiscal viability of local government was threatened. 8/

The population grew beyond the point at which existing
institutions and ways of doing things were adequate. The
permanent housing merket was insufficient and prices of
recently built homes were too high for the average worker. S/
These problems arose from a combination of factors. Con-
struction workers imported from outside had to be housed,
and housing construction workers were subject to pirating
by other employers. Because little sewage treatment capacity
was available, developers of large housing projects had to
build treatment facilities. About half of the land around
the communities was federally owned and the remainder was
closely beld by a few private owners; this resulted in high
land costs. High interest rates drove home mortgage costs
to record highs. Permanent housing units could not be built
fast enough to keep pace with demand. As a result, 4,500
to 5,000 mobile homes were used to accommodate the growth
in Sweetwater County. 10/

Other problems also degraded the guality of life.

In 1970 Sweetwater County had a ratio of 1 doctor for
every 1,300 people. 1In mid-1974 the ratio had fallen to
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1 doctor for every 3,700 people; the statewide average was
one to 1,100, 11/ and the nationwide average was about 1

to 612. 12/ As a result, health care was a major problem
for the county and about 40 percent of its residents had to
obtain such care elsewhere. 13/

The mental health clinic caseload expanded ninefold.
Much of the increase came from long-term residents. The
rates of alcocholism, broken homes, suicide attempts, and
suicide 21l increased. 14/

Much of the population increase after 1970 was housed
outside incorporated communities in scattered fringe devel-
opments. Such settlements offered little opportunity cr
encouragement for newcomers to participate in the community.
Social cohesion suffered as alienation and emotional dis-
tress fed on each other. 15/

Recreational, cultural, and adult education facilities
did not keep pace with growth. Organized year-round recrea-
tion for youth was particularly lacking, and extensive ex-~
pansion of indoor facilities was needed. 16/

Many schools were strained beyond capacity. Both the
Green River and Rock Springs school districts were bonded
up to the State constitutional limit of 10 percent of as-
sessed valuation. Because of the ceiling, the districts were
not able to budget for needed additional counseling, schools,
social workers, or other personnel to give students personal
attention. 17/

Recalling and services facilities also failed to expand
as rapidly as total employment. Telephone service suffered.
The cost of living rcose faster than the national rate and
salaries, particularly in local services employment, did
not keep pace. 1In addition, because of the emphasis on
construction and mining, employment for women did wet in-
crease as rapidly as total employment. 18/

The problems affecting the quality of life were more
than inconvenient; they damaged industrial activity in
Sweetwater County. Employee turnover rose sharply in 1973,
ranging from 35 to 100 percent among the different mining
employers. Both employee turnover and reduced productivity
were attributable to difficulties in recruiting and retain-
ing satisfactory emplovees willing to live under "boom
town" conditions. 19/

The demands on Green River and Rock Springs for such
additional municipal services as police and fire protection
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and the capital constrution costs for water, sewer, and
sanitation were beyond the communities' financial capaci-
ties. They supported themselves through Federal revenue
sharing funds and a variety of taxes and fees, but these
revenue sources offered no increased borrowing capacity.

As a result, local government in Sweetwater County was under-
financed and unable to furnish all the services and facili-
ties reguired by growth. 20/

Beginning early in 1974, the growth rate leveled off.
Population estimates show a slight increase in 1975 popula-
tion with a slight decrease in 1976. This leveling off of
the growth rate has given the government entities some time
to catch up with needed expansion of facilities and serv-
ices. 21/

The slowdown in the growth rate since 1974 was accom-
panied by substantial increases in assessed valuation and
bording limits. 22/

Measures have been taken by local governments to im-
prove the quality of life in the county. The Rock Springs
school d7strict has expanded its capacity and added to its
special education staff. The enlarging tax base will sup-
port needed special education programs, additional teaching
staff, and facilities with minimum reliance on borrowing. 23/

Health care capacity in Sweetwater County has been
expanded by added physicians (mostly through the National
Yealth Ser: ice program), added physician assistances, a
health maintenance organization subsidized by the Federal
Government, beginning construction of a new hospital, and
addition of professional psychological counseling services.
The level of health services is still in need of improve-
ment and will regqguire continued attention and effort. gﬁ/

Bousing demands have been largely fulfilled by consid-
eratle single and multifamily construction, mobile homes,
single worker complexes, and some substandard housing. With
a decrease in construction employment levels, alternative
mobile home spaces have become increasingly available and
new mobile home parks are under construction. There has
been an increase in permanent housing in Rock Springs and
financing is available for single family units from both
commercial barks and savings and loan associations. Per-
manent housing will still not be available to all who desire
it because the housing is beyond -he financial capabilities
of a large segment of the potential market, construction
workers have difficulty in qualifying for mortgage loans,
and restrictions in land availability or sewage treatment
facilities have limited development alternatives. 25/
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Community programs to provide recreational facilities
have been limited; however, an extensive recreational com-
plex is being planned north of Rock Springs by the city and
county for completiorn in 1977. 26/

Traffic problems cause travel within Rock Springs to be
time consuming. The city has set aside meney for improving
traffic flow and hired professional planners to cope with
the problem. 27/

The problems of providing adequate police protection
have been partially ai:leviated by the decline in construc-
tion workers. 28/

The need for retail and local services harg been
partially alleviated by the construction of a shopping
center, new motels, and restaurants. Other needs still
exist, such as bowling alleys, day care facilities, and more
shopping facilities. 28/

The future appears to hold more growth for Sweetwater
County. Population i3 expected to begin growing aga:in in
1977 and by 1985 is expected to increase by 82 percent from
estimated 1976 population. This population growth is ex~
pected to result from construction of an additional electri-
cal powerplant, opening of five new coal mir.es, expansion
of the area's oil and gas industry, possibl: construction of
coal gasification and oil shale processing facilities,
development of trona mining, and the expansion of local
services to catch up wiih development. 29/

Projections of future local government income and
projected operating and capital requirements show that the
county government, Rock Springs and Green River city gov-
ernments, and the Rock Springs school district will all
have sufficie~t income to more than meet requirements.

Only the Green River School District may have trouble meet-
ing its needs and will need financial aid if capital re-
quirements are to be met. 30/

In summary, Sweetwater County and the cities of Rock
Springs and Green River appear to have reached a point
where the quality of life is improving and fiscal preoblems
have been solved. Even with the anticipated moderately
high future average annual growth rate of 6.9 percent
(much iess than experienced during the 1970 to 1974 period),
it is reasonable to expect that the boom conditions of 1970
through 1974 will not recur.
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Many communities will be affected

The problems faced by Sweetwater County communities are,
or may be, confronting many Rocky Mountain area communities.
A 1975 survey of the 6 Rocky Mountain States in which most
energy resource development is likely to take place (Colo-
rado, the Dakotas, Montana, Wyoming, and Utah) identified 131
communities * that could be most affected by energy resource
development. 31/ Of the 131 communities, 24 were identified
in Colorado, 18 in North Dakota, 5 in South Dakota, 6 in
Montana, 25 in Wyoming, and 53 in Utah.

The numbers of communities to be affected by resource
are shown in the following table. 32/

Table 2
Number of
Resource communities {(note a)
Coal 89
0il 35
Gas 31
01l shale 21
Coal gasification 5
Uranium 4
Hydroelectric 4

a/The number of communities totals to more ihan 131 because
45 comminities reported being affected by the development
of 2 or more resources.

The number of communities in the 10-State area that will be
affected will be higher than 131, since development will

*As we were finalizing this 12port, FEA officials told us

a more recent study done for the Denver Federal Regional
council indicates that there might be an impact on as many
as 170 communities in the 6 States. The officials noted,
however, that if less energy resources are developed, as
they indicated may well be the case, then fewer than 131
communities would be impacted. We do not believe that the
number of communities that may have an impact can be de-
finitely specified at this time, so we have presented our
analysis still based on the 131 communities.
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take pluce in some areas located in the 4 Rocky Mountain
States not included in the survey discussed above. Of the
remaining four States, however, only New Mexico has signifi-
cant amounts of coal, uranium, oil, and gas which are ex-
pected to be developed at a rate which might cause communi-
ties to be affected.

Most of the 131 communities are very small., Population
extremes ranged from approximately 100 to over 47,000 in
Bismarck, North Datota, the only community of the 131 that
is a standard metropolitan statistical area. The number of
communities by population range are summarized in the fol-
lowing table. 33/

Table 3
Estimated Numper of
1974 population communities fercent
Less than 500 50 38
500 to 1,000 27 21
1,000 to 2,000 21 16
2,000 to 5,000 18 14
More than 5,000 _15 11
Total ;2; 100

Of the 131 communi . i, 59 have populations of less than
1,500 and are located mc_> than 100 miles from the resources
and services of a metropalitan area. Eighteen of those 59 are
from 200 to more than 300 miles from a metropelitan area. 34/

Table 4 shows the January 1975 status of some of the
facilities and services available in the 131 communities. 35/
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Racility/
service

Health care

Schools

Housing

Planning

Water and sewage

Table 4

January 1975

Status

1,652 to 1 population to doctor ratio
for the affected communities; the re-
gional ratio was 911 to 1 and the na-
tional average #as 612 to 1. Less than
30 percent of the communities had hospi-
tals.

Classroom availabili:y was adegate, but
would soon become insufficient in most
areas.

Could not meet increased population
growth; mobile homes accounted for ap~
proximately 15 percent of total avail-
able single family housing.

Planning for growth was not current in
some communities and capability for
planning was limited.

Only 42 communities had planning dccu-
ments, 13 of which were prepared before
1970.

Treatment of water and sewage varied:;

many of the smaller communities relied

on deep well water sources with no chem-

ical treatment. Much of the sewage dis-

posal was through septic tanks or sewage o
lagoons.

Because many of the communities are small, they cannot

provide as extensive public facilities and services zs larger i

communities. As rapid growth continues, the already less than
desirable level of facilities and services may further dimi-

nigh.

Growt', estimates of the communities

The population of the 10 Rocky Mountain States is ex-
pected to increase greatly as a result of energy develiop-
ment. 36/ A recent population estimate of the area was about
10.5 million, 5 million of which was outside urban areas. 37/
The estimated population growth bv 19835 due to energy re-
source development is shown in the following chart. 38/
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CHART 1

OlL SHALE
150,000
COAL
309,000
URANIUM
150,000

These estimates do not include growth associated with
conversion, transportation, and utility industries which
could increase these estimates; nor do they reflect recent
events which indicate a slower pace of development than the
recent studies anticipated. These events include the suspen-
sion of oil shale leases, the withdrawal of the sponsors
for a major powerrlant, the refusal of the 94th Congress
to pass various legislation authorizing large Federal sub-
sidies for synthetic fuel and nuclear development, and the
continuing uncertainties over the economics and social de-
sirability of synthetic fuel and nuclear power development,

Although the estimated growth from resource extraction
would represent only a 5- to 6-percent total increase in the
Rocky Mountain area population over 10 years, most new pcorle
will move into small towns, causing them to grow rapidly. 33/
As evidenced by the case of Sweetwater County, Wyoming, rapid
growth of small communities could result in serious socio-
economic impacts. (See pp. 32 to 24.)

As discussed on page 53, studies have made low and
high estimates of per person costs fui nublic facilities
and services of $3,121 and $4,852 in 1973 dollars. Using



these estimates as indicators, total cost estimates for a
population increase of 600,000 are $1.9 billion and $2.9 bil-
lion, respectively, in 1975 dollars.

WHAT IS BEING DONE?

Because many communities cannot handle the socioeconomic
effects of rapid expansion by themselves, they look toward
their State governments, the Federal Government, and industry
for assistance. Some States have enacted legislation intended
to mitigate Liie effects; the Federal Government has provided
some assistance and has recently enacted legislation to pro-
vide much more; and in a few cases industry has provided as-
sistance.

By the States

Although most of the Rocky Mountain States have some
sort of tax on mineral extraction, until recent years no
State raised significant amounts of money to mitigate
socioeconomic effects of energy development. Since January
1975, Wyoming enacted a comprehensive package of laws to
help its communities finance solutions to the probleis of
rapid growth; Montana, North Dakota, and Utah passed laws
which will provide significant assistance; and Coloraco,
Nevada, and New Mexico enacted laws to provide limited as-
sistance.

