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The pending legislation to create an Energy Mobilization Board (EMB)
reflects the national concern over making the hard choices necessary
for the siting or certain types of energy facilities. Although the
final form of the EMB hasn't emerged from the Conference Committee
as yet, it will at least be able to waive federal, state, and local
procedural requirements relating to facility siting, and in some cases
may even be able to waive substantive siting requirements. A similar
concern for expediting the siting process and for making rational
siting decisions has occurred on the state level. This is reflected
in the trend toward statewide energy facility siting legislation
that coordinates or consolidates all state and local permits, and
in some cases preempts local government decision making. A major
stimulus for this state legislation has been the concern over the
environmental and socioeconomic impacts of energy development, whether
it be from OCS support facilities, nuclear or fossil fuel electric
generating facilities, LNG terminals, and so on. This concern has
been the primary obstacle to affirmative siting decisions.

In response to this concern, various programs and techniques have been deve
loped both to induce state and local governments to accept energy
development and to meet the legitimate planning and financial needs
of local governments. The primary example on the federal level is
the Coastal Energy Impact Program (CEIP) which provides planning and
impact assistance financial aid to coastal states in order to prevent
and reduce the adverse impacts of energy development. Several states
mainly in the west, have also established energy impact assistance
funds to aid local governments. This paper will concentrate on the
techniques and opportunities available to local governments to receive
impact assistance directly from the energy developer. Developer
assistance can be useful in obtaining governmental assistance as in
those situations where the governmental assistance programs are

inapplicable or inadequate. It should be emphasized here that no amount of
planning and compensation will turn a fundamentally bad decision from
the viewpoint of community goals and environmental socioeconomic
considerations into a good decision. Similarly, even if a local or
state government is opposed to a facility, they must be prepared to
deal with the potential impacts of that facility, on the possibility
that a higher level of government will preempt their decision-making
power.

One of the primary motivations behind government assistance programs
such as CEIP is that this assistance should act as an incentive to

cooperation between industry and local government. The primary
responsibility for the costs of the project should rest with energy
companies and energy consumers. However, the CEIP does not go as
far as forcing the utilities to internalize all these costs as a
requirement for obtaining a permit. However, in more and more instances
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the local community is turning to the energy developer for assistance.
This can be beneficial not only to the town, but also to the developer.
It often adds more certainty and speed to the licensing process.
The costs of mitigation will be less than the costs resulting from
the delay in the necessary approvals caused by community concern
over potential impacts. If a "boom-town" situation is involved,
mitigation measures that provide adequate housing and public services
can facilitate recruitment of the labor force and increase their
productivity.

Even though benefits may accrue to the energy company from assisting
the town in mitigating impacts, it is vital that the local community
possess some leverage over the developer. The town has essentially
no bargaining power if the zoning laws are either non-existent or
are not enforced. This leverage can take the form of "contract
zoning," where the energy developer agrees to certain conditions in
relation for zoning permission. This has been used successfully in
Skagit County, Washington where the county rezoned 200 acres of
agricultural and forestry classification to industrial use for a
proposed nuclear facility. In return for the rezoning the utility
agreed to, among other things, prepay taxes in order to finance the
additional school and police facilities needed as a result of the
inflex of construction workers and their families. Contract zoning
was also used in the often cited examples of Northampton County
Virginia. The county established a Planned Industrial District, and
Brown and Root, the developer of an oil rig fabrication yard,
agreed to:

-phase in the labor force and plant expansion;
-train local residents for employment at the facility; and
-provide land for needed facilities.

Some states government require the developer to mitigate all impacts
before a construction permits are granted. In addition the newest
Council on Environmental Quality regulations on the implementation
of NEPA by federal agencies, requires the agency to at least describe
what mitigation measures are required and why they were not made a
condition of the permit.

Developer assistance can take many forms. Planning assistance is
a crucial element in any mitigation strategy. The local community
should know what the potential impacts are in terms of the demand
for services and facilities, and how the community can meet these
demands. Developer assistance can either be used directly to plan
for these impacts or can take the form of helping the local community
to apply for federal assistance. The financial assistance or
developer expertise can also be employed to prepare a comprehensive
land use and growth management plan or a capital improvement program
for the community. Developer assistance can be used to pay the costs
of needed facilities including health care and social services, to
provide housing, to provide land for recreation, to construct highway
access, and to establish a local job training program. Another
important element would be to establish a program to monitor impacts.
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Ongoing inputs into facility development decisions can be accomplished
through the formulation of a local or regional advisory board.
These Advisory Boards can assure utility responsibility and coopera
tion beyond the planning stage. In Grays Harbor, Washington, a
regional steering committee was established to identify priority
impact areas and to negotiate with the utility on the behalf of all
the cities in the county.

