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Pennsylvania Environmental Council Releases Major Report
on Marcellus Shale Drilling

Calls for Effective Regulations and Oversight on Drilling and Extraction of Natural Gas

HARRISBURG, Pa. — The Pennsylvania Environmental Council (PEC) today released a report calling for
swift action on new regulations and greater oversight of drilling and extraction of natural gas from the
Marcellus Shale formation, a major gas field that lies deep beneath much of Pennsylvania.

Called “Developing the Marcellus Shale,” the report challenges state government and the natural gas
industry to adopt more stringent standards for drilling and extraction to prevent the kind of environmental
impacts that have occurred throughout Pennsylvania’s industrial past.

The report also includes a number of specific legislative and regulatory changes that PEC believes should
be made to minimize the risk of accidents, environmental damage, and public health hazards stemming
from drilling operations.

Among the recommendations called for in the PEC report include the creation of a Marcellus Shale
Development Task Force, that would identify best practices in the industry and apply them to Marcellus
Shale gas operations in Pennsylvania.

Additionally, PEC has called on the General Assembly to take the lead in requiring that any severance tax
revenues that are realized from the development of the Marcellus Shale be specifically directed to the
management of this industry, its environmental impacts and its regulatory enforcement. The Rendell
administration has estimated that a state severance tax on Marcellus Shale gas operations could generate
more than $200 million per year for the Commonwealth.

“The Marcellus Shale is a once-in-a-generation energy and economic opportunity for Pennsylvania,” said
PEC president Don Welsh. “We have a deep historical, political and fiduciary responsibility to get this
right for the citizens of this Commonwealth as well as future generations who will inherit the environment
currently entrusted to us.”

(more)
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The Marcellus Shale is a vast underground formation that contains an estimated 50-year supply of natural
gas beneath the surface of Pennsylvania. However, the nature of these gas reserves are such that
unconventional extraction methods are needed, which have environmental risks affecting local
groundwater supplies, land use, habitat, and a number of other adverse impacts. Current regulations on
oil and gas drilling in Pennsylvania were put in place at a time when conventional extraction techniques
were commonly used.

There are currently an estimated 1,500 Marcellus Shale gas wells in Pennsylvania and industry officials
predict an additional 35,000 to 50,000 more will be developed by 2030.

In the past year, Marcellus drilling operations have led to a number of accidents and reports of
environmental contamination, including recent explosions at Marcellus drilling rigs in Penfield,
Pennsylvania and Moundsville, West Virginia. This report takes aim at vulnerabilities in Pennsylvania’s
gas drilling and environmental protection laws that PEC says do not adequately address the extraordinary
nature of the Marcellus Shale.

“The stakes in developing the Marcellus Shale — both economic and environmental — are far too great to
take a ‘business-as-usual’ approach,” said John Walliser, PEC’s vice president of legal and governmental
affairs. “There is broad consensus statewide that we have to do this right and the recommendations
outlined in this report provide the starting point for doing just that.”

The Marcellus Shale is widely considered to be one of the largest unconventional on-shore gas deposits in
the world and holds great potential as an abundant fuel to help bridge the gap between today’s energy
portfolio to a future supply that reflects a reduced dependence on foreign sources of energy. Tens of
thousands or more new jobs are expected to be created over the next two decades, which will have a
significant economic impact at both the local and state levels at a time when budget shortfalls are creating
pressure to generate new sources of revenue.

“No one truly knows what the full extent of the local impacts from Marcellus Shale operations will be,”
said PEC’s Walliser. “That’s why it’s critical to be mindful of the potential impacts and their associated
costs now before drilling operations expand significantly. There’s no reason why everyone — the
industry, the Commonwealth, communities, and land owners — can’t benefit from the development of this
extraordinary resource provided we take the proper steps at the beginning to ensure we don’t leave behind
a legacy of environmental and economic destruction for future generations.”