Wyoming

One 1975 Wyoming law levied a severance tax on coal
extracted in addition to the mineral s&¥erance tax of 4 per-
cent applicable to coal, The current tax of 1.6 percent of
the value of coal mined will increase to 2 percent in 1978
and later. The tax will be levied until $120 million has
been collected. 40/ Because of slower than expected develop-
ment, 1976 estimates are that the $120 million will not be
collected until about 1995. 41/ Collections can be granted
or loaned to areas affected by coal production and can be
used in financing public water, sewer, highway, road, and
street projects. 42/

Another 1975 Wyoming law created the Wyoming Community
Development Authority, which is authorized to issue up to
$10C million in revenue bonds, the proceeds of which are to
be ured to make ioans to local jurisdictions. The loans can
be used to provide a wide range of public facilities arna
services, including water and sewer systems, roads, curbs,
gutters, sidewalks, street lighting, parking facilities,
schools, airpcrts, hospitals, nursing homes, and public
buildings. The proceeds can also provide home loan capital
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funds to communities through savings and loan institutions,
As a result, loan rates in "boom" areas were expected to
drop 2-1/2 to 3 percentage points, enabling more people to
qualify for permanent home loans. 43/ However, as of June
1977, the Authority had issued no bonds pending settlement
of questions concerning the legalitv of the Authority under
the State constitution. 44/ This is an example of what can
be done. Although there is a possibility that the Authority
may be found to be unconstitutional in Wyoming, it demon-
strates an intent on the part of the State legislaturc to
assist energy-affected communities. Such an authority may be
constitutional in other States, and even if unconstitutional
in Wyoming, the legislature may find other constitutional
means to achieve its expressed intent.

Wyoming also enacted other laws recently intendel to
aid affected communities. One law increased State sa.es
taxes returned to local governments; 45/ another increased
the maximum rates for school district taxes. 46/ To help
solve imbalances between tax jurisdictions, such as those
that occur when energy development takes place in a county
but the greatest effects are on a city, Wyoming amended an
existing law to allow cities and counties to combine for
public projects voluntarily. 47/

The mayor of one Wyoming community which has been and
is expected to be more heavily affected by energy resources
development stated that the Wyoming legislation would be
very helpful to his community. He stated, however, that
the money would probably not be enough to provide all as-
sistance needed by all the communities. 48/

By contrast, another Wyocming mayor stated that he
felt his community was able to congquer sociceconomic im-
pacts of energy development generally without help from
both the State and Federal Government. 49/

"What: did we do to combat impact? First,
we restructured our government to maximize tax
dollars and to deal effectively with the daily
problems. We converted part-time planners and
engineers to full-time planning and engineering
departments. We re-evaluated all of our pri-
ority items, And we converted the housing and
urban development to the community development,
where we would have local control instead of
federal control. And we took advantage of every
revenue source available at a municipal level.

. "What lessons have we learned and what
suggestions might I have to any people facing
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this in any municipality? First, I believe

that governments should consolidate rather

than isolate and duplicate the planning and re-
sources of all segments of government. That

means the states, the counties, the cities

and the schocl districts. We have done this in
Wyoming, and I think, because of this coopera-

tive effort, we have made strides. I personally
feel that cities and towns should become as in-
dependent as possible, and not depend on federal
funding. Because the federal funds are never

there when you need them the most. And quite
frankly, we have never found a pair of scissors
sharp enough to cut the red tape., Cities and

towns should implement all sources of financing

at a local level rather than depend on the state
and on the Federal government for grants. Here
again, when you need them, many times they are

not present. And I believe that state governments
should withhold priority iters to municipalities

in the distribution of any funds, state or federal,
under their control. They should withhold the
priority on the distribution to municipalities,
cities and towns until such time as every city

or town has shown that they have taken every means
at a local level to take care of their own prob-
lems, I think that this shcws fiscal responsibility
at a local level, and I think that local government,
as well as many others, should get away from the
concept of a handout. * * * we have practiced what
I have preached tocday. And even with unprecedented
growth we are self-sufficient, we are bond free, and

L d

I feel that we have conrguered impact."
Montana

In 1975 Montana lawmakers pacssed the highest coal
severance tax in the Nation., The tax rate is 20 perce.” of
the selling price of low-girade lignite cocal and 30 perrent on
other coal. 50/ Large amounts of revenue are expected from
the tax. One study estimated that by 1985 between 3241 mil-
lion and $1.1 billion in severance taxes will be collected
on the coal from the two largcst Montana coal preducing
counties. 51/ Statewide, Montana expects proceeds through
1877 to total $66.6 million; the proceeds are to be distri-
buted as shown in table 5.

Funds will not be used primarily for affected areas,
however. About $11.7 million (17.5 percent) will be put in
a local impact fund, which will be used to pay the expenses
of a coal board and to make grants to affected communities;
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$6.7 millio (10 percent) will go for coal area highway
improvement, and $2.7 million (4 percent) will be returned to
the ccal producing counties. After June 1977, the percentage
of the severance taxes allocated to the local impact fund will
be reduced to about 11.7 percent, reducing the total designated
specifically for the coal producing areas to 25.7 percent of
the total severance tax collected. 52/

Table 5

Alloca:ion of Montana Severance Tax Funds

Percent
Allocation to {note 53) Amount
{millions)
General fund 40.0 $26.6
Local impact fund 17.5 11.7
Educational trust fund 10.0 ' €.7
Coal area highway improvement 10.0 6.7
State equalization aid to public
schools 10.0 6.7
Return to the coal generating
county 4.0 2.7
Alternative energy research 2.5 1.6
Park fundcs 2.5 1.6
Renewable resources development 2.5 1.6
County land planning 1.0 0.7
Total 100.0 $66.6

Other States

North Dakota enacted legislation that created a Coal
Development Office which is responsible for disbursing funds
collected from two taxes. One is a tax on electricity and gas
produced by coal-fired electrical generating plants and coal
gasification plants. The first $100,000 collected from each
county annually is returned to that county. Revenues above
$100,000 are divided between the county and the State.

The other tax, levied at a rate of 50 cents per ton of
coal, will increase with rises in the cost of living index.
Thirty~-five percent of the coal tax will be put in a coal
development impact fund, which is expected to total about
$4 million by mid-1977. This fund can be used only for grants
to political subdivisions that are impacted by extraordinary
expenses due to coal or related energy development and are
to be used for minimizing social and economic impacts.

Utah also has enacted laws aimed at mitigating
socioceconomic effects of projects. The key law allows
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developers to voluntarily riepay salec or use taxes. The
Governor of Utah has stated that companies will have an
incentive to prepay taxes for developing new towns because
the companies will not be able to get employees without
helping fund community development. Under the Utah law
the developer can pay tha taxes before installing the
equipment on which the tax applies. Taxes will be de-
posited in a fund which can pay for public projects re-
lated to the development. 54/

Legislatures cf the other Rocky Mountain States have
considered numerous land use, mineral tax, and impact aid
bills. Numerous laws have been enacted, including rela-
tively small severance taxes, but none are sufficient in
scope to provide significant aid to energy development af-
fected communities.

By Federal agencies

There are many fragmented Federal programs which,
although not specifically designed to assist communities
affected by energy development, have provided and will
continue to provide funds directly or indirectly to then.
These moneys are allocated in competition with other needs
and the extent to which they are available to energy-
affected States and communities depends on statutory or
regulatory restrictions on the use of the funds, eligibil-
ity of affected communities for the moneys, and the pri-
ority of their needs versus those of others.

Nevertheless, Federal programs and projects can and
have been used to deal with energy development effects.
The study discussed on pages 36 to 37 which identified 131
focky Mountain communities that could be most affected by
energy resource development showed that during fiscal year
1975, direct Federal aid of $39.2 million was.provided to
70 energy~affected communities in Colorado, the Dakotas, ‘
Montana, Utah, and Wyoming--the 6 States in which most Rocky
Mountain energy development is likely. Federal agencies
provided an additional $183.7 million in Federal mineral
lease rovalties and other indirect aid in these States, at
least $20 million of which and an indeterminable amocunt of
the balance benefited energy-affected counties. 55/

Direct funding consists of Federal grants and loans
which went directly to energy-sffected communities rather
than gcing first to the State government for distribution.
Funds received for needed facilities and services from exist-
ing Federal programs may, but do not necessarily have to be,
the result of increased energy development. The Farmers
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Home Administration--which can provide loans in areas with
less than 20,000 population for home ownership; community
facilities, such as water systems, sewer systems, hospitals,
and cliniecs; and new businesses--provided about $14.5 mil-
lion of the 1975 direct Federal funding, or about 38 per-
cenit. The Environmental Protection Agency; the Department
of Health, Education, and Welfare; and the Economic Develop-
ment Administration furnished the rest. One hundred and
sixteen of the above 131 communities had populations of
5,000 or less.

The following table shows estimated fiscal year 1975
direct aid to affected communities by State and by Feceral
agency. 56/

Table 6
State Loans Grants Total
————————— {000 omitted)==—====—-
Colorado $ 3,833 $ 3,915 $ 7,748
Montana 1,688 1,238 2,926
North Dakota 3,497 8,299 11,796
South Da«ota 2,228 292 2,520
Utzah 853 5,322 6,175
Wyoming 252 7,770 8,022
Total $12,351 $26,836 $39,187
Agency
Department of Health,
Education, and
Welfare $ - $ 8,420 $ 8,420
Farmers Home
Administration 12,351 2,116 14,467
Environmental Pro-
tection Agency - 12,456 12,456
Economic Develop-
ment Administration - 2,362 2,362
Department of Housing
and Urban Develop-
ment - 1,482 1,482
Total $12,351 $26,836 $39,187

Appendix II lists the 20 communities that received the
most direct funding--about 70 percent of the total.

Indirect funding includes grants and loans to State
and State regicnal programs which could benefit affected
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ccmmunities; and royalties and bonuses under the Mineral
Leasing Act of 1920, an act which provides, among other
things, for the leasing of minerals on Federal lands.
Historically, States have used royalties returned to them
throughout the State and therefore may consider onliy in-
creases in these moneys as being available to help affected
communities.

Table 7 summarizes indirect Federal funding i1 fiscal
year 1975 for the six Rocky Mountain States in which most
energy development is likely to take place. 57/

Table 7
Mineral royalties
State and bonuses Othex Total
----------- {000 omitted)—————wwmcnaa=-
Colorado $33,205 $39,615 $ 72,820
Montana 17,257 11,920 29,177
North bakota 486 10,628 11,114
South Dakota 303 6,964 7,267
Utah a/5,307 14,132 19,439
Wyoming 33,563 10,276 43,839
Total $90,121 $93,535 $183,656

a/Excludes spproximately $9.1 million in o0il shale rcyalties

under litigation as of February 1977.

Table 8 shows the Federal agencies which provided in-
direct funds in fiscal year 1975 and their related programs,
at least $20 million of which and an indeterminable amount
of the balance berefited energy-afilected counties. 58/
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Agencz

Bureau of Land Manage-
ment (note a)

Farmers Home Administra-
tion

Department of Transpor-
tation

Law Enfurcement Assist-
ance Administration

Bureau of Outdoor
Recreation

Environmental Protection
Agency

Housing and Urban
Development

Department of Labor

Bureau of Indian Affairs

Economic Development
Administration

Total

a/Excludes approximately

Table_§

Funding
{000 omitted)

$ 90,121

24,660

20,505

15,656

10,581

8,115

5,409

4,182
2,850

1,577

$183,656
]

Programs

Minerals Leasing Funds
under the Mineral Leasing
Act of 1920

Low and Moderate Incoine
Housing Repair Loans and
Community Facilities
Loans

Highway Research, Plan-
ning and Construction
and Public Lands Highway
Grants

Comprehensive Planning
and Improving and
Strengthening Law En-
forcement Grants

Cutdoor Recreation Ac-
guisition and Develop-
ment Grants

Air and Water Pollution
Control Grants and Waste
Treatment Management
Planning Grants

Comprehensive Planning
Grants and Local Acsist-
ance

Employment Grants

Indian Education and
Reservation Roads and
Bridges

Economic Development-
Technical Assistance
and Grants

$9.1 million in oil shale royalties
under litigation as of February 1977.

47

S



In addition to the funds provided in the past, the
Federal Government recently increased funds to the States
and communities which can be used to aid energy-affected
communities.

In August 1976, the Federal Coal Leasing Amendments Act
of 1975 (Public Law 94-377) was arended to increase the royal-
ties returned t{o States from new mineral leases on Federal :
lands from 27.5 percent to 50 perrcent. The act provided that !
the additional 12.5 percent be used by the States and their :
subdivisions as the State legislatures direct, giving prior-
ity to State subdivisions socially or economically impacted by
development of minerals leased under the act., The 12.5 per-
cent had previously been paid into a Federal reclamation fund,
the moneys from which were available to all western States
for irrigation projects. In addition, the act increased
the royalties on surface-mined coal from 5 cents per ton
to not less than 12.5 percent of the selling price, which
was about $8 per ton for the Rocky Mountain area in fiscal
year 1976. 1In fiscal year 1976 mineral royalties paid di-
rectly to the Rocky Mountain States were about $107 million.