There are many opportunities for state and local governments in the
area of developer assistance. However, they may be missed if
legislation such as state facility siting lawsare not available to
require mitigation. Federal programs such as CEIP can also be used
more effectively in facilitating this government-industry cooperation.
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THE COASTAL ENERGY IMPACT PROGRAM: A NATIONAL ASSESSMENT

John D. Wik*

ABSTRACT

Over the past few years, coastal and near-shore environments have
been extensively used for the development and siting of energy related
facilities. As the United States continues to explore alternative energy
sources, in an attempt to meet its goal of energy self-sufficiency,
increasing pressure will be placed on these coastal and near-shore environ
ments. The Coastal Energy Impact Program (CEIP) directs the Federal
government to assume some of the responsibility for Impacts related to
energy development activities in the coastal zone. The program is
designed to provide financial assistance to state and local governments
whose existing facilities and economic structures may be stressed by
these activities. This paper first describes the Coastal Energy Impact
Program, including the types of assistance available, applicable uses of
these funds, and the procedures used in obtaining this assistance. The
second part of the paper provides an overview of the National CEIP effort
to date, including a review of the types of assistance which have been
provided, and state and local government implementation of the program.

INTRODUCTION

The 1976 amendments to the Coastal Zone Management Act of 1972,
included a new Section (308) which directed the Secretary of Commerce to
"administer and coordinate .... a coastal energy impact program." The
program which resulted from these amendments consists of a mechanism for
providing financial assistance to coastal states, and local governments
within these states, to help minimize social, economic, and environmental
impacts that have, or may, occur as a result of the development of energy
related activities In the coastal zone. While this program is specifically
directed toward the mitigation of impacts resulting from Outer Continental
Shelf (OCS) oil and gas exploration and development, the assistance it
provides is not strictly limited to OCS activities. Coastal "energy
activity" as defined by the regulations includes: activities related to
Outer Continental Shelf development; liquefied natural gas development;
and the transportation, transfer, or storage of coal, oil, or gas.

The coastal area has a unique combination of industrial waterborne
transportation routes, and urban population centers which leave it
particularly vulnerable to increased use as an area for the siting of
energy related activities. Greater than sixty (60) percent of the petro
leum refining capacity in the United States is presently located in the
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coastal zone. It is projected that most new petroleum facilities will
follow this trend and that most new petrochemical facilities will locate
in this area. With the increased demands for electricity in major urban
centers, particularly in the northeast corridor, it is anticipated that
much of the national growth In electric generating capacity will also
locate along the coast. Finally, as the United States attempts to realize
its national goal of energy self-sufficiency, in part through the develop
ment of OCS oil and gas resources, onshore support facilities and services
will be required. The Coastal Energy Impact Program (CEIP) was created
in an attempt to balance these increased demands for energy related
activities in the coastal zone with the need to preserve and protect the
environmental, social, and economic systems of the coast.

While CEIP funding Is available to state governments, the program is
more specifically directed toward local communities. At the outset it was
recognized that local governments would bear the brunt of the Impacts from
energy related development. Local governments have the responsibility
for planning for the expansion or development of facilities, in a manner
which will minimize community impacts. In addition it is their responsi
bility to provide the needed public facilities and services to support
population growth resulting from increases in employment due to these
facilities. For larger communities, particularly those with significant
planning capabilities, these impacts may be easily mitigated through the
absorption of the increased demand Into existing excess infrastructure
capacities. But for smaller communities, with little planning experience,
these demands might easily tax limited resources and result in significant
impacts.

In general, the CEIP attempts to divert potential impacts from energy
related activities away from the coast. The siting of these facilities
within the coastal zone is discouraged, unless they are forced to locate
there based on technical or transportation requirements. Siting the
facilities outside of the coastal zone however, does not prohibit the use
of CEIP assistance for either planning or impact mitigation, so long as
the new facilities are related to coastal energy activities.

CEIP FUNDING ASSISTANCE

Four types of financial assistance are available to state and local
governments affected by energy related development activities in the
coastal zone.

1) Planning Grants to study and plan for consequences relating
to new or expanded energy facilities which affect the coastal
zone. Examples of activities allowable under this type of
assistance include resource inventories, siting suitability
studies, transportation and land use plans, and the
financing of public facilities. Planning grants provide
up to eighty (80) percent of the cost of the project and
require state or local matching funds.