(more)
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Other recommendations in the PEC report include:

Adopting a set of best practices from other deep shale gas-producing states, such as Colorado, which
require companies to submit more detailed information about their operations, but which also
streamline the permitting process.

More rigorous scrutiny in the permitting process, such as a two-tier drilling permit that would provide
the Pennsylvania Department of Environmental Protection with more detailed information about a
well site before drilling can begin.

Greater safeguards for private water supplies, which are the only available source of household
drinking water for many rural families in Pennsylvania.

Providing greater authority to the DEP for the management of water withdrawal in large quantities,
such as are needed for hydraulic fracturing in unconventional drilling.

Increase the frequency of inspections and monitoring of surface and ground water quality at and near
gas well operations to detect any possible contamination. Similarly, air quality monitoring needs to be
increased to assess the need for air emission control systems as appropriate.

PEC recommends that a stakeholders group be convened to create the structure of a trust-based
alternative to the current bonding system to cover the cost of closing wells that have completed all
production.

The Commonwealth should impose a temporary moratorium on the leasing of additional state forest
land (i.e. the moratorium should not affect existing, valid leases) until a comprehensive
environmental and community impact assessment can be completed.

Pennsylvania state government should proactively work with the natural gas industry and mineral
rights owners to address concerns relating to natural gas extraction under state park lands. Factoring
in site-specific considerations, the state and industry should design best management practices to
avoid unnecessary or adverse impacts to the state parks.

The PEC report is based on the proceedings of a two-day Marcellus Shale Policy Conference held in
Pittsburgh in May. This conference convened experts, industry executives, community leaders and
government officials to explore the specific challenges associated with this industry and how other states
have responded.

(more)
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About the Pennsylvania Environmental Council

The Pennsylvania Environmental Council brings people, government and business together to
find real world solutions for environmental challenges. These solutions bring about sustainable
communities, protect our water resources, and address energy and climate issues. The Council
was founded in 1970 and serves the entire state through offices in Meadville, Luzerne,
Pittsburgh, Harrisburg, and Philadelphia.

For more information visit www.pecpa.org/marcellus or call (412) 481-9400.

CONTACT: Bob Oltmanns
Pennsylvania Environmental Council
boltmanns@pecpa.org
(412) 721-0236
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Recommendation

Pennsylvania should follow the lead of other shale gas states and
require frequent monitoring (both baseline and post-well development)
and periodic reporting of surface and groundwater quality in proximity
to well sites. Baseline data and monitoring points should guide routine,
periodic post-well development data collection.

Further, DEP should ensure that PPC (Preparedness, Prevention and
Contingency) Plans for well operations are complete and adequately
address ground and surface water contamination issues.

As the protection of private water supply wells is of paramount concern
toward protection of public health, safety and welfare, we further believe that
Pennsylvania should revisit the idea of developing legislation to manage the
construction and maintenance of private water supply wells. Pennsylvania
remains one of the few states without private well regulations, and while such
efforts have met broad and concerted opposition in the past, the quick
expansion of natural gas development may prompt renewed interest in the
concept.

Wastewater Disposal

The salinity of wastewater from Marcellus Shale extraction operations can be
up to ten times greater than sea water, and up to one-third of the volume of
this wastewater can consist of Total Dissolved Solids (TDS).

Even before the development of a single Marcellus Shale well,
Pennsylvania’s waterways are already significantly impaired. The 2010
Pennsylvania Integrated Water Quality Monitoring and Assessment Report*
has identified more than 19,000 miles of rivers and streams that do not meet
clean water standards and an estimated 5,500 miles are polluted by
abandoned mine drainage, which itself can stress assimilative capacity for
TDS. There are no inexpensive or immediate solutions to these existing
problems, and wastewater from Marcellus Shale operations only compounds
the challenge.