As a result of this act and overall increases in mineral
revenv:s, the Department of the Interior estimates rcyalties
paid directly to the Rocky Mountain States will increase to
about $179 million in fiscal year 1979. Interior estimates
that under the act a total of about $44 million will be paid
directly to the States in fiscal year 1979 that would have
otherwise gone into the reclamation fund. Therefore, 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 de-
velopment.

In October 1976, the Congress enacted the Federal Land
Policy and Management Act of 1976 (Public Law 94-579), en-
abling the royalties to be used as the legislatures of the ,
States direct, giving priority to subdivisions of the States %
that had a social or economic impact from development of
Federal minerals leased under the act for planning, construc-
tion, and maintenance of public facilities, and provision of )
nublic services. The act also provided for loans to States
and political subdivisions to relieve social or economic im-
pacts occasioned by the development of Federal mineral leas-
ing. Loans can be made up to the anticipated mineral royal-
ties to be received by the recipients for any prospective
10-year period which, in the case of the Rockv Mountain
States, will likely be between $1.5 billion and $2 billion
for the next 10 years.
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Public Law 94-565, aiso enacted in October 1976, pro-
vided for annual payments to be made directly to local
governments based on the amount of Federal lands within
their jurisdiction. Interior estimated these annual pay-
ments to Rocky Mountain local governments at $69 million,
or about $621 million from 1977 through 1985,

Besides providing funds, Pederal agencies are attempting
through the Mountain Plains Federal Regional Council to
coordinate Federal efforts to aid energy-affected communities.
The Council is one of 10 Federal Regional Councils (FRCs)
established by Executive order to assist State and local
governments by coordinating Federal programs and operations,
The Council is composed of the principal regional officials
of the Departments of Labor; Health, Education, and Welfare;
Commerce; and Transportation; as well as the Federal Energy
Admiristration, the Community Services Administration, the
Environmental Protection Agency, and the Law Enforcement
Assistance Administration. The Mountain Plains Council is
responsible for Federal Region VIII--the States of Colorado,
Montana, the Dakotas, Utah, and Wyoming. It is responsible
to the Under Secretarles Group for Regional Operations, com-
posed of Under Secrétaries or similar officials from the
above and other agencies and chaired by the Deputy Director,
Office of Management and Budget.

The Council proposed in November 1974 to the Office
of Management and Budget that

--the Federal Government take a larger role in provid-
ing front-end funds to mitigate effects of energy
development,

--one Federal agency be responsible for coordirating
Federal efforts, and

--the Council be given responsibility for assisting the
lead agency in identifying effects.

The proposal stated that it was made, in part, so the
elected officials from State and local governments would
not have to address the more than 1,000 separate Federal
programs to receive assistance. 1In March 1975, the Under
Secretaries Group notified the Council that no assignment
of a lead agency would be made to coordinate energy effect
identification and response. At the same time the Under
Secretaries Group told all FRCs that the primary responsibil-
ity for mitigating the socioeconomic impacts of energy
development rested with the private energy resource developers
and with individual State and local communities. Feueral
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funds that were used to plan for or to mitigate energy-
related impacts were to be provided under existing authori-
ties, within established appropriation levels, and allocated
in competition with other equally high-priority programs and
activities. On energy-related impact problems, FRCs were

to operate under then assigned responsibilities, priorities,
and workloads using established State and local government
working relationchips.. Significant changes in Federal in-
stitutional relationships were not being considered.

The Under Secretaries Group, however, gave the FRCs permis-
sion to provide, on reguest, techniczl assistance to State
and local governments on approaches for mitigating the ef-
fects of socjioeconomic impacts and to respond to requests
from State and local governments for integrated or coordi-
nated funding of categorical programs normally administered
by regional offices. Late in 1975, the Mountain Plains
Council began a small project to help communities assess
their needs and to advise them of possible sources of finan-
cial and technical assistance. Although the Mountain Plains
Council also assigned FEA lead agency responsibility for aill
its energy-related activities, there is still no Federal of-
fice in the Rocky Mountain area where State and local offi-
cials can obtain advice on the availability of all Federal as-
sistance programs and, if necessary, assistance in applying
for such aid.

In a few cases industry has provided financial and other
assistance to affected communities. For example, industryv
provided funds to communities in Sweetwater County, Wyoming,
for public projects because the degraded quality of life had
caused high employee turnover and productivity decreases.
Also, new town feasibility studies were prepared by industry
for several areas. 1In addition, an industry representative
worked with the Wyoming legislature in preparing the State's
impact funding legislation discussed on pages 40 to 42.

Industry has also provided housing. In Colstrip,
Montana, for example, a virtual ghost town a few years ago,
an energy developer planned and built community expansion
and constructed housing which it rents to its employees.
Similarly, several developers in the Gillette, Wyoming,
area are constructing homes, but only because high interest
rates and labor unavailability have driven away home con-
struction companies.
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Although industry has provided some assistance, it is
generaily reluctant to d¢ so. According to one corporate
cfficial,

** # * jndustry should not be cast i~ the role of
governmenc by being responsible for planning and
constructing pablic facilities due to its impact.
Government should not expect business to be any
better in this role than business expects govern-
ment to be in the business role. On the other
hand, business shocld--and could~--pay its fair
share for its impact.

®% * * jpndustry must be willing to freely com-
municate its plans to government and to pay
its fair share of taxzes so government can
handle the in, act problems.” 59/

Ancther corporate official outlined several industry
policy changes that he believes are needed if the Rocky
Mountain area is to produce the minerals required to meet
the Nation'’s energy needs. The policy changes outlined
by this official can be summarized as fcllows:

--Reinvest a larger share of its profits in the area,
especially if the increased production of minerals
results in increased costs to the local socieiy or
local government.

-~-Make its development plans available to local govern-
mental units to enhance local and State planning.

-~Help plan and fund technical education and the
retraining and relocation of skilled workers.

-~Spend more money for research on the issue of local
impact aimed at specific regional problem solving.

--Help with solutions to social problems. 60/

The official also said that there is too often a lack
of coordination and communication between industry and Govern-
ment and long-range planning between them is either virtually
nonexistent or proceeds in adverse directions. He added that
achieving coordination and control of growth ocutlined above
will probably reguire writing land use planning gquidelines
into law. 61/
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MORE NEED3 TO BE DONE

Major problem areas need to be given more attention.
Communities that take positive action on the basis of develop-
ment plans can incur costs which are lost if development does
not take place. No provisions have been made by Government
or industry to reimburse communities for losses incurred if
resource-development plans change after planning, designing,
or construction of public facilities has begun. The major
problem area, however, concerns the amount of frout-end money
available to provide the reguired public facilities and serv-
ices.

Provisions against loss

Faced with possible losses of investment if development
plans change or projected population increases are too high,
communities are reluctant to begin planning, designiag, and
constructing public facilities before development begins,
This reluctan.e could be overcome if Government or industry
would guarantee to reimburse community investments when
development plans change.

If industry changes its mind concerning development
plans and State and local governments have already invested
in public facilities and services to support that future
development, industry could be required to reimburse State
and local govermnments. If, however, plannecd development
does not take place because of Federdl or State actions or
changes in authorizations or regulations affecting the
development, then that government could be responsible
financially for its actions.

The Office of Management and Budget told us that it
has concluded that a provision against locan is not necessary
because community investrents should be delayed until re-
source development is underway.

Front-end funds

Government and, to a much lesser extent, industry, have
provided and will continue to provide funds for housing and
public facilities and services. It has not been determined,
however, how much more will be needed.

Many factors affect the amount of assistance that will
be needed to cope with the effects of rapid growth. The
rate of future resource development, which we discussed in
chapter 3, is perhaps the variable that most determines the
amount of assistance that communities will require.
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Other factors bearing on the amount of assistance
needed, such as unused existing facilities, building codes,
and legal bonding limitations, will vary from community to
commuriity. The amount of assistance required can be com-
puted only after tlie extent and timing of development are
known.

Several studies have estimated widely varying per
person costs of facilities and services for individual com-
munities experiencing rapid grcwth, The low and high esti-
mates are $3,121 62/ and $4,892, 63/ respectivity, in 1975
dollars. —— _—

Because the extent and timing of development is not
known, it is impossible to precisely compute how much money
and over what period each community and the total Rocky
Mountain area will require to meet the effects. For example,
chapter 3 discusses recent events, such as the suspensions
of o0il shale leases, the withdrawal of the sponsors for a
major powerplant, and the continuing uncertainties ccncern-
ing synthetic fue! and nuclear power development, which could
reduce the estimaire of increase in population by 1985. How-
ever, using available estimates which do not reflect these
recent events, a 600,000 increase in population in the six
States where most of the Rocky Mountain energy development
is likely to take place by 1985, and the per person costs
developed in the two studies discussed abcve, between $1.9
and $2.9 billion in 1975 dollars might be required.

WHO SHOULD PROVIDE THE ASSISTANCE?
THE IS3UE

Pront-end assistance must be provided. The main issue
is: What should be the roles of the States, the Federal
Government, and industry in providing this assiscance. Al-
ternative courses of action are discussed below.

Let the States pro.ide the solution

By taking appropriate steps, the States can provide much
of the aid that affected coemmunities will need. What the
States will accept as their role, however, remains to be seen.

The States have various mechanisms available for raising
money and distributing it to needy communities without di-
rectly taxing the States’ populations. These mechanisms in-
clude levying severance taxes on extracted resources; creat-
ing a bonding authority to issue special revenue bonds, the
procceds from which can be used to make loans to .ncal gov-
ernments; using discretionary Federal funds under existing
programs; and taking advantage of the increased moneys

53

ez



available in royalty payments, and loans under the Federal
Land Policy and Management Act of 1976, and in annual pay-
ments under Public Law 94-565. Severance taxes on ernergy
resources result in the ultimate energy consumer paying for
the aid provided to communities.

Rocky Mountain State and local governments could be
responsible for providing 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.
In addition, considerable Federal funds in royalties,
annual payments, loans, and grants are already avail-
able to the States for this purpose.

--Based on the traditional separation of powers and
responsibilities, it is mainly & 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 continue to provide some assistance and
look for ways to make its existing programs more
useful to the States and local governments.

--They can encourage or reguire greater industry
participation through such actions as legislation
permitting prepayment of corporate, sales, and ure
taxes, and by requiring industry performance bonds
which would be forfeited if development would not
occur due solely or principally to an industry deci- ,
sion.

Prepayment of corporate, sales, and use taxes, such as l
now allowed by Utah, would provide needed front-end funds.
Industry performance bonds would provide State and local
governments with insurance against the risk inherent in
providing facilities and services before growth occurs.
(See p. 56.)

States can take steps to solve the problem of imbalances
between tax jurisdictions and can work to convince the respec-
tive constitue.w. tes of cities, schcol districts, and counties
that all three . xing jurisdictions must join in adjusting
local revenue imualances. Legislation can be passed to allow
local governments to voluntarily combine for revenue purposes.
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Provide a Federal solution

Many people believe that, because the need for energy
is a national one and because much of the development will
take place on Federal lands, the Federal Government should
assume additional responsibility for aiding States and com-
munities affected by energy resource development. Gover-
nors of nine Rocky Mounntain States and Nebraska expressed
this belief in February 1975 in discussing coal development
when they jointly stated:

"# *# * gince the demand for development of Federal
coal in the West is a result of national needs,
then there is a corresponding national responsibil-
lity to insure adequate relief for environmental
and socio-ecomonic impact.® 64/

Federal programs that have provided aid to Rocky
Mountain area communities are not specifically designed to
help small communities cope with rapid population growth
and are administered by a number of agencies with little
coordination., The Federal role could be expanded through
current programs, new programs, or a combination of the
two,

Current programs could be used to provide greater
assistance by designating energy-affected communities for
priority funding and/or increasing funding of present pro-
grams. The recently enacted legislation discussed on
pages 48 and 49 will greatly increase the Federal funds
available to help energy-affected areas and has dec:cnated
these communities as having priority in receiving miresral
leasing royalties. However, increasing funding of crecent
Federal programs to assist State governments may nor -=1p
energy-affected communities unless the States use tn.-_: dis-
cretion to distribute the fuads to them. No effect:iv-
mechanisms exist for the Federal government to guarer:c. =
that funds which are given to States will go *o commun.t:ies
where impacts occur.

Further designating energy-affected communities for
priority funding under present programs withoe © increasing
funding could cause a shift of assistance from nonaffected
communities also having great needs. 1If present programs
were expanded to help affected communities, a current prob-
lem would@ continue--small communities would still find it
difficult to know which of the myriad of Federal programs
they might be eligible for and to make necessary applica-
tions because of a lack of staff. Designating affected com-
munities for priority funding and increasing fundinz of
present programs still might result in a shift in assistance
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from nonaffected communities to energy-affected communities.
In addition, the communities would still have the problem
of learning about the many Federal assistance programs.