2) Loan and Bond Guarantees for the construction of new or
expanded public facilities required as a result of energy
related activities.
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3) Loan and Bond Repayment Assistance to help local governments
which cannot meet fiscal obligations incurred as a result of
planning based on proposed revenues which do not materialize.

4) Environmental Grants "to prevent, reduce, or ameliorate any
unavoidable loss" of environmental or recreational resources
in the coastal zone.

To be eligible to receive CEIP assistance a coastal state must either
have a Federally approved Coastal Zone Management Plan (as defined in
Section 306), or be participating in the Federal program for the prepara
tion of such a plan (Section 305). Alternatively, the state may receive
CEIP funding if it ". . . is, in the judgment of the Secretary, making
satisfactory progress toward the development of a management program
which is consistent with the policies set forth in [the Coastal Zone
Management Act of 1972]."

To implement the assistance programs, Congress has authorized a total
of $2.1 billion, divided into two sources of funds. The first, the Coastal
Energy Impact (CEI) Fund was allocated $800 million, through 1986, to be
used for planning grants, loans, repayment assistance, and environmental
grants. The second, the OCS Formula Grant Fund, was originally authorized
$400 million, however with the passage of the 1978 Coastal Zone Management
Act Amendments the amount was increased to $1.3 billion, to be used through
1988. Formula grants are the primary source of financial assistance to be
used in minimizing the loss of environmental or recreational resources
resulting from OCS activities. Formula grants may also be used for public
facilities if CEI Fund monies are not available.

The procedure for distribution of formula grants between the coastal
states is based on the amount of offshore oil and gas exploration, develop
ment, and production activity that has occurred adjacent to each state.
The total yearly allotment is apportioned so that:

o One-half (1/2) is divided according to the proportion of
adjacent OCS acreage leased during the previous year

o One-quarter (1/4) is divided according to the amount of
oil and gas produced on the adjacent OCS during the previous
year

o One-quarter (1/4) is divided according to the amount of OCS
oil and gas landed in the state during the previous year

Through this allocation process, those states with the potential for
receiving greater impacts from OCS development should receive a propor
tionally larger share of the funds.

An interesting point raised through the allocation process is the
question of disputes between neighboring states over the extension of
lateral seaward boundaries. The regulations have considered this question
and require that:
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If no lateral seaward boundaries, or any portion thereof,
have been clearly defined or fixed by an interstate com
pact, agreement, or judicial decision, lateral seaward
boundaries shall be determined according to the applicable
principle of law, including the principles of the Convention
on the Territorial Sea and the Contiguous Zone . . .

PROGRAM ASSESSMENT

In December 1978 a report was prepared by the Office of Coastal Zone
Management which summarized the activities of the CEIP for FY 77 and FY 78
(Pike, 1978). The report noted that during this period approximately
$80 million had been awarded to fund one hundred sixty-three projects.
Roughly half of these projects (eighty-two) were directly related to OCS
oil and gas exploration and development activities, such as the construc
tion of fabrication yards and services bases, thirty percent (forty-six)
non-OCS related, including projects for the construction of oil or coal
storage yards, and the remainder (thirty-five) were related to the
development of other energy facilities, such as refineries or powerplants.

This distribution of projects suggests that one of the basic purposes
of the CEIP—to minimize onshore Impacts of OCS oil and gas development—
is, in fact, being met. It further suggests that state and local govern
ments are concerned about the potential impacts on the coastal zone of
non-OCS related energy activities.

The objective of the CEIP to provide assistance to local governments,
rather than state, for dealing with local impacts related to coastal energy
activities also appears to have been met. During FY 77 and 78 approximately
ninety percent of the projects awarded went to local governments. These
projects included local planning studies, public facilities and service
assistance, and funds for the acquisition or improvement of environmental
and recreational areas.

Further analysis of the specific projects awarded during FY 77 and
78 suggests that, while many planning studies have been funded, the great
est number of awards went to projects which dealt with the mitigation of
environmental and recreational losses (National Oceanic and Atmospheric
Administration, 1979). Approximately forty-five percent of the projects
funded were for the mitigation of environmental and recreational loss,
while forty percent were for comprehensive studies of energy impacts.
Even fewer of the FY 77 and 78 projects (fifteen percent) were for provid
ing funds for public facilities and services assistance.

The large difference between the number of projects dealing with
comprehensive planning and environmental and recreational losses (eighty-
five percent) and those projects dealing with public facilities and
services assistance is not surprising. Recent studies have suggested
that few new areas along the coast will be significantly impacted by
coastal energy development activities (Mylroie, 1978). In areas where
impacts do occur, they will tend to be environmental and land use impacts
rather than impacts to existing community infrastructure. This will occur
as a result of the capital intensive, as opposed to labor intensive,
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characteristics of energy related facilities and because much of the
labor used at these facilities will be drawn from the local population.

