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Framing The Issues

Å2008 landmark election dramatically shifted the nature of 
governance in Washington

ÅObama Administration
ïAfter running as a centrist, Administration has moved left

ÅHouse of Representatives
ïSubstantial increases in Democratic majority gives leadership 

greater power

ïLiberal leadership empowered

ÅSenate
ïDemocratic majority strengthened

ïSince November elections Democrats have reached 60 vote 
majority



Framing The Issues

ÅObama Administration
ïElection campaign ran to the center to attract independent voters

ïFollowing inauguration, the Administration has moved left while 

pressing for action on its issues

ïPresidents who move aggressively and successfully early in their 

administrations establish credibility that serves them well 

throughout their tenure

ïObamaôs key issues:  Stimulus package, global climate, 

healthcare

ïAdministration action on all issues simultaneously is tactical ïan 

effort to keep opposition unfocused



Framing The Issues

ÅHouse of Representatives
ïElection increased House ratio from 233-202 to a 

ratio of 256-178

ïGives the Speaker greater flexibility to lose centrist 
Democrats ïlike Blue Dogs ïand still win

ïEmpowered liberal Democrats ïWaxman challenged 
and unseated Dingell at Energy and Commerce 
Committee

ïHouse rules are structured to pass legislation when a 
majority is willing
ÅHouse floor debate and amendment process is rigorously 

limited



Framing The Issues

ÅSenate
ïSenate debate is open but has been constrained for 

the past several years by limiting amendment 
opportunities and compelling cloture to pass 
legislation

ïCloture requires 60 votes ïan elusive number until 
this year
ÅSenate majority was 58 after the election but the shift of Sen. 

Specter to the Democrats and the final victory of Sen. 
Franken have given Democrats a 60 vote majority

ïCentrist Democrats and Republicans now will 
determine what legislation will pass if they are willing 
to buck their partyôs leadership



The 111th Congress

Å Energy issues have drawn early attention

1. Administration Tax Proposals

2. Global Climate Change
-Commodity market restrictions (hedging)

3. Environment / Hydraulic fracturing

Other issuesé

Federal lands (permitting, RIK, offshore)



The 111th Congress

ÅTax Issues

ïThe Obama budget request targeted tax 

changes on oil and natural gas development

ïEach session of Congress begins with a 

presidential budget proposal

ÅRarely does Congress embrace the Administration 

requests but they shape the debate

ÅSometimes, Congress compels action through the 

use of ñreconciliationò under the budget process



The 111th Congress

ÅTax Issues
ïCongress has yet to embrace the Obama oil and 

natural gas tax proposals
ÅMany Democrats responded with letters and feedback to 

leadership that they opposed the proposals

ÅThe budget process did not compel action that would lead to 
their adoption

ïLikeliest future risks are Pay As You Go (PAYGO) 
requirements for an energy tax title or extenders bill
ÅNew tax benefits would have to be offset by revenue 

increases

ïIndustry continues to aggressively oppose the tax 
proposals and to educate legislators about their 
adverse consequences



The 111th Congress

ÅTax Issues ïObama Proposed Changes
ï Eliminate expensing of intangible drilling and development costs

ï Repeal percentage depletion for oil and natural gas

ï Repeal the passive loss exception for working interests

ï Repeal the marginal well tax credit

ï Repeal the enhanced oil recover tax credit

ï Repeal the deduction for tertiary injectants

ï Extend the amortization period for geological and geophysical costs

ï Repeal the manufacturers tax deduction (Sect. 199) for oil and natural 

gas

ï Create a Gulf of Mexico severance tax

ï Changing LIFO to FIFO & Changing treatment of dual capacity 

taxpayers



The 111th Congress

ÅEnvironment ïClimate Debate

ïA major legislative issue driven by Democrat 

environmental constituency

ïAn Obama Administration agenda item

ïHouse leadership prioritized the issue ahead 

of healthcare and forced action

ïSenate dynamics far less certain



The 111th Congress

ÅEnvironment ïClimate Debate
ïNatural gas issues in climate debate have been widely 

mischaracterized

ïSome pundits have stated that natural gas did not play in the 

House debate ïthey misstate the situation

ïNatural gas issues fall into two categories

ÅImmediate affects on natural gas production

ÅLonger term effects on natural gas demand

ïOn a policy basis, climate legislation should enhance natural gas 

demand ïbut, the House bill was not a policy bill; it was a 

political bill



The 111th Congress

ÅEnvironment ïClimate Debate
ï The initial House markup document did not significantly affect natural 

gas production although there were issues that needed to be addressed

ï After introduction, the debate quickly moved to getting the 30 votes to 
report a bill from the Energy and Commerce Committee
ÅIf you wanted to get an issue addressed, you needed to support the bill