Establishing one Federal office where State and local
officials could go to learn which Federal programs they
might be eligible for and to initiate application proce-
dures might result in increasing the effectiveness and
efficiency of present Federal programs.

New Federal programs could be established to assist
local governments tc meet their financial needs for the
planning, design, construction, and management of public
facilities and to help solve the timing problem by
quaranteeing to reimburse communities for costs incurred
in planning and designing facilities and services when
development plans change. Federal assistance could in-
volve direct grants, loans, matching funds, guarantees
of private loans, gjuarantees of local government bonds,
or a combination of these techniques.

In 1976, bills (S. 3007 and H.R. 11797) were introduced
in the Congress to establish & new program that would assist
States, Indian tribes, and local governments affected by
the development of Federal rescurces. The legislation would
have established a $1 billion fund to make planning and
management grants to States and Indian tribes and loans
and loan guarantees to States, local governments, and Indian
tribes to assist in providing public facilities and services
necessitated by the development cf Federal energy resources.
The 94th Congress adjourned without passing the proposed
legislation.

Increase industry participation

Industry could contribute significantly in helping
to meet the socioceconomic impacts of energy resource
development in the Rocky Mountain area. Industry could
increase its assistance in four major areas--through coordina-
tion of development plans with State and local governments,
prepayment of taxes where sliowed, performance bonds, and
guarantees of local debt.

Coordination of industry energy resource development
plans with State and local governments would enable the
governments to plan, design, and provide for required public
facilities and services before development, thus alleviating
many of the problems associated with rapid growth.

Prepayment of corporate, sales, and use taxes would help
" States to provide facilities and services where little or none
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existed prior to development, Industry would have an
incentive to prepay its taxes in this situation because the
likelihood of attracting employees to live and work in an
area or to commute to an area without many basic facilities
and services is small. Thus, if a company wants people in
an area where a suitable infrastructure does not exist, it
may decide to prepay taxes to allow State and local govern-
ments to provide it. A disadvantage is that prepayment of
taxes would increase a company's capital needs and total
costs prior to receipt of income on a project.

The posting of induxt.y performance bends, which would
be forfeited if develcpment does not occur due solely or
principally to an industry decision, wnuld insure State and
local governments againsi the risk of p-eviding public facili-

ties and services prior to developr--: :. then having in-
dustry change its plans and leav - . ~~* local govern-
ments with unneeded facilitiss., r. - 1d debts.

Potentially, industry .1 2 - '~ :.  »:al debt in-
curred to build facilitie e s * energy resource
development. This migbt »»-¢ ..+ -~_... ... lecal govern-
ments to borrow from com - .. i TR + when they
might not otherwise qual -+, JUAPI wever, could
adversely affect a corpe. @ "ui's ¢ sy 1 _:1coo..  capacity
since debt guaranteces m . ‘. Al-cf . ger . Clsicral state-~
ments. Therefore, it i wuntuse v Lir 2. 0.0 s 14 be
adopted.
CONCLUS10NS

Energy developnen: wou, - ~as mL .0 poan s o ~-valoped
and relatively unpo~ laved pa - o7 & .0 fooee s wrea.
New communities wou:id zuring ur Soemtre Ly L e rist-
ing communities would grow ur2ma. - liv. comp . ¢ Many
cemmunities would lack the financ.. . 2 % .7ide
required facilities and services. . =+ w. .3} . 4 assistance
until their revenues expanded to mat-:. < o .35 of growth.

For reasons discussed on pages 53 an. -, we believe

that State and local governments should be primarily respon-
sible for providing the necessary facilities and services,
but that the Federal Government and private industry should
provide some assistance. The States have various mechanisms
available for raising money and distributing it to needy com-
nunities without directly taxing the States' populations.
These mechanisms include levying severance taxes on extracted
resources; creating a bonding authority to issue special
revenue bonds; using discretionary Federal funds under exist-
ing prugrams; and taking advantage of the increased moneys
available in royalty payments and loans under the
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Federal Land Policy and Management Act of 1976, and in
annual payments under Public Law 94-565. State, county, and
local governments can also legislate or otherwise regulate
terms and conditions tor additional industry assistance.
These governments should work together to en:ure that funds
received from energy development are equitab.y distributed
to energy-affected communities,

It is not industry's responsibility to osrovide the
facilities and services needed because of en3:rgy resource
development. However, industry does have a strong and con-
tinuing responsibility to make its development plans avail-
able to State and local governments as soon as possible and
to establish and maintain a continuing liaison with these
governments to keep each advised of the others' plans. In
addition to paying its fair share of taxes, industry is
responsible for meeting other reasonable requirements im-
pcced by 3tate and local authorities. These regquirements
could include the posting of industry performance bonds to
be forfeited if development does not occur due solely or
principally to an industry decision and industry guarantees
of local debt incurred to build facilities needed because
of energy resource development.

Although State and local governments should be
primarily responsible for providing facilities and serv-
ices to energy-affected communities, the Federal Government
should continue to provide some assistanca. Recently, the
Federal Government has greatly increased its assistance
and will likely provide in excess of $2 billion in royal-
ties, annual paynents, grants, and loans to Rocky Mountain
States and communities between now and 1985. In addition,
the Federal Land Policy and Management Act of 1976 provides
for loans to States and communities up to their anticipated
mineral royalties for any prospective l0-year period, which
in the case of the Rocky Mountain States will likely be be-
tween $1.5 billion and $2 billion for the next 10 years.

Increasing funding of present Federal programs to
assist State governments may not help energy-affected com-
munities unless the States use discretion in distributing
the funds to them. No effective mechanism exists for the
Federal Government to guarantee that funds given to States
will go to communities where impacts occur. There is no
evidence that the Federal Government should interfere in
the relations between State and local governments at this
time. However, we believe there should be assurances that
impacted communities will receive the requisite funds needed

to mitigate the socioeconomic impacts of energy resource
development.
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In view of the substantial Federal assistance now avail-
able and State and local governments' inherent responsibil-
ities for providing facilities and services, we believe that
the need for additional Federal assistance at this time has
not been demonstrated. Loreover, the pace of Rocky Mountain
energy resource developmant and thus the revenues needed to
provide facilities and services is uncertain, and recent
events indicate a slower pace of development than recent
studies anticipated.

I1f, however, the Congress does wish to enact a program
to further help Rocky Mountain communities, we believe that
such assistance should be contingent on the States taking
actions to meet a minimum level of assistance to energy-
affected communities and on the States developing plans to
systematically deal with the impacts. This would be neces-
sary, in our opinion, because of the inherent responsibility
of the States to help provide the assistance and because of
the widely varying levels of assistance States have pro-
vided to date. We also believe that before a State is
granted assistance it should be required to provide assur-
ances that the assistance will be used to help energy-
affected communities.

There is a need, in our opinion, for a Federal "one-
stop shopping center" where Rocky Mountain State and local
officials can go to determine what assistance they may be
eligible for under the many fragmented Federal loan and
grant programs which can provide funds to energy-affected
areas, and obtain assistance, if necessary, in applying
for such aid. We believe that such an office would require
only several staff persons and that it could be opened by
the Mountain Plains Federal Regional Council--which is
responsible for coordinating Federal programs in the
six~State area wheire most significant Rocky Mountain energy
development is likely to occur--provided that funds are
appropriated ror the office or the Council obtains prior and
specific congressional approval for the use of funds appro-
priated to the member agencies.

RECOMMENDATIONS TO THE UNDER SECRETARIES
GROUP FOR REGIONAL OPERATIONS

We recommend that the Under Secretaries Group for
Regional Operations:

~-Take whatever action may be necessary to open and
staff an office where State and local officials
can obtain advice on the availability of Federal
assistance programs and, if necessary, assistance
in applying for such aid. This could be accomplished

ﬂicw-“:ﬂ
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under the auspices of “he Mountain Plains Regional
Council provided the funds are appropriated for such
an office or prior congressional approval is given
for the use of funds appropriated to agencies that
are members of the Council.

--Monitor and periodically evaluate the work of the
office and the need for additional Federal assist-
ance to Rocky Mountain State and local communities
affected by energy development,

—-Direct that any such cffice established by the
Under Secretaries Group prepare an annual report,
in close coordination with the Federal Energy
Administration, evaluating the need for additional
FPederal assistance. This report should include
information on (1) the status of energy develop-
ment in the Rocky Mountain area, (2} expected develop-
ment in the coming year, (3) projected needs of af-
fected States and communities in the coming y=zar,
{4) expected levels of Federal, State, and industry
assistance, (5) additional assistance needs, if
any, and alternative courses to meet those needs,
and {(6) status and implications of proposed State
and Federal assistance legislation. 1In the event
that appropriations or congressional approval are
not granted for such an office, the Under Secre-
taries Group should request the Federal Energy Admin-
istration, in cooperation with other responsible agen-
cies, to prepare this type of report.

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 development.

We believe that the need for additional Federal assist-~
ance at this time has not been demonstrated, 1If, however,
the Congress does wish to further help Rocky Mountain commu-
nities, we recommend that any such assistance be contingent
on the States taking actions to meet a minimum level of as-
sistance to communities affected by energy resource develop-
ment and on the States developing plans to systematically
deal with the impacts. The States should be regquired to
clearly demonstrate in these plans that the assistance would
actually be used to help energy-affected communities.
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CHAPTER 5

AGENCY COMMENTS AND OUR EVALUATION

The Office of Management and Budget, the Department of
the Interior, the Federal Enrrgy Administration, the West-
ern Governors' Regional Energy Policy Otfice, and the
Council on Environmental Quality provided formal comments
on a preliminary copy of this report which were considered
in finalizing the report. (See apps. III through VIII.) 1In
essence:

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

--The Federal Energy Administration said that
mitigating socioceconomic 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 Quality did not
believe that the report surpcrted our con-
clusion that the need for additional Federal
assistance at this time has not been demon-
strated.

The views of these agencies vary greatly on the nature
of the problems and what needs to be done to mitigate them.
We continue to believe that State and local governments
should be primarily responsible for providing the necessary
facilities and services and that the need for additional
Federal assistance at this time has not been demonstrated.
Discussed below are the major commente on our report, along
with our evaluation where differences exist,.

OFFICE OF MANAGEMENT AND BUDGET

The Office of Management and Budget stated that our
conclusicn that the need for additional Federal assistance
has not been demonstrated seems sound in view of the

—--powers of the Western States to tax plant and equip-
ment on Federal onshore mineral leases and to impose
severance taxes on Federal onshore minerals;

--August 1976 increase from 37.5 percent to 50 percent

in minerals leasing royalties going to these States;
and
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-~considerable financial assistance the Western States
will receive under the October 1976 legislation which
provides direct annual payments to units of local gov-
ernments for certain Federal lands within their bound-
zries.

The Office of Management and Budget also supported our
conclusion that, if the Congress wishes to enact a new pro-
gram to further help Rocky Mountain communities, any assist-
ance should be contingent on the States taking actions to
meet a minimum level of assistance to communities impacted
by energy development.

DEPARTMENT OF THE INTERIOR

Interior said that it has operated for some time under
a policy generally in agreement with the thesis of the
report--that State and local governments have the prime
responsibility for providing the necessary facilities and
services to meet the needs of the increased permanent pop-
ulation associated with energy development in the Western
States, since tlese governmental units receive net economic
benefits over t.me from energy development activities ini-
tiated by viable industries. Interior said that for the
most part the Federal role should be incremental and should
consist mainly of more effective coordination of existing
programs,

Interior also said that the report indicates great
faith in the capability of existing Federal aid programs
to meet impact needs but that it did not entirely share
that faith because, as we point out in the report, these
programs cannot always be tapped flexibly or applied
legally to boom situations in a timely way. The Depart-
ment noted that this situation will be somewhat alleviated
by the provisions of the recent Federal Land Policy and
Management Act of 1976, allowing States end political
subdivisions loans on expected mineral leasing revenues.

We recognize that existing Federal programs are not
likely, by themselves, to solve all of the socioeconomic
problems of Rocky Mountain energy resource development.

We do not believe, however, that a Federal solution is
reguired for all the problems. The Fedeial Government

will likely provide in excess of $2 billion in royalties,
annual payments, grants, and loans to Rocky Mountain States
and communities between now and 1985. 1In addition, the
Federal Land Policy and Management Act of 1976 provides for
loans to States and communities up t¢ their anticipated
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mineral royalties for any prospective 10-year period, which
in the case of the Rocky Mountain States will iikely be be-
tween $1.5 billion and $2 billion for the next 10 years.
These funds will be available prior to and concurrent with
energy tesource develomment and can go a lon3 way to mitigate
the socioeconomic impaci. of that development.