Public wastewater facilities do not have the capacity to treat flowback and
produced wastewater from Marcellus operations other than through dilution
(which does not reduce the mass loading of TDS), nor do public drinking
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water facilities have the capability to treat TDS in their source water. The
industry has made significant strides in recycling flowback water and new
technology is creating additional avenues for reducing the total volume of high
TDS wastewater from natural gas development operations as well as other
sources. However, relative to the rapid expansion of Marcellus Shale well
development in Pennsylvania, the overall volume of industrial wastewater is
significantly increasing.

Again, there appears to be an information gap which is paramount to the
Commonwealth’s ability to properly regulate. While the industry advises that
much of the flowback water is recycled, current estimates are that flowback
water only accounts for approximately 20% of all frackwater volume injected
into the well. A substantial part of the remaining 80%, known as produced
water, returns to the surface over the life of the well. Produced water may
have a very high TDS concentration, in addition to concentrations of other
sub-surface minerals and NORM. The produced water is not recycled for
other fracking operations, but is disposed.

At the time of this report, the DEP is advancing final rulemaking to amend 25
PA Code 95 (Wastewater Treatment Requirements) with new natural gas
industry wastewater standards (set at 500 mg/L).** West Virginia is currently
advancing similar standard revisions to its own program.

Recommendation

The final rulemaking to amend Chapter 95 is a significant and necessary
step, and final approval of the proposal in the near term is essential.
Though there are very real associated costs, effective abatement or
treatment of the increasing volume of flowback wastewater from the
Marcellus Shale play is not optional for Pennsylvania or its waterways.

In time, as informational resources increase and better data is obtained
concerning assimilative capacity of individual waterways, this standard may
be revisited and equal standards applied to all industrial and commercial
sectors. Additionally, subsequent rulemaking should look for ways to
incentivize the development and use of alternative water treatment
technologies.

Hydraulic Fracturing and Water Management
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Compliance, Monitoring and Enforcement

Leakage of frack and flowback water has already occurred in multiple
instances across Pennsylvania from occurrences such as human error,
equipment malfunction, poor siting of equipment, and other operational
causes that cannot be prevented through regulation alone. Consistency of
monitoring by the state and industry, along with proper certification of alll
operators on site, is essential to minimizing these inherent risks.

Recommendation

Credible inspection and enforcement programs must be implemented
by DEP. In addition, the industry should formally develop and adopt
best management practices for day-to-day operations, including the
activities of subcontractors. These operations should be performed by
properly certified personnel, as appropriate.

Hydraulic Fracturing and Water Management
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POST-WELL DEVELOPMENT MONITORING
AND DATA COLLECTION

The development of the Marcellus Shale formation through horizontal drilling
and hydraulic fracturing in Pennsylvania dates back to 2003. However,
based on well permits issued, Marcellus well development activity did not
start in earnest until late 2008 and 2009. According to DEP statistics, 476
permits for Marcellus Shale wells were issued in 2008 and 1,984 permits
were issued in 2009. Recent projections estimate that the number of
Marcellus Shale wells drilled will increase annually from approximately 1,600
wells in 2010 to approximately 3,500 wells in 2020.%

Based on published information related to unconventional shale gas well
development that has been occurring for longer
periods of time, (i.e, the Barnett Shale gas play in
metropolitan Fort Worth, Texas which commenced in
1999), there is a concern that the cumulative impact
of large-scale shale gas development in
Pennsylvania will cause environmental and human
health impacts. However, at this point in the
trajectory of shale gas development there is an
insufficient amount of empirical data to determine the
nature and degree of severity of such potential
cumulative impacts.

The development of a
regulatory structure to
protect human health and
the environment over the
course of shale gas
development in the
Commonwealth is
imperative and should be
based on the principle of

The development of a regulatory structure to protect adaptive management.
human health and the environment over the course
of shale gas development in the Commonwealth is
imperative and should be based on the principle of adaptive management;
but this principle requires affirmative efforts to develop sound, publicly
accessible databases of empirical evidence. The resulting data should drive
future regulatory review and amendment; including the consideration of
potential collective operations emission standards for air permitting.