Gerald Mylroie, of the Office of Coastal Zone Management, in his
December 1978 article on the Coastal Energy Impact Program, presents a
good example supporting this phenomena (Mylroie, 1978):

In Santa Barbara, California ... a $2.6 million project to
expand an ARCO oil treatment facility from 5 to 20 million
barrels per day employed 70 construction workers. Most of the
employees were from the Santa Barbara Area. When completed,
the project [would] require only six to twelve persons to
operate the facility.

Environmental impacts may occur as a result of the construction and
operation of new or expanded facilities. Pollution from increased
_transporation as well as industrial operations from these facilities has
the potential of reducing air and water quality. These impacts may create
secondary impacts on the recreation and tourism industries by causing a
decline in the number of individuals using the impacted recreational area.
This In turn could result in an excess in existing infrastructure
capacity, and place a long-term financial burden on the local population
as it continues to support the excess capacities.

The differences between the number of environmental and comprehensive
planning grants and the number of public facility grants suggests that
perhaps the CEIP emphasis on public facilities and services assistance
should be decreased, and an increased emphasis should be placed on
environmental Impact mitigation and planning. However, by reviewing the
FY 79 grants (Burgess, 1979), it becomes clear that certain coastal areas,
particularly those which have had long term exposure to OCS oil and gas
development and whose economies have developed around OCS activities, do
appear to need and use these funds.

In FY 79, the CEIP awarded approximately $46 million to twenty-four
coastal states and one U.S. territory, to fund one hundred eighty-five
projects. The bulk of the funds, better than fifty-five percent, went
toward nine loans which ranged from $12,000 to $13 million. The
remaining $21 million was used for one hundred seventy-six projects
which Included planning grants, grants for public facility and services
assistance, and grants to reduce environmental and recreational losses.

Better than eighty percent of the funds allocated during FY 79
were used in the Gulf Coast states of Texas and Louisiana. The next

largest allotments went to Alaska and California, with each receiving
about three percent of the total. The variations in the levels of
funding reflects the allotment process set up by the CEIP formula grants
which provide those states with greater OCS oil and gas activities a
larger share of funds. They also reflect the increased needs of communi
ties, which have experienced long term, and often poorly planned, develop
ment due to OCS oil and gas activities, for additional public facilities
and services. Analysis of the types of projects awarded to Texas and
Louisiana provide examples of these needs. Unlike states that are
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adjacent to OCS oil and gas exploration activities, and primarily
interested in planning and impact mitigation grants, Texas and Louisiana
were mainly interested in grants and loans to construct or expand public
facilities and to provide increased public services.

Since its beginning in 1977 only fourteen loans have been awarded
under the Coastal Energy Impact Program. Although significant amounts of
money have been available to state and local governments under the loan
program, these funds have not been used. The primary reason for this
lack of use stems from the initial intent of the program that the loan
assistance should only be provided as a secondary source of funds; after
it had been reasonably determined that private sector funding was not
available for municipal loans. To realize this Intent, the regulations
stipulate that the interest rate on loan assistance funds is to be
established at one percentage point higher than the U.S. Treasury rate,
at the time of the loan approval. Since most communities can obtain
private sector loans, at lower rates, they generally have not depended on
CEIP loan assistance.

Recently the Office of Coastal Zone Management (OCZM) has reassessed
the initial intent of the loan assistance program and proposed revisions
to reduce the interest rate for general purpose loans to the current rate
of municipal bonds, and set the interest rate on loans for the acquisition
of environmental or recreational areas at five percent (Burgess, 1979).
These actions, when implemented, should encourage greater use of the loan
assistance program.

A major criticism of the CEIP concerns the process used for the
allocation of the OCS formula grant funds (Mylroie, 1978). Formula grants
are the primary source of funds for use in preventing or minimizing OCS
related environmental and recreational losses and for other OCS planning
activities. As previously discussed, the present system allocates these
funds based on the level of activity on the OCS adjacent to each coastal
state. However, localized land use impacts can easily occur in newly
developing areas even before exploration activities begin. Onshore
service bases, for example, while probably not providing a substantial
impact to the local labor force or economy, if not properly planned can
impact environmental and recreational areas. To eliminate problems of
this nature, an allocation process is needed which considers the potential
for localized impacts as a result of onshore support operations in
exploratory areas. The process should include a mechanism for identifying
these developing areas and directing additional funds toward them for
planning assistance and impact mitigation.