FEDERAL ENERGY ADMINISTRATION

Although the Federal Energy Administiation said that
mitigating socioeconomic impacts of energy resource devel=-
opmeint would not require a massive increase in Federal
assistance, it said that communities have neither the
financial nor planaing capacities to meet the impacts and
that the abilitv of States to meet the impacts has been
exaggerated. The Administration noted that the Wyoming
Community Development Authority--which is authorized by a
1975 law to issue up to $100 million in revenue bonds, the
proceeds of which are to be used c¢o make loans to local
jurisdictions to provide a wide range of public facilities
and services--had issued no bonds as of December 1976 pend-
ing settlement of questions concerning the legality of the
Authority under the State constitution.

Our report recognizes that the need for housing and
basic public facilities and services often arises before
adequate local funding is availaple to provide them. That
is why the main issue addressed in the report is: What
should be the roles of the States, the Federal Covernment,
and industry in providing assistance to the comrunities?

The report shows that until recent years no Stelz
raised significant amounts of money to mitigate socio-
economic effects of energy development and that too little
action has been taken by most of the States to help their
communities. On the other hand, the Federal Governmen. has
recently acted to greatly increase its assistance. This,
in our opinion, leaves the ball in the hands of the States,
and the next move is theirs. Wyoming and Montana have
shown that States can provide a far grezater amount of
assistance than at present without unduly burdening their
taxpayers. States can also legislate or otherwise requlate
terms and conditions for additional industry assistance.

We believe the States should take those actions already
available to them before consideration is given to pro-
viding additional Federal assistance. Any State constraint,
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such as a constitutional limitation, which precludes a
State from meeting its responsibilities, can and should be
removed by the State 1f the State believes that the form of
assistance being constrained is the best way to go.

Other FEA comments were that:

--Industry's re¢sponsibility has been understated, but
there is increasing industry recognition that its
ability to furnish front-end capital may have to be
called on to deal with impacts of energy resource
development.

--Federal block grant programs are not oriented toward
rural communities with relatively full employment,
small percentages of low income families, and large
projected population increases. Communities and
States are not able Lo meet eligibility requirements
or qualify under formulas for grants to prevent the
types of problmms the programs are meant to cure.
Legislation is needed to correct the inequities.

--It fully agreed that extensive coordination among
Federal agencies undertaking energy-related socio-
economic projects is necessary but doubted that,
without designation of a lead agency to coordinate
impact activities on a national basis, the efforts
of high level groups, such as the Under Secretaries
Group or Federal Regional Councils, will have much
effect.

The report points out that industry could contribute
significantly in helping to meet the sociceconomic impacts
of energy resource development and discusses ways in which
industry could increase its assistance. We believe industry
has a strong and continuing responsibility to make its
development plans available to State and local governments s
as soon as possible and to establish and maintain a con-
tinuing liaison with local governments to keep each advised
of the other's plans. In addition to paying its fair share
of taxes, we believe industry is re3ponsible for meeting
other reasonable requirements impoced by State and local
authorities. These requirements could include the posting
of :irndustry performance bonds to be forfeited if develop- oo
ment does not occur due solely or principally to an in-
dustry decision and industry guarantees of local debt in-
curred to build facilities needed because of energy resocurce
development.
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Our report does not include Federal assistance to
energy-affected communities that might be provided by
Federal block grant programs and thus we cannot address
whether these programs are inequitable. Although the
report recognizes the limitations of the other Federal
loan and grant programs which can provide assistance,
we do not believe that the limitations are necessarily
inequities and, thus, do not see a need ZIor legislation
to correct inequities. The programs discussed in this
report were established for specific purposes and the
competition for the assistance is great. Those communities
that can demonstrate the most need are those that get
the assistance. Energy-affected communities have received
and will continue to receive assistance under these pro-
grams. We believe that effective implementation of our
recommendations, together with the Mountain Plains Federal
Regional Council's formal assignment of lead agency re-
sponsibility to the Federal Energy Administration for its
energy-related activities, will help ensure that energy-
affected Rocky Mountain communities receive everything to
which they are entitled.

WESTERN GOVERNORS' REGIONAL
ENERGY POLICY OFFICE

The Western Governors' Regional Energy Policy Office
disagreed with our conclusions, sayina that they tend to
greatly overstate the capacity of existing Federal pro-
grams to provide assistance either directly or indirectly
to Rocky Mountain communities affected by energy develop-
ment. In this regard, we reemphasize our position stated
throughout the report that the Federal Government's assist-
ance which will likely exceed $2 billion in royalties,
annual payments, grants, and loans bei:ween now and 1985 can
go a long way to mitigate the socioeconomic impacts of that
development. In addition, the Federal Land Policy, and
Management Act of 1976 provides for loans to States and
communities up to their anticipated mineral royalties for
any prospective 1l0-year period, which in the case of the
Rocky Mountain States will likely be between $1.5 billion
and $2 billion for the next 10 years.

The Western Governors' Office aiso pointed out that
-~-there is no Federal program design=d to alleviate
negative impacts in an integrated comprehensive

manner,

~~State and Federal programs that could be used to
alleviate negative impacts are not coordinated, and
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--there is no "one stop shopping center® where State
and local officials can obtain advice on the
availability of Federal assistance programs.

The Western Governors'® Office recommended that (1)
energy-affected communities be designated by law to receive
special treatment in priority of review of applications,
planning assistance, and funds from sources otuer than the
allotted amount of the standard program so as not to take

=41 nA (21
ffom v.,l".e.'.‘ nonaffected COIIHNHIALt]' appl;\.uua.unlc anag (2; a

Fecderal "impact team" be established in each Federal region
to be completely knowledgeable about applicable Federal
programs; travel to the affected communities to advise
local officials of the availability of certain programs;
assist local officials in writing out applications for
zrograms; and be knowledgeable of State impact programs

=<3 dev=2lop a working relationship with each State's impact

-2,

We have revised our recommendations to generally pro-
vi: %tate and local officials with the type of assistance

the - zzern Governors' Office was calling for in its second
rec- ~Jation. We do not agree, however, with the Office's
firs- -ommendation which would require more Federal assist-
#rce . . The Federal Land Policy and Management Act of

1%76 has «!ready provided an opporLunlty for energy-affected
communities =0 obtain priority in receiving mineral leasing
royalties. we Lelieve this provision of the act allows

the State lej:slatures to reflect priority concern for
energy-affected cormunities through their allocation of
these Federal funds ~‘+hin their States. Further, it pro-
vides an explicit veh:..~ for energy-affected communities
to express their needs tc the State legislatures and peti-
tion for funding relief. we also do not see why energy-
affected communities should be designated for special
treatment on priority <f review of application and planning
assistance. All communit.:<s stnuld be treated equally; the
cause of the need--wheths+ it u» energy development or
something else--should rn - enable one community to get an

advantage over another community havir similar or greater
need.
The Western Governors' Of :_ e a! . te
"The conclusion th-' most :. con 1¢c im-
pacts ought to be ; .:d for . .rate programs
based on severance taxes ¢ not r- .roond to

political reality. Most .. Lern states have
some form of a severance tu: or what amounts
to a taxing scheme based upon production.
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Over the years, these revenues have been com-
mitted to a wide range of state programs
funded by the general treasury for citzens
throughout the state. It would appear that
states are now expected to redirect those
funds or raise the level of taxes to accom-
modate massive expenses in a few isolated
locations within a state."

Our report does not say that most socioceconomic impgcts
ought to be paid for by State severance taxes. Rather, 1t
states that:

--State and local governments should be primarily re-
sponsible for providing the necessary facilities and
services.

--The States have various mechanisms available for
raising money and distributing it to needy communi-
ties without directly taxing the States' populations.
In addition to severance taxes, these mechanisms in-
clude creating bonding authorities to issue special
revenue bonds, the proceeds from which can be used
to make loans to local governments and using the sub-
stantial Federal funds under existing programs, which
will likely provide in excess of $2 billion in royal-
ties, annual payments, grants, and loans to Rocky
Mountain States and local communities between now and
1985. 1In addition, the Federal Land Policy an¢ Man-
agement Act nf 1976 provides for loans to States and
communities up to their anticipated mineral royalties
for any prospective 1l0-year period, which in the case
of the Rocky Mountain States will likely be hetween
$1.5 billion and $2 billion tor the next 10 years.

We are also saying that States must use their discretion to
distribute to affected areas moneys they receive from exist-
ing Federal programs and from rnew measures they take. We
are not saying that States must redirect revenues from

their existing taxing schemes, but that States should
evaluate the pros and cons of such action, and act accord-
ingly.

COUNCIL ON ENVIRONMENTAL QUALITY

The Council said that to support the conclusion that
the need for impact assistance has not been demonstrated,
the discussion of availability of various direct and in-
direct sources of Federal funds should include:

‘1. An estimate of projected needs.

k2l
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2. A discussion of Federal financial aid broken
down by kind and amount of aid provided to
whom and for what purposes,

3. A matching of items 1 and 2 to determine what
gaps still exist and what programs and recent
legislation exist to f£ill them.

We recognize the importance of matching projected needs
against existing Federal aid and the assistance States and
industry are providing and can provide. However, the under-
taking of such an effort to show that additional Federal
assistance is or is not needed would be the responsibility
of the executive branch. Since this had not been done, we
concluded that the need for additional Federal assistance
at this time has not been demonstrated.

Projected needs cannot be determined precisely because
of the many uncertainties regarding such matters as the
extent of fuvture Rocky Mountain energy resource development,
the location of that development, the needs of energy-
affected communities, and costs of meeting those needs.
Similarly, there are problems in determining how much
assistance the States can reasonably be expected to pro-
vide. We believe that the States can provide substantial
additional assistance. To date the States have provided
widely varying levels of assistance; some States have pro-
vided a lot, cthers little. Theoretically, the States could
meet the needs several times over; practically, however, we
recognize there are constraints.

In addition, we have recommended that the Under Secre-
taries Group for Regional Operations take a more active role
in identifying and assessing the status of energy development
and related socioeconomic needs and assistance, and in as-
sisting affected communities in obtaining available Federal
aid.

This report puts in perspective the nature of the Rocky
Mountain socioeconomic problems, how much it might cost to
mitigate them, who is doing what to provide assistance, and
what the roles of the States, the Federal Government, and
the industry should be. It also supports the conclusion
that the need for additional Federal assistance at this
time has not been demonstrated.

72



CHAPTER 6

—— e s e s e

SCOPE OF REVIEW

This report presents the results of a survey of the
socioeconomic effects of energy resource development in the
Rocky Mountain area. During the survey, we identified
existing and alternative Federal, State, local government,
and industry actions that might mitigate those effects. We
obtained information from the following agencies and organ-
izations.

Federal agency/organization

Council on Environmental Quality
Denver Federal Executive Board
Department of Agriculture:
Farmers Home Administration
Forest Service
Surface Environment and Mining Program
Department of Commerce:
Economic Development Administration
Department of Health, Education, and Welfare:
U.fice of Education
Public Health Service
Department of Housing and Urban Development
Department of the Interior:
Bureau of Land Management
Bureau of Outdoor Recreation
Bureau of Reclamation
National Park Service
U.S. Geological Survey
Department of Labor
Department of Transportation
Environmental Protection Agency
Federal Energy Administration
Federal Power Commission
Law Enforcement Assistance administration
Mountain Plains Federal Regional Council
Office of Management and Budget
Small Business Admiaistration
Water Resources Council

Environmental groups

Environmental Defense Fund
Environmental Impact Assessment Project
Environmental Policy Center

Friends of the Earth

Northern Plains Resovrce Council
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Industry and research groups

El Paso Natural Gas Company

Exxon Company, U.S.A.

Los Almos Scientific Laboratory

The 0il Shale Corporation

Utah International, Inc.

University of Denver Research Institute
Western Energy Company

Western Gasification Company

State and local government

Colorado

Federatiun of Rocky Mountain States

Forsyth, Montana

Gillete, Wyoming

Montana

Utah

Western Governors' Regional Energy Policy Office, Inc.
Wyoming

Federal-State partnerships

Four Corners Regional Commission
Northern Great Plains Resources Program
01d West Regional Commission

We reviewed numerous studies, portions of which are
discussed in this report. The studies include environmental
impact statements, assessments of the impact statements,
new town feasibility studies, FEA's Project Independence
Task Force reports, and socioeconomic impact studies. Ap-
pendix I is a bibliography of Rocky Mountain Area socioceco-
nomic studies.
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APPENDIX I APPENDIX I

BIBLIOGRAPLY OF ROCKY MOUNTAILL. AREA

SOCICECONOMIC STUDEES

Albrect, S.L., "Sociological Aspects of Power Plant Siting," in
Proceedings of Intermountain University's Conference on Policy
Formulation and the Development of Energy Resources, Salt Lake
City, Utan, 1972.