Post-Well Development Monitoring and Data Management
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Recommendation

DEP should also develop a regulatory standard for long-term routine
ambient air quality monitoring recordkeeping and reporting to assess
the need for air emission controls for emissions from point sources and
fugitive sources at unconventional shale gas pads and other air
emission sources (e.g. compressor stations, flowback impoundments)
associated with the production and delivery of natural gas.

DEP is currently deploying pilot Air Emission Monitoring Networks throughout
the state. PEC supports this effort and encourages the Department to not
only consider emissions in relation to prevailing emission standards, but also
in light of potential public health impacts resulting from prolonged exposure or
cumulative emissions.

Post-Well Development Monitoring and Data Management
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FINANCIAL ASSURANCE

The current statutory mechanism for providing financial assurance for the
decommissioning of oil and gas wells is obsolete and inadequate to cover
well decommissioning, site reclamation and potential post reclamation
responsibilities, particularly wells developed in the Marcellus Shale formation.

Section 215 of the Oil and Gas Act specifies that the owner or operator of an
oil or gas well shall file a bond with the DEP in the amount of $2,500 per well
or a blanket bond in the amount of $25,000 for all wells in Pennsylvania
enumerated in the bond to assure the availability of funds to cover the cost of
compliance with the drilling, water supply replacement, restoration and
plugging requirements in the act. Section 215 also authorizes the
Environmental Quality Board (EQB) to adjust the bond amount specifications
to reflect the cost to the Commonwealth to perform well plugging. Section 303
of the Oil and Gas Regulations*® currently specifies the statutorily prescribed
amounts.

At the Conference, DEP Secretary John Hanger identified these bonding
specifications as one of the areas of the existing oil and gas regulatory
structure that must be strengthened to assure the
proper decommissioning and reclamation of
Marcellus Shale formation wells and ancillary A trust-based mechanism
facilities. PEC concurs with that assessment. should be more adaptable

than bonds over the life
cycle of a Marcellus Shale
well development and take
advantage of economies
of scale for the major
developers of Marcellus
Shale production units.

The revision of the existing bond structure may be
accomplished either through EQB rule-making or
through legislation. There are no proposed
amendments pending before the EQB to revise the
bonding provisions in Chapter 78 of the Pennsylvania
Code. At least one bill has been introduced to the
Pennsylvania House of Representatives to amend a
number of the provisions of the Oil and Gas Act,
including the bonding specifications of Section 215.*

PEC believes that it is important to offer a financial assurance mechanism
that is more adaptive than the traditional bond instruments prescribed in
Section 215 of the Oil and Gas Act. Additionally, there should be an increase
in the dollar amount of financial assurance available to the Commonwealth if
a well owner/operator defaults on its regulatory obligation to decommission
wells and ancillary facilities, reclaim the site and perform any post
reclamation activities that might be required. PEC further believes that the

Financial Assurance
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alternative financial assurance mechanism established by DEP in the surface
mining program is a model which could be adapted to the oil and gas
program.

This alternative financial assurance mechanism is based on the
establishment of a trust fund. A surface mine permittee wishing to avail itself
of the alternative financial assurance program has the option of establishing a
stand-alone trust with a third-party trustee or participate in a Master Trust
established by the Clean Streams Foundation. The trust is funded in
accordance with tailored specifications set forth in a consent order and an
agreement between DEP and the permitee or other responsible party. This
program is described on the DEP website.*®

DEP has accumulated considerable experience with the application of an
innovative alternative financial assurance mechanism in the surface mining
program. Building on that experience, PEC believes that a trust-based
alternative to bonding can be adapted from the surface mining program.

A trust-based mechanism should be more adaptable than bonds over the life
cycle of a Marcellus Shale well development and take advantage of
economies of scale for the major developers of Marcellus Shale production
units. The prospect of having trust assets returned to the well developer
should also create the incentive to perform the requisite decommissioning
and reclamation activities promptly and more completely so as to reduce the
potential for post reclamation activities.