ÅRepublicans ïwho largely represent natural gas producing areas ïopposed 
the bill

ÅNatural gas producing state Democrats largely opposed the bill or were 
dealing with other constituent issues

ÅThe Stupak amendment that brought natural gas hedging under the control 
of commodity exchanges was adopted early in the markup

ÅThe final key votes to report the bill came from Democrats representing coal 
production or coal using areas

ïHouse floor negotiations followed a similar pattern resulting in a 219-
212 vote



The 111th Congress

ÅEnvironment ïClimate Debate
ïSenate dynamics far less certain

Å60 votes will be needed to act

ïRepublicans with a few exceptions will likely oppose any bill

ïCentrist Democrats will be the key to getting cloture

ÅMany are from natural gas and oil producing states and have shown 
an interest in supporting natural gas use a part of any climate bill

ÅMany are resistant to the current structures of climate bills

ïSenate action unlikely soon

ÅAdministration wants positive position going to Copenhagen 
meetings in December

ÅUnlikely to press for votes if not certain of positive outcome prior to 
Copenhagen



The 111th Congress

Å Environment ïClimate Debate
ïHouse climate bill became the unlikely venue for major commodity 

market restructuring legislation
ÅAmendment by Stupak (D-MI) changed authority for regulation of new 

carbon markets into changes forcing natural gas hedging to commodity 
exchanges

ÅStepped in front of legislation by the House Agriculture Committee and 
Financial Services Committee

ïObama Administration and Congress moving to address financial 
markets
ÅEconomy meltdown has focused attention on markets building on issues that 

were driving reform legislation in the 110th Congress

ÅFinancial industryôs position dramatically diminished compelling end-users ï
like natural gas hedgers ïto step into the issue

ïNatural gas and other end-users are collectively seeking modifications 
to allow for continuing availability of the Over The Counter market 
similar to its current structure
ÅCFTC leadership recognizes importance of a viable hedging option for 

producers



The 111th Congress

ÅEnvironment ïHydraulic Fracturing
ïRemains a focal issue

ïCongress is beginning to understand that 
shale gas can produce a dramatic shift in 
natural gas supply
ÅEnvironmentalists understand that hydraulic 

fracturing is the key to shale gas
ïTargeting efforts to attack fracturing technology in key 

states ïColorado, Pennsylvania, New York

ïIn addition to local challenges, the issue rises to 
Congress because of the 2005 Energy Policy Act



The 111th Congress

ÅEnvironment ïHydraulic Fracturing
ïLegislation introduced to repeal the Safe Drinking 

Water Act clarification limiting federal jurisdiction, 
mandate federal regulation and require chemical 
reporting
ÅMovement to requiring another study as an alternative

ïIndustry has generated aggressive efforts to respond 
to environmental challenges
ÅDeveloped series of analyses of NRDC indentified 

environmental issues ïProject BRIEF

ÅInitiated a new website and response effort to assist state 
organizations and to react to inaccurate press reports ï
Energy In Depth (www.energyindepth.com)



Background

Project BRIEF Energy In Depth

ÅEconomic Impacts

ÅExisting State 

Regulatory Efforts

ÅOld Federal Laws, New 

Local Targets

ÅComprehensive Library

ÅVirtual Tours

ÅCharts, Graphs, Fact 

Sheets

ÅNew Media



Whatôs at Stake, Whatôs at Risk

Jobs
Å 1.2 million Americans are directly employed by domestic oil and natural gas producers

State Economies
Å In 2007 alone, the industry invested a record $226 billion in domestic exploration 

and production, driving countless state and local economies

Royalties
Å In 2007, the oil and gas industry paid public and private landowners $30 billion 

in royalties

Environmental Record
Å State regulation of the domestic energy activities has effectively protected the 

environment and public health for over a century. 



Project BRIEF: Why Now?

ÅSame old foes, brand new 

landscape

ÅGolden Goose phenomenon

ÅDeGette legislation

ÅGuerilla warfare back in the states



By the Numbers

ÅNew Federal Regulations Will Cost 

Americans Energy ïImmediately

ÁU.S. oil wells shut in: 204,272 (first year alone)

ÁU.S. natural gas wells shut in: 150,202 

ÁLost oil production: 67 million barrels (183,000/day) 

ÁLost natural gas production: 245 billion cubic feet 

(670 million cubic feet/day)



By the Numbers

ÅNew Federal Regulations Will Cost 

Americans Revenue ïImmediately

Á$602 million in foregone royalties 

Á$285 million in foregone state severance taxes 

Á$505 million in foregone state income taxes

Á$1.2 billion in foregone federal income taxes 

ÁIndustry compliance costs, first year alone: $10 

billion



Targeting Your Business: In Their 

Words
ñIn 2005, Congress exempted hydraulic fracturing from 
[federal] regulation. I and other members opposed this 
special interest giveaway. We were right on the merits, 
but lost the key votes.ò 

- Rep. Henry Waxman (D-Calif.), October 31, 2007

Then chairman of the Oversight Committee, now chairman of 
the Energy and Commerce Committee -the panel of jurisdiction 
over hydraulic fracturing.