A Typical Boom Area in the Rocky Mountain Reuion, Its Problems State
and industry Planning, Federation of Rocky Hountain States, Inc.,
Uenver, Colorado, fechnical Paper 700-74-B.

Bleiker, H., 'Community Planning for Coal and 0i) Shale Development or
a Strateygy for Boom Town Planning," a paper presented at the 1974
American Institute of Planners Conference, Denver, Colorado, 1974,

Booner, William S. & Robert K. Middleton, Developing Dispersed Com-
munities, City Planning Division, University of Arkansas, Harch
972.

Booz, Allen & Hamilton, A Procedures Manual for Assessing the
Socigeconomic Impact of the Construction and Operation of Coal
Utili1zation Facilities in the 01d West Region, prepared for tne Old
Hest Regional Commission, June 18, 1974,

Bowers, James M., lousing Report, prepared for Colorado West Area Council
of Governments, 1974,

Bowers, James M. and Associates, Moffit County Impact Report, Prepared
for Colorado West Area Council of Governments, 19/4.

Briscoe, Maphis, Murray and Lamont, Inc., 0il Shale: Tax Lead Time Study,
Boulder, Colorado, 1974,

Call Engineering, Inc. and Development Economics, Inc., Harketability,
Economic Feasibility and Socio-Economic Impact of Proposed Kaiparowits
Hlew Vown, Kane County, Uiah, Marcn 1975,

Colony Development Operation, 0il Shale: A Symposium for Environmental
Lenders: The Colony Case Study, AtTantic Richfield Company,
benver, Colorado, 1374,

Colorado School of Nines, Econoiwic impact of Alternative Energy Supply
Policies in Colorado, 1974,
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Community Service Program, University of iontana, A Study of Social
Impact of Coal Development in the Decker-Birney-Ashland Area,
Hay 19/5.

Curran, F.R., The People of Carters’ Wyoming Coal Development Plans, a
presentation given at the meeting of the Wyoming Assaciation of
Municipalities, 1974.

Developrient Research Associates and Gruen Associates, Housing and Com-
munity Services for Coal Gasification Cowplexes Proposed on tne
Navajo Reservation, April 1974, Prepared for El Paso Naturai Gas
Company and MWestern Gasification Company, New Mexico.

Doran, Duff & Gilmore, Socio-tconomic Impacts of Proposed Burlington
Horthern and Chicago North Western Rail Line in Campbiil-Converse
Counties, KWyoming, Denver: Denver Research Institute, 1974

urlington lorthern, Inc., spensored).

Dutt, Ashok K. & Frank J. Costa, Energy Resources anc Urhan Spatial
Pattern, The University of Akron, Ohio, 1974,

Economic Research Service, Migrant Response to Industrialization in Four
Rural Areas, 1965-79., U.S5. Department of Agriculture, Wasningtor,
b.C., 1974,

Federal Energy Administration, National Energy Outlook, February 1976,

Federal Energy Administration, Project Independence Report, Hovember 1974.

Federal Energy Administration, Project Independence, Coal Task Force
Report, November 1974,

Federal Energy Administration, Project Independence, 0il Shale Task
Force Report, ilovember 1974,

Feder21 Energy Administration, Project Independence, Huclear Energy
Task Force Report, Hovember 19/4.

Federation of Rocky Mountain States, Inc., Coal in tne Rocky Mountain Region,
A Summary of Resource Development, Land Use Studies, Denver, Colorado,
Hay 1974,

Federation of Rocky Hountain States, Inc., Energy Development in the Rocky
Mountain Region: Goals and Concerns, July 1975,

Federation of Rocky Mountain States, Inc., 1973-74 Land Use Legislation Status
Report in the Rocky Mountain Reqion, Land Use Staff, Federattion of
Rocky Mountain States, Inc. Denver, Colorado, Apri} 1974.
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Federation of Rocky Mountain States, Inc., Proceedings of the Federations's
10th Annual Meeting (in process}, Denver, Colorado, 1974,

Federation of Rocky Mountain States, Inc., Proceedings of the May 7, 1974
Conference on Boom Town Problems in Energy Development Areas,
Denver, Colorado, 1974,

Federation of Rocky Mountain States, Inc., Summary of 1975 Rocky Mountain
Land Use & Nhatural Resource Bills, October 1975,

federation of Rocky Mountain States, Inc., Resource City, Rocky Mountains,
Denver, Colorado, 1974,

Federation of Rocky Mountain States, Inc., The Future of the Human Environ-
ment in the Rocky Mountain States, Septemter 1974, .

Gilmore & Duff, Policy Analysis for Rural Development and Growth
Management in Colorado, Denver: Colorado Division of Planning, 1973
{Colorado Rural Development Commission sponsored).

Gilmore & Duff, Policy, Concepts, & Institutional Desian of Boom Town--
spensored by Rocky HMountain Energy Company, Working Paper "The
Sweetwater County Boom: A Challenge to Growth Management® issued
July 1974,

Gilmore, Duff, Prien, Doran, Schanz, Working Papers on 0il Shale Develop-
ment in Colorado, Rifle, Colorado: 01l Shale Regional Planning
Conmission, 1972 & 1973 (0i1 Shale Regional Planning Commission
sponsored).

Gilmore & Duff, Secial and Econemic Impacts of 0i1 Shale Development, and
Ameliorating Federal Actions to Accelerate Development--sponsored by
Interagency Task Force for Federal Energy Administration's Project
Independence Blueprint.

Gilriore & Duff, The Evolviny Political Economy of Pitkin County: Growth
Managenient by Consensus in a Poom Community, Aspen: Fitkin County
board of Commissioners, 1974 [Pitkin County sponsored).

Gilmore & Duff, The Sweetwater County Boom: A Challenge to Growth
idanagement, University of Denver Researcn Institute, Denver, Colorado,
JuTy 1974, (Rocky ifountain Energy Company).

Gilmore, Jaeckel & Duff, Local Service Employment and Diversification
Potential Reluted to Development of a Single Oil Shale Plant an
Garfield County, Colorado, Denver: {Colony Developwent Operation,
sponsored}.
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Gilmore, J.S. and M.K. Duff, The Sweetwater County Boom, A Challenge to
Growth Management, a working paper prepared for Rocky ilountain Energy
Company by the University of Denver Research Institute, Denver,
Colorado, 1974.

Gold, R., A Comparative Case Study of tne Impact of Coal Development on
the Way of Life of People in tne Coal Areas of tastern liontana and
Northeastern Wyoming, University of Montana, #issoula, Montana, 1974,

Hayes, Vicki, A Social-Economic Profile of the San Juan Basin, bureau
of Land Manageinent, August 19/4,

Intermountain Planners and Wirth-Burger Associates, Capitol Facilities
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TWENTY COMMUNITIES IN COLORADO, MONTANA,

THE_DAKOTAS, UTAH, AND WYOHMING_ RECEIVING

TBE MOST DIRECT FEDERAL AID DURING

FISCAL YEAR 1975

Community Funding Purpose of funding

s e et Pt e

(000 omitted)

bismarck, N. Dak. $ 6,431 Wastewater treatment works
construction grants, 15
Department of Health, Ed-
ucation, and Welfare, (HEW)
project, including aging
programs, maternal and
child health service, and
family planning projects
and development community
block and comprehensive
assistance planning grants.

#andan, H. Dak. 3,363 Cheese processing loan, mod-
ular home manufzacturing loan
wastewater treatment works
construction grants, and
mental health projects.

Meeker, Colo. 1,762 Water supply grant and loean
and wastewater treatment
works construction grant.

-Belle Fourche, S. bak. 1,566 Hespital loan and waste-~
water *reatment works con-
struction grant.

Forsyth, Mont. 1,312 Water and sewage lioan, 24~
unit housing loan, and
radio station loan.

Lame Deer, Mont. 1,228 8 HEW projects, including
Native American Programs
and bilingual and Indian
education projects.

Price, Utah 1,206 Wastewater treatmeat wocrks

construction grant and com-
munity mental health prcject.

o1 J



APPENDIX II

APPENDIX II

Purpose of funding

40-unit housing profect and
water supply grant

Water supply grant and 20-
unit housing projects.

Community Funding
(00C omitted)
Craig, Colo. 1,169
Carbondale, Colo. $1,150
Huntington, Utah 1,133

Glenwood Springs, Colo. 1,065

St. George, Utah 1,017
Gillette, Wyo. 876
Spearfish, S. Dak. 845
Rangely, Colo. 767
Rock Springs, Wyo. 738
Dickinson, N. Dak. 675

82

Wastewater treatment works
construction grant and water
and sewage loan.

Student housing project,
wastewater treatment works
construction grant, commun-
ity mental health centers,
and supplemental education
centers and services.

Wastewater treatment works
construction grant, hosrital
construction, and upward
mobility program.

Wastewater treatment works
construction grant and elec-
trical contractors motel.

Rental housing loan, upward
mobility program, Teachers
Corps, special services for
disadvantaged, handicapped
teacher education, and mental
health training.

Water supply ard wastewater
treatment works construction
grants.

Health maintenace, education
grants and loans, wastewater
treatment grant, HUD community
bleck and comprehensive assist-—
ance planning grant,

Westewater treatment works
construction grant.
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purpose of funding

Community Funding
Roosevelt, Utah 630

Beulah, N. Dak. $ 567
Santa Clara, Utah 461
Grand Junction, Colo. 41%

Total $_28.386
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Water supply loan and waste-
water treatment works con-
struction grant.

Water supply and wastewater
treatment works construction
grants, and 4-unit rental
housing loan.

Wastewater treatment works
construction grant.

Wastewater treatment works
construction grant, health
maintenanc? organizations,
and cancer cause and pre-
vention projects.
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- B EXECUTIVE OFFICE OF THE PRESIDENT

3
{\?‘J‘) N OFFICE OF MANAGEMENT AND BUDGET

-
WASHINGTON, D.C. 20503

DEC 29 197¢

Mr. Victor L. Lowe

Director, GCenerazl Government Division
United States General Accounting Office
Washington, D.C. 20548

Dear Mr. Lowe:

This is in response to your request for comments on the GAC proposed
draft report on '"Rocky Mountain Energy Resource Development: Status,
Potential, and Socio-economic Issues.'' We generally agize with the
conclusions of the report that "the need for legislation to provide
additional Feder:l e:>rgy impact assistance has not been demonstrated

at this time." 1This conclusion seems sound in view of the powers of

the Western States to tax plant and equipment on Federal onshore
mineral leases and to impose severance taxes on Federal onshore minerals.
The share of minerals leasing act revenues going to these states has also
been increased fiom 37 1/2 to 50 percent. In addition, the Western
States will receive considerable finarcial assistance under legisiation
passed in the ‘ast session of Congress which provides direct payments

in lieu of taxes to units of local govermments for certain Federal

lands within their boundaries.

We also generally support the report's conciusion that if Congross
wishes to enact a program: a) any assistance shoild he contingent on
the States taking actions to meet a minimm level of assictance to
communities impacted by energy development, and h) any new assistance
shculd be in the form of loans and, the loans shouid be forgiven only
if planned development does not take place because of Federal actions
or changes in authorizations or regulations.

We also have the following point:s on specific aspects of the report:

[See GAO note on p. 86.]
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[Sec GRO note on p. 86.]

With respect to the discussion of "provisions against loss"™ on page 58,
our analysis of this issue concluded that the public investmen*s ought
to be delayed until development is under way. Public facilities excess
to need would then rarely occur except when development took place pit

85

ety



APPENDIX IIXZ APPENDIX III

failed to reach projected levels or when development began tut then went
bankript for scme reason.

I trust this information will be useful in preparing your final report.
We look forward to receiving a copy of it.

cerely yo /,\

) P - I 3
rdul rn. U NeiLll
/ Deputy Director

GAO note: Material deleted does not substantially relate
to this final report.
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United States Department of the Interior

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

JAN 13 1877

Monte Canfield, Jr.

Director, Energy and Minerals Division
General Accounting Office

Washington, D.C, 20548

Dear Mr, Canfield:

This will transmit the comments of the Department of the Interior on
your draft report to the Congress entitled “Rocky Mountain Energy
Resource Development: Status, Potential and Socioeconomic Issuer.”
Our comments are mainly overall and genera..

This Department has operated for some time under a policy generally
in agreement with the thesis of the subject draft report, that State
and local governments have the prime responsibility for providing
the necessary facilities and services to meet the needs of the
increased permanent poenulat on associated with energy development
in the Western States, since these governmentali units receive

net economic benefits over time from energy development activities
iritiated by viable industries. Department officials also dgenerally
agree with the position that for the most part the Federal role
should be incremental, and should consist mainiy of more effective
coordination of existing programs., The Department’s position on
impact aid is well~known, having been expressed in internal issue
papers and in inputs to the development of the Administration impact
aid bill,

[See GAD note on p. 92.]
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[see GAN note on p. 92.]