Among the key questions to be considered in the establishment of a trust
structure are:

e Should the trust fund cover responsibilities in addition to plugging and
reclamation (e.g., operation and maintenance of post construction erosion
and sediment BMPs; water replacement responsibilities, if any; required
routine monitoring, if any)?

e Utilization of a Centralized Master Trust (such as the Clean Streams
Foundation) vs. Commercial Trustees

e Transfers of ownership/responsibility over the life-cycle of the well
e Principles for determining the trust balance for major players

e Formula for funding

e Criteria for draw-down or reduction in fund by developer

e Administrative fees

Financial Assurance
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Recommendation

PEC recommends that a stakeholders group be convened to create the
structure of a trust-based alternative to the bonding system currently
prescribed by the Oil and Gas Act.

Financial Assurance
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OTHER CONSIDERATIONS

Pooling and Midstream Operations

Pooling is a term used in the oil and gas industry to define the consolidation
of neighboring units of mineral rights into large unitized tracts of developable
mineral pools. Pooling can also be a term used to address the consolidation
and sharing of ancillary well development, gathering, production, and gas
processing infrastructure for the purpose of reducing surface impacts of well

development, production and delivery. Pennsylvania’s current regulatory
framework does not address pooling in regards to Marcellus Shale or other
unconventional gas reserves, and does not address pooling of infrastructure.

Pooling of mineral rights can benefit operators via cost savings, such as
consolidation of well pads and related well development infrastructure. Thus
the pooling of mineral rights, if adopted in Pennsylvania, should reduce

surface impacts. Consolidation and pooling of well
development, production and delivery infrastructure
should likewise reduce surface impacts.

There is precedent authority under the Pennsylvania
Oil and Gas Conservation Law* to address pooling of
mineral rights. However, this law only applies to
extraction activities at depths below the Onondaga
horizon — as Marcellus Shale and other unconventional
shale plays are above the Onondaga horizon, the Oil
and Gas Conservation Law is not applicable.

Beyond the Oil and Gas Conservation Law, there is no
program in Pennsylvania for unitization, pooling, or
spacing of unconventional wells in order to prohibit
waste, create a pool to incorporate implicated
reserves, or space wells in a manner that would
promote efficiency, reduce surface impacts, and
protect correlative rights.

Pooling of well
development
infrastructure would
reduce surface impacts,
benefit industry via cost
savings (as learned from
industry representatives
at the Conference), and
would allow the Common-
wealth to appropriately
address anticipated
impacts...

There are many examples of other state pooling regulations which
Pennsylvania might consider regarding the pooling of mineral rights;
especially as to the functioning of the commission or agency which hears
pooling requests, the parties which are able to request pooling, the risks or

Other Considerations
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penalties as to non-consenting parties to the pooling order, and as to the
incentives in place to promote voluntary pooling.

There are also examples from other states which support and promote the
pooling of infrastructure to reduce surface impacts. Colorado’s laws address
pooling by stating that “[{jhe commingling of production from multiple
formations or wells is encouraged in order to maximize the efficient use of
wellbores and to minimize the surface disturbance from oil and gas
operations.”*” Colorado’s rules further provide that “[w]here practicable,
operators shall consolidate facilities and pipeline rights-of-way in order to
minimize adverse impacts to wildlife resources, including fragmentation of
wildlife habitat, as well as cumulative impacts.”48

As is discussed throughout this report, region-wide comprehensive planning
and pre-permitting baseline site assessments as to siting of well development
activities and related facilities will allow for an assessment of the cumulative
long term impacts of unconventional shale gas plays. Consolidation and/or
pooling of infrastructure should be incorporated into this suggested approach.
Pooling of well development infrastructure would reduce surface impacts,
benefit industry via cost savings (as learned from industry representatives at
the Conference), and would allow the Commonwealth to appropriately
address anticipated impacts of same.

Recommendation

PEC recommends that Pennsylvania adopt new legislation and/or
update existing legislation to include Marcellus Shale and other similar
unconventional gas plays within pooling laws, provided that measures
are also adopted to incentivize and require the consolidation of surface
infrastructure from multiple wells (and indeed multiple operators).