An additional criticism of the program has been Chat the availability
of planning funds and public facilities and services assistance might
cause local governments to encourage the siting of energy facilities in
the coastal zone (Williams, 1977). However, Section 308 of the Coastal
Zone Management Act specifically discourages the location of non-essential
energy activities within the coastal zone. In addition, under the CEIP,
assistance can be made available to energy facilities which locate out
side of the coastal zone, provided they are related to coastal energy
activities.
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A developing problem with CEIP assistance deals with the requirements
that a state must have, or be working toward, an approved Coastal Zone
Management Plan. While most coastal states meet these criteria, it appears
that four states (Virginia, Georgia, Minnesota, and Illinois) will not,
and, thus, be ineligible for CEIP funding. Arguments can be made both
for and against providing CEIP support to states which do not comply with
the regulations. However, it is the local governments that are generally
impacted by coastal energy activities. Since a primary objective of the
CEIP is to provide assistance to these local governments for the mitigation
of local impacts, a mechanism is needed to assist these local governments
In noncompliance states. An obvious and simple solution is to allow these
local governments to deal directly with the Office of Coastal Zone Manage
ment in obtaining CEIP assistance. While this approach would not cause
the negligent state to reassess the value of its participation in the
Coastal Zone Management Program, it would assist in the prevention of
impacts to the coast from energy related activities, and, thus, better
serve the intent of the Coastal Energy Impact Program.

SUMMARY

Generally, the Coastal Energy Impact Program appears to be meeting
the objectives of Section 308 of the Coastal Zone Management Act. Analysis
of the projects which received funding during FY 77, 78, and 79 indicates
the emphasis of the program toward OCS oil and gas activities is being
realized. The intent of the program to provide assistance to local
governments for solving local problems also appears to have been met.

Some of the criticisms that have been directed toward the program
appear to be somewhat unfounded. While the suggestion that public
assistance funds for facility construction and services be reduced appears
to be valid when viewed from a strictly national level, when viewed from
a regional level it appears that these funds are needed. This is partic
ularly true in those areas which have had long term experience with OCS
oil and gas exploration, development, and production, often with little
or no facilities planning.

A second criticism has been the fear that the CEIP may influence
local officials and planners to encourage energy activities to locate
within the coastal zone due to the availability of planning and impact
mitigation funds. Since the regulations specifically discourage the
location of nonessential facilities in the coastal area and will provide
assistance for energy activities locating outside the coastal zone
(provided they are coastal related) it is doubtful that this fear will be
realized.

It appears, however, that the Program could better serve the needs
of the state and local governments if a few simple modifications were
made. The current interest rate on loan assistance funds has been found

to be unattractive to local governments. This has resulted in the
award of few loans (fourteen) since the program began. Reducing the
interest rate, as is currently being considered by the OCZM, should
encourage greater use of these funds.
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A second program modification is the suggestion that the process
used for the allocation of OCS Formula Grant funds include a mechanism to
identify and provide assistance to specific areas where onshore develop
ment activities are expected to occur, prior to an OCS lease sale. The
present process does not consider potential land use and environmental
impacts associated with the development of pre-lease sale facilities to
support exploration activities. Since these activities are relatively
site specific, the potentially impacted areas could be identified and
assistance provided.

Finally, because the granting of CEIP assistance is directly tied to
the Federal approval process of the Coastal Zone Management Program, local
governments in noncompliance states are not eligible to receive CEIP
funding. Since the objective of the CEIP is to assist local governments
in the prevention or mitigation of local impacts, it is felt that the
eligibility requirements need to be modified to allow local governments
in noncompliance states to deal directly with OCZM in obtaining CEIP funds.
This would be consistent with the objectives of the program, and would
further the program's overall goal of reducing impacts from coastal energy
activities.
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ABSTRACT

In anticipation of the need for increased energy supplies, the state
of New York commissioned a study to evaluate the environmental impacts
associated with the exploration, drilling and development of natural
gas resources beneath the New York State Waters of Lake Erie. In

relation to the recent energy crisis the development of marginal
offshore natural gas reserves assumes a new significance, however,
in all cases consideration must be given to environmental concerns.

This paper utilizes the New York State study and details the areas of
concern and the methodology employed in their evaluation. The basic
approach was to describe each phase of the exploration, drilling and
production operations associated with the development of offshore
natural gas emphasizing those areas having potential environmental
impact and then relating those potential impacts to the baseline
physical-chemical, biological and socio-economic data. The evaluation
of impact was based on available data on the current environmental
conditions in the eastern end of Lake Erie, and Canadian drilling
practices as modified by rules and regulations proposed by the New
York State Department of Environmental Conservation.