Statistics are used to give the lay reader a view of the magnitude of
the problems described. Perhaps in time we can look for a more
rigorous analysis of variants between areas with statistics allowing
of comparisons among data. Several Federal agencies including ours
are exploring these needs.

{See GAC note on p. 92.]

The report indicates great faith in the capability of existing Federal-
aid programs to meet impact needs. We do not entirely share that

faith, These programs cannot be tapped flexibly at regional Federal,
State, or local levels. Nor can they generally legally be applied

to boom situations in a timely way. This is primarily because eligi-
bility depends on existing rather than projected needs. This situation
insofar as it arises from pub.ic lands will be somewiat alieviated by
provisions of the Federal Land Policy and Management Act of 1975,

P.L. 94-579, allowing States loans on expected mineral Jeasing revenues,

[See GAO note on p. 92.]
We are interested in potential roles for private industry. There
needs to be more public dialogue on what impacts the companies who
profit from the developments might reasonably be held responsible
for.

We trust these comments will be useful to you as you finisl. your report.
We would be especially interested to assist should you plan ary further
work on the problems in this avea of concern,

Sincerely yours,

rlbext C. Zapanéd
Assistant Secretary - Administration
and Management
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Specific Comments on GAO Draft Report to the Congress Entitled
"Rocky Mountain Energy Resource Development: Status, Potential,
and Socioeconomic Issues"

[See GAO note on pP. 92.]
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f{See GAQ note on p. 92.]

Page 11--In the cection “Rrount and Location™ of Chapter 3, statistics
are uced which, in our opinion, cannot be substantiated. For exernle,
statistics in the statement: “This region centains an estimated 1.5
trillion tons, 1A0 billicn of which are clascificd as rescrvez." Such
a statcement could lead Congress and other readers of the report &
exroneous conclusions as to the availcbility of reserves of coal,
econonically exploitable, in a precise location.

Page 15--The discussion of coal slurrv pipelizcs does not neonticn the
problem of water availability, nor the conflicts associated with exgort-
ing vater from a semi-arid State.

[See GAQ note on p. 92.]
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Pages 21 to 24--The auditors failed to mention two major deterrents to the
development of oil shale: (a) lack of offsite disposal legislation: and
{b} present violation of ambient air quality standards with the existing
environnent.

Page 26, scceond paragraph--Because uater demand is cited as an environ-
mental factor in a previocus discussion of coal-fired powerplants, ccal=~
gasification processes, and oil-chale conversion, it would he apprcpriate
to mention it in the geathermal context. In producing clectricity, the
water coasu:ption for cordenser cooling is about 1.8 gals/kwhr or 527 gals/
BTU X 10, rore than threce times the consumption of a fossil-fueled
generating station on a comparable erercy output basis.

[See GAOC note on p. 92.]

The followinjy observations, relating particularly to coal resource
development, are sibmitted to assict the auditors in refining their
report:

Page 13, last paragraph--The statcment: "“The long-term market for Northern
Gr-at Plains coal is less certain.” is significant. Once svlfur-
removing technology is perfected, midwestern arnd Appalachian coals,

with higher sulfur coatenz, will be able to corpete. Sulfur r-moval
technology is being tested in the prototype stage, and there is a
reasonahle probability that the cquipment will be commercially mar-
keted well ‘before 1985. The effect of this new technology should be

to reduce the demand for coal. This may be casting a shadow on attesmpts
to plan for the region based on long-term coal demand forccasting. In
other words, it is preciscly the conflict betveen the "clear and broad
market" for the immediate future (start of puragraph) acd the "less
certain® long-term market (cnd of paragraph) that makes social plonning
in the arca so difficult and risky.
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GAO notes

[See GAO note.}

Material aeleted does not substantizlly relate
to this rinal report.

92

APPENDIX IV



APPENDIX V APPENDIX ¥/

FEDERAL ENERGY ADAMINISTRATION
WASHINGTON, DC 20461

DEC 16 19786 OFTICE OF THE ASSISTANT ACMINISTRATOR

¥r. Moate Caniiald, Jr.
Director

Energy and Minerals Divisicn
U.S8. General Accounting Office
Washington, D. C. 20548

Dear HMr. Canfield:

Contained in this letter are the Federal Fneray
Administration's {FEA) comments on the draft revort
entitled "Rocky Mountain Enerdgy KResource Development:
Status, Potential, w«nd Sociceconomic T-sues.®" The
comments reflect #he consideration of the several
offices involved in socioceconomic impacts projects
both in Washington and in Denver,

While I will let most of the comments speak for
themselves, I feel it is important to highlight one
factor. We feel an excessive anount of Lime and money
has been spent at the Federal level frequently dunli-
cating earlier effcerts in studying rather than mitigating
energy-related impacts, FEA'C concern is to see “hat
useful guidance and tools for solving sccioeconomic
impacits problems arise from the money it soends. The
solutions will not reguire a massive increase in Federal
finarncial assistance to States. It will regquire coopera-
tion and coordination among all Federal agencies ard
technical expertise to assure that useful procucts

are developed as a part cf projects, and that national
energy policiss are not contradicted by aational programs
and block grant reguirements.

General Comments

[See GAO note on p. 109.j
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[See 'GAO note on p. 1C0.}

<. Approaches which communities may take to meet throir
financial requirements are not explained. The truth

is that while communities want very mnch to maintain
their independence from other go-=rnmental entities,
they have neither the sophisticated financial nor
planning capacities to do so.

3. The abjility of States such as wyoming and Montana
to meet the socioceconomic demands of ERD has been
exaggerated. Wnile the States desire to make ERD a
beneficial enterprise, the fact is that they do not
find the revenues from the Mineral Leasing Act and
other existing legislation adeguate to their needs.
Innovative fineancing mechanisms, such as the WCDA, have
been held up in the courts awaiting decisions concern-
irg their constitutionality. The WCDA has yet to issue
its first bonds. Colorado's ability to issue debt

is severely constrained by constitutional limitaticns.

4. Industry's responsibility has been understated.
Energy development firms do benefit economically from
their activities in these remote areas. If they were
not going tc benefit, they would not participate in

this development. It is not only in the best interests
of these companies to reduce the turnover rate of their
work forces by improving living conditions, but it is
their responsibility to orovide such technical and
financial assistance as they are able to meet the
front-end costs to the community of the conseguences

of energy resource development. It is, of course, ¢
industry's pesition that if it does shoulder such costs,
they should be passed on to the consumers of the energy
whicn they produce.

Last August, FEA held a workshop on financing and
structural alternatives for solution of socioeconomic
problems resulting from ERD. Many of the industry
representatives present expressed unwillingness to
finance community development directly, but a willing-
ness to assist communities if all other financial

and structural means available to communities had

been exhausted. There is increasing industry recog-
nition that its ability to furnish front-end capital
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may have to be called upon to deal with impacts of
energy resource development.

5. Industry desires a greater Federsl involvement

in the resolution of enerqy-related socioeconomic
problems. The lack of certainty surrounding ensrgy
development projects creates a lack of certainty
regarding the location, timing, and scale of community
growth. In this environment, industry is loathe to
make several capital investments. Federal policies

and requlations determine the cortainty of energy
facility siting and the ability of potentially impacted
communities to plan ahead and develop financial capability
for supplying public facilities and services when

they are needed,

FeGeral block grent programs are rot criented toward
rural communities with relativelv full employment,

small percentages of low income families and large
projected population increases. Communities and States
are not able t> meet eligibility requirements or qualify
under formulae for grants to prevent the typcs of
problems the programs are meant to cure

{See GAO note cn p. 100.]

Legislation is required to correct the ineauities in
the block grant progrem The Jcint Funding
Simplificaticn Act of 1975 is not sufficient. 1In
addition, increased articulation of national energy
policy would enhance the ability to deal with socio-
economic impacts.

6. Wwe fully agree that extencive coordination among
the gisparaste Federal agencies uncertaking energy-
related socioeconomic projects is necessary. We doubt
that without the uesignation of a lead agency the
efforts of high level groups such as the Undersecretaries-
Group or regional FRC's (which have no euthority te
commit funos) will have much effect., The Denver FRC's
function is to act as a clearinghouse. To give it

any more authority would add to existing bureaucracy
by interpocsing a mid level egency between the States
an¢ the Federal agencies. (see p. 75) The Denver FRC
has formally assigned FEA the lead role fer energy
relat- °~ sociceconomic prcjects.

[See GAO note on p. 100.]
*

[See GO note on p. 100.}
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{See GAO note on p. 100.]

FEA's 1976 Hational Ensrgy Outlook (NEO) suggests that
the figure of 560 willion tons ot coal to be mined in
the western States in 1935 is much too high. FEA's
current estimate is closer to 3%0 willion tons.

[See GAO note on p. 100.}

Additional specific comments are set forth in Attachmeut
A of this letter.

96

S e gy e

————




APPENDIX V APPENDIX V

If you have any questions about these comments or wish
to giscuss them further, please contact Roger [eldman,
Deputy Assistant Administretor for Finance  and
Environment.

senberg
Assistant ministrator
Energy Resdurce Development

Enclosures
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ALTACHHENT A

Specific Comrents

page
[See GAO note on p. 100.]

ix 2ne Paragraph., ©Host States (especially Colorado)
are constitutionally constrained in the issuance
of debt.,

X Siting legislation might well raise tne level of
certainty necessary to minimize impacts,
[See GAO note on p. 100.]
20 The discucsion of synthetic fuels starting on

page 20 cites an earlier GAO report on synfuels.
That report was severely criticizeu Ly EkRDA anc
others for leading to conclusions without
sufficient analysis or cata to justify those
conclusions. The criticism was valid., Further
dissemination ot these u-.founded conclusions
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APPENDIX

shoulu not cccur unless que .l{icJd by a clear
statement that they constitueie GAO opinions,
which have been sutjecteu to strong cnu con-
tinuing cisagreerent by others who nave pointec
out their lack of an analytical rpasis.

[See GAO note cn p. 103.}

Thirteentn line, substitute ".etween 59 ana”
for “"some at $15 to."

[See GAD note on p. 100.]
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{See GAO note.]

64 Preveyient 1ssue. Illegel in some States: inaustry
aces not like it.

[See GAO note]]

74 First sentence - Disagree for reczors stated
in generel conments,

Second raraareph - Erphesize the time factor
anu that inuustry will pbe reguiring some
infrestructure expansion to meet itc own
neeas,

76 First naregrach. Agqreed. as lonqg us Stete
plans sre a pert of that.

GAO note: Material deleted does not substantiaily relate
to this final report.
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Western Governd

New Mexico @ Celoredo @ Utoh
As ® Nevede © Mebrosko & M
Wyoming © North Daketa © Souvth Dakote

vy Policy Gffice
4730 Ockland Street

Danver, Colorado 80239
Prone — 303/371-4280

November 18, 1976

Mr. Monte Canfield, Jr.

Director

Energy and Minerals Division

United States Gernal
Accounting Office

Waghington, D. C. 20548

Dear Mr. Canfield:

I believe the problems of socioeconomic impact should not be viewed looking
down from above, but should be viewed while standing in the shoes of a
bewildered swall town mayor, who holds the office because no one else will
take it and who is fully employed running the local grain elevator. He has
just learned that his little town of 243 people will have a new coal mine
and a 1250 megawatt electric generating plant located four miles west of
town,

He didn't ask for this development and would prefer it didn't come to com-
plicate his life and that of the community. Where does he turn for help is

his first question. He may be dimly aware that there are federal agencies

that have been around a long time, such as the Farm Home Administration and

HUD that some communities have used over the years, but he had rever experienced
the filling out snd then amending and re-ame .ding of appliecation forms, the
countless telephone calls ard the trips to Bismarck and Denver that seem to be
required to obtain assistance in any form from a federal agency.

Now, the mayor finds that he 1s expected to be a full time, but unpaid city
official knowledgeable in planning, engineering, financing, grantsmanship and
public relations with ar intimate acquaintanceship with the actors on the
county, state and federal government stages. Where does he start in this
guessing game, and why did he take the office of mayor in the first place?

The federal programs were designed for situations that could be treated at
leisure and over a period of years in preparing plans and applications for
a specific project. But impacted communities are a different *reed of cats.
Their problems arrive in cascading overwhelming gobs. The electorate and
officials are frightened by the immensity and variety of the problems and
the telescoped timetable to cope with them.