ñThe [EPA] report concludes that hydraulic fracturing is 
not a threat to drinking water. But this conclusion is not 
supported by the actual facts in the report.ò 

- Rep. Henry Waxman, October 14, 2004



Targeting Your Business: In Their 

Words
ÅRecommendations for Congress, Natural Resources 

Defense Council (Drilling Down, October 2007)
ÁSubject ñall hydraulic fracturing by the oil and gas industry to é 
the Safe Drinking Water Actò;

ÁñIncrease daily fines for violationsò;

ÁRequire that all materials associated with the oil and gas industry 
meet ñthe definition of hazardous wasteò; and 

ÁñApply the Clean Water Act definition of ópollutantô to all materials 
used in oil and gas operationsò

ÅñJoin us and support efforts to end the Safe Drinking 
Water Act exemption for fracturing.ò 

- Fundraising pitch: Oil and Gas Accountability Project

February 2009



Co-Opting the Press



Targeting Your Business: How 

Theyôll Do It
1974: SAFE DRINKING WATER ACT (SDWA)
Original Intent: Set standards for public water supply and protect 

groundwater.

New Target: Hydraulic fracturing

1976: RESOURCE CONSERVATION AND RECOVERY 
ACT (RCRA)

Original Intent: Set standards for disposable waste management

New Target: Produced water

1980: SUPERFUND
Original Intent: Provide federal authority to create federal liability for 

the clean up and remediation hazardous substance releases.

New Target: Small, independent oil and gas producers



Targeting Your Business: How 

Theyôll Do It
1986: TOXIC RELEASE INVENTORY (TRI)
Original Intent: Compel large-scale chemical & manufacturing facilities to 

share information on hazardous chemical emissions in mostly urban 
population centers.

New Target: Oil and natural gas producers

1987: CLEAN WATER ACT (CWA) AMENDMENTS
Original Intent: Provide standards and enforcement mechanisms 
to improve our nationôs water.

New Target: Oil and natural gas production construction activities

1990: CLEAN AIR ACT (CAA) AMENDMENTS
Original Intent: Set standards to improve our nationôs air.

New Target: Small, independent wellsite operators





A Long History of Effective, 

State-Based Regulation

http://www.50states.com/texas.htm
http://www.50states.com/oklahoma.htm
http://www.50states.com/californ.htm
http://www.50states.com/pennsylv.htm
http://www.50states.com/newyork.htm
http://www.50states.com/utah.htm
http://www.50states.com/arkansas.htm
http://www.50states.com/ohio.htm


Hydraulic Fracturing: EPA Proves 

Itôs Safe

The Environmental Protection Agency (2004) 

found: 

ÅNo confirmed cases of drinking water well 

contamination

ÅNo confirmed evidence that drinking water wells have 

been contaminated by hydraulic fracturing fluid 

injection

ÅNo evidence that injected fluids, even materials left in 

the ground, have the ability to migrate upward, 

through miles of rock, into an aquifer



Studies: The Ground Water 

Protection Council

Å1998 study, updated in 2009

ÅñNo evidenceò that ñpublic health is at risk as a result 

of hydraulic fracturingò

ÅAdditional federal regulations would yield ñlittle if any 

increase in protection of public health and the 

environment,ò and ñcould impose a significant 

additional financial burden on the states.ò

http://www.gwpc.org/home/GWPC_Home.dwt


Studies: Department of Energy

ÅNew technologies allow shale gas-associated 

produced water to be viewed as a potential resource 

in its own right

ÅñNo evidenceò that horizontal drilling has caused new 

concerns 

ÅModern Shale Gas, Development in the 

United States: A Primer.ò (2009)

ÅState regulation with federal 

oversight, can more effectively ensure safety



Energy In Depth: Whatôs It All 

About
ÅInteractive State-by-State Map

ÅVirtual Wellsite Tour

ÅVideos, YouTube, New Media

ÅBlog, Message Board, Get Involved

ÅComprehensive Research Library



In Your State



Frac In Depth/Environment In 

Depth

http://energyindepth.org/in-depth/environment-in-depth/
http://energyindepth.org/in-depth/frac-in-depth/