“"Economic benefits" are used as the bait to get public acceptamce of the new
energy development just ourside of town. Yet every taxpayer kmows his property
valuations and taxes will be forced up; loan money will be quickly soaked up,
and interest rates will rise; the little family store will be forced out of
business by the supermarket; the local farmers will find farm labor available
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Mr. Monte Canfield, Jr.
November 18, 1976
Page 2

only at union scale; the retirees will find housing rentals going beyond their
ability to pay; the dust will hang in the air as streets go to pieces under
heavy trucks or are torn up to lay sewver and water plpes that will soon deliver
and take away water and sewage at rates greatly above what they were in the
tranquil days of good living. The list goes on and on, but it illustrates the
difficulty the unpaid mayor will haivz in convincing his fellow citizens that
the new energy development outaide of town is bringing them economic benefits,
and they should be happy to absorb the increased costa that go along with them.

The mayor w.ll soon ffad too many typical situations, which will make it too
costly or too inconvenient to uge so-called impact alleviating federal programs
because:

1. There ir no federal program designed to alleviate negative impact
in an fategrated comprehensive manner, only to deal with narrowly
defined problems.

2. Federal programs are designed to shuffle paper, take time, require
advance approved planning and are not concerned with negative
energy development impact as such. This requires formidable cut-
laye of capital for planning, which may satisfy one federal program
after many time consuming revisions, but may not satisfy another
tederal program. Four towns in the northern climes with only a
six month outdoor constructive season, these delays cecn turn into
years before work 18 actually begun and complected. Delays cause
8o much added cost from inflation that advantages of a federal
progrem are easily wiped out before the bureaucrats get around to
approving it.

3. Most federal programs allot a given amount of assistance to 8
state with no priority given to the urgency of an iwmpact situation.

4, There is not coordination betvween state and federal programs that
could be used to alleviate negative energy im act.

S. There is no "one stop shopping center" where the mayor can go to
get complete assistance from all federal program administrators,
but rather the old guessing game is played whereby the mayor may
f£iud help 1if he can guess where {t is or whohae it for him.

My strong recommendations are that:

1. Energy impacted communities be 20 designated by law to receive
special treatment in: a} Priority of review of application, b)
Plaanicg assistance, ¢) Funds from sources other than the allotted
emount of thz staadard program so as not to take from other non-
impacted city applications.

2. That a federal "irpact team” be established in each federal region
to: a) Be completely knowledgeable about applicable federsl programs,
b) Travel to the iwmpacted communities to advige local officiais of
the availability of certain programs, c) Asaist local officiale in
writing out applications for programs to eliminate the back and forth
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paper shuffling that 18 inherent in receiving application approval. d) Be
knowledgeable of state impact program and develop a working relationship
with e.ch state’s "impact team."

The revelation on page 54 of the draft report “Rocky Mountain Energy Resource
Developrment:" 1is a shocking revelation of the USG's lack of understanding or
insensitivity of the reason (service) for federal agencies to exist. I can
underetand a failure to provide an "iopact team" but to refuse to designate a
lead agency is to openly agsur che faflure of any federal effort. It is note=-
worthy that when a 1250 megawatt electric generator plant was built near little
Wheatland, Wyoming, the project maneger for the energy company reported that
not a single federal program was worth using for many of the reasons listed
above.

The draft report does not treat some of the serious problems that need treat-
ment euch as:

1. Impacts that occur across a state line frua the energy development.

2. The handling of situations where a community must be buillt where none is
now.

3. The industry responsibility vhere two or more industries are causing
negative impact in a politicel subdivision.

4, lwmpacts that occur many rolitical subdivisions away from development,
and even states sway, suv.: ‘g the negative fmpact of unit coal trains,

The mayor of a small town suddenly impacted by large energy development 1is the
drovning man in the middle of a wide river in the black of night. A federal
bureaucrat throws out & hundred feet of rope and advises the drownlag man to

swim around until he finds the end. If the drowning man should accidentally

find the end of the rope, he is advised by the distant bureaucrat on the river
bank that if the drowning man can prove that he has done all he can to help
himself and provided the drowning man is a citizen in good standing, the bureaucrat
might tug gently on his end of the rope.

Impacted communities' problems are shaded from severe to slight as the size of
the communities increase. Large cities have the capacity to gracefully absord
impact problems. Small towns do not.

Sincerely yours,

c4/1 wdlearnt o{’f

William L. Guy
Staff Cirector

WLG:sdsk
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Western Gevernds

New Mexico © Colarado & Utch
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Wyoming © North Dokoto ¢ South Deketo

Lecember 2, 1976

Mr. Monte Canfield, Jr.

Director

Energy and Minerals Division

United States General Accounting Qffice
Washington, D. C. 20548

Dear Mr. Canfteld:

Thank you for the cpportunity to respond to the draft report to the
Congress of che United States, entitled "Rocky Mountain Energy Resource
Deve.opment: Status, Potential, and Socioeconomic Issues,”

This office wishes to express the concern that the report has not
examined certain subjects in depth, and therefore erroneous conclusiong
have been drawn from p:rtial evidence which may be correct to a point
but no% typical of the norm. Other conclusions are highly subjective
and appear to be dictated by earlier GAO policy recommendations rather
than new evidence. I wish to comment on seven points, as follows:

1. It is my concern that the conclusions drawn in the report tend
to greatly overstate the capacity of existing federal programs
to provide feder.l assistance directly or indirectly to com-
munities affected by energy development, The fact is that
very few of the federal assistance programs have been found
useful to mitigate impacts associated with energy development.

An examination of a Federal Energy Administration Region VIII
report, dated May, 1976, related to socioceconomic impacts and
federal assistance in energy development-impacted communities
conclusively demonstrates serious deficiencies in federal
programs. The FEA's report reflects a summary of both the direct
and indirect federal funding granted the six states of Federal
Region VIII in FY 1975.

Many of the impacted communities noted in the FEA report have been
seeking federal assistance in some cases for the last five years.
Yet the amount of dollars distributed to these communities is so
insignificant that any eonclusion suggesting that existing

federal programs could provide funds cannot be based upon this
record. Further, there would appear to be little hope for local
governments unless Congress -takes a strong hand in directing
federal agencies tc not only coordinate between thomselves but
require a meaning “ul coordination with the executive branch of
state government.
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[See GAO note on p. 107.]

3. The conclusion that most socioeconomic impacts ought to be pald for
by state programs based on geverance taxes does not respond to
political reality. Most western states have gome form of a
severance tax or what amounts to a taxing scheme based upon
production. Over the years, these revenueg have been committed
to a wide range of state programs funded by the general treasury
for citizens throughou: the state. It would appear that states
are now expected to redirect those funds or raise the level of
taxes to accommodate massive expenses in a few 1solated locations
within a state.

The conclusion appears to ignore the historical view that natural
resources belong to all the people of the state and, unlike local
property taxes, cannot be expected to be distributed to solve
localized problems in total. On the other hand, states have never
requested a "free ride," paid for by the federal government and
have advocated a responsible local taxing effort to help regolve
socioeconomic impacts.

I 4.

]

!

|

: [See GAO note on p. 107.]

|

I

] Recent chan; 28 encompassed in Section 317(c) of the newly enacted
t Federal Land Policy and Management Act of 1976: PL 94-579 restrict
{
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use of mineral revenues advanced to states to impacts associated
with development of mineral covered by the Mineral Leasing Act

of 1920, as amended. Thusn, in the case of Hew Mexico, the
mineral revenues advanced from the production of petroleum
products and coal cannot be used elsewhere in the state where, for
example, the major impacts are occurring due to uranium produc-
tion.

In the case of North Dakota, the total revenues projected for the

state are expected to reach $1.2 million annually by 1979. However,

a conservative estimate of the cost of necessary public works in
the next 10 years exceeds $200 million.

6.
{See GAD note on p. 107.]

It 18 our belief that the major constrainZ on utilization of
western coal is the capacity of the existing railroads to handle
additional unit trains.

7. The arguments related to coal conversion and extensive coal
gasification developi.ent seem to make the casge for government
financial assis:tance for commercial devalopment. ilcirever, the
conclusion says GAD believes that goverument financial essistance
for commercial development is not warranted at this time. The
Western Governors, as a group, have gone on record in support of
federal financial assistance for the development of synthetic
fuels commercialization. The only qualification interjected by
the Western Ge—-:vnorg was for smaller pilot plants for oil shale
conversion due¢ o questionable technology &t this time.

In view of the significance of this report, I wuuld respectfully request
greater in-aepth research be completed to provide Congress with enough
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detail to insure a better balance of information is made available to
guide necessary decisions.

Sincerely,

@Mﬁ afps

Resource Planner

DAR/acl

cc: Ralph Hovda

'GAO note: Material deleted does not substantially relate
to this final repo-t.
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EXECUTIVE OFFICE OF THE PRESIDENT ;

COUNCIL ON ENVIRONMENTAL QUALITY
722 JACKSON PLACE. K. W.
WASHINGTON, D. €. 26008

DEC 1v 1976

Dear Mr. Eschwege:

We have reviewed the proposed draft report to the Congress
on “Rocky Mountain Energy Resource Development: Status, Potential
and Socioeconomic Issues."

[See GAO note on p. 112.]

Otherwise we find the analysis inadequate, and often
misleading, in supporting the conclusion that the need for impact assist-
ance has not been demonstrated. We recoamend against publication at
this time without major reviszions responsive to the questions raised in
our detailed comments (encleosed).

Staff Direct

Mr. Henry Eschwege

Director

Community and Economic
Development Division

U.S. General Accounting Office
Washington, D.C. 20548

Enclosure
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The following comments are directed primarily toward the

‘ digest and how the statements contained therein are supported by
the text.

] {See GAO note on p. 112.}

iii. To suppo~i the conclusion that the need for impact assis-
tance has not been demonstrated, the discussion of availability
of various direct and indirect sources of Federal funds should
include:
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1. an estimate of projected needs, otherwise how can one
assegs whether or not sufficient funds are currently being
made available;

2. the discussion of Federal financial aid should be broken
down by kind and amount of aid provided to whom for what
purposes;

3. match items 1 and 2; what gaps still exist; what programs
and recent legislation, etc. exist to fi1l them;

[See GAO note on p. 112.]

In the analysis, it is important to point out that although the

western states have attempted to respond to the impacts with various
pieces of legislation, the legislation has yet to be tested to determine
how effective it wiil be in allocating monfes to meet the needs.

vi. It 1- indeed desirable for industry to make its developaent
plans available to State and local governments. What's the incentive
for ther to do so; how reliable and useful are their estimates in
predicting inmigracion?

[See GAO uote on p. 112.]

Perhaps it would be appropriate to add a recommendation that
Federal agencies dispensing assistance monies under the coal amend-
ments, Organic Act and Forest Service Management Act, implement pro-
cedures for determining how these funds are used in mitigating develop-
ment impacts,

R R N . et
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Chapter 3

[See GAO note on p. 112.]

Page 13, para 1. Preparation of the environmental impact state-
ment does not prevent or delay the development of Federal coal nor
do legal questions result from the requirements of NEPA. This state-
ment displays poor understanding of the EIS process.* In the case of
western coal, a number of factors delay development, not the least
of which have been the policies of the Interior Department. Legel
questions and delays can arise from non-compliance with the Act,
challenges to the adequacy or completeness of the document, its con-
sideration of alternatives, or opening up the process to public scrutiny.

[See GAO note on p. 112.]

- * ENVIRONMENTAL IMPACT STATEMENTS: An Analysis of Six Years' Experience
by Seventy Federal Agencles. Report of the Cc-~iil on Environmental
! Quality, March 1976, is enclosed for your information on this issue.
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Chapter &

[See GRAO note.]

Page 34. A discussion of "decline" issues is missing. What
happens to the community who received loans and loan guarantees for
infrastructure investment and is left in 20 vears with a diminished
revenue base?

[See GAD note.]

GAO note: Material deleted does not necessarily relate
to this final report.
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PRINCIPAL OFFICIALS

RESPONSIBLE FOR ADHMINISTERING

ACTIVITIES DISCUSSED IN THIS REPORT

UNDER SECRETARIES GROUP FOR

REGIONAL OPERATIONS

APPENDIX IX

Tenure of office

From
CHAIRMAN:
James C. McIntyre, Jr. Mar. 1977
ACTING CHAIRMAN:
James C. MciIntyre, Jr. Jan. 1977
CHAIRMAN:
Paul H., O'Neill Dec. 1975
DEPARTMENT OF THE INTERfOR
SECRETARY:
Cecil D. Andrus Jan. 1977
Thomas S. Rleppe Oct. 1975
FEDERAL ENERGY ADMIWNISTRATION
ADMINISTRATOR: -
John F. O'Leary Feb. 1977
ACTING ADMINISTRATOR:
Gorman C. Smith Jan. 1977
ADMINISTRATOR:
Frank G. Zarb Dec., 1974
113

To

Present

Mar. 1977

Jan. 1977

Present

Jan. 1977

Present

Feb., 1977

Jan. 1977