If the industry receives the benefit of pooling options for mineral rights, it
should equally be required to minimize surface impacts. Colorado provides
examples through its rules*® that gathering lines and other facilities be
consolidated and shared by operators to reduce surface and cumulative
impacts. Pennsylvania should involve key stakeholders in this discussion in
order to provide appropriate technical guidance. This may be an issue for the
Pennsylvania PUC to address, pending the outcome of their hearings on
determining jurisdiction over mid-stream facilities including gathering lines.

Other Considerations
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Marcellus Shale Development on State Land

The issue of leasing state-owned land for Marcellus Shale development has
been controversial, primarily for two reasons: (1) the leasing has been driven
by the need for general revenue at a time of continuing state budget deficits;
and (2) the leasing has been done primarily on state forest lands. In fact, the
state has been diverting revenue from the Oil & Gas Lease Fund to help
balance the state budget.

The Pennsylvania Department of Conservation and Natural Resources
(DCNR) has leased 137,896 acres of state forest land over the past two
years for Marcellus Shale development. This leasing has been performed
pursuant to directives from the Governor and General Assembly to reach
prescribed annual revenue targets. While DCNR has made efforts with
limited time and resources to ensure that leasing does not adversely impact
critical resource and recreational uses, it remains to be seen what the full
significance of this development will be for the state’s public land.

Legislation has been introduced in the General Assembly that would place a
temporary moratorium on any additional state forest land leasing until a
complete environmental and community impact study can be performed by
DCNR. Many organizations — including PEC — have been supportive of this
proposal. Other legislation has been introduced that would direct future
leasing to other state lands which do not pose quite the resource-sensitivity
concerns that state forest lands do.

These different considerations are instructive for an additional reason: unlike
the state forest system, the state owns only a minority of the mineral estates
underlying state park lands. As such, DCNR has limited legal authority to
manage the pace or extent of development of Marcellus Shale under those
lands.

Recommendations

¢ Pennsylvania’s state forest and park systems represent a century of
public and private investment in protecting natural resources and
ensuring public access. Decisions affecting these lands should not
be driven solely by the need for revenue.

Other Considerations
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Recommendations (continued)

e The Commonwealth should impose atemporary moratorium on the
leasing of additional state forest land (i.e. the moratorium should not
affect existing, valid leases) until a comprehensive environmental
and community impact assessment can be completed. Sufficient
time must be afforded for performance of this assessment so that
impacts can be fully realized and understood. This assessment
should guide the extent of future development, if any, on state forest
land.

e The Commonwealth should proactively work with the natural gas
industry and mineral rights owners to address concerns relating to
natural gas extraction under state park lands. Factoring in site-
specific considerations, the state and industry should design and
implement best management practices to avoid unnecessary or
adverse impacts to state park lands.

Other Considerations
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ADVANCING PENNSYLVANIA’S PROGRAM:

RECOMMENDED NEXT STEPS

While DEP has been making significant strides to catch up to the
unconventional shale gas industry’s practices, they are limited in their

authority and the rulemaking processes can be time
consuming. Additionally, the General Assembly
requires a lengthy process before it can pass legislation
addressing the new unconventional shale gas practices
and providing DEP with additional and appropriate
authority. Moreover, the participation of the industry,
local governments, environmental interests, and other
involved stakeholders is both inefficient as well as
ancillary to the current process.

To date DEP has no option but to advance rulemaking
in piecemeal fashion, rather than developing a
comprehensive change to the entire framework. All the
while, they are issuing new permits for drilling.

Pennsylvania should look
to quickly adapt its oil and
gas management program
to better account for the
scale of unconventional
operations, and unique
issues inherent in the
Marcellus Shale formation.

Recommendation

PEC recommends that a stakeholder process be established to develop
language-ready statutory and rulemaking packages that update and
expand Pennsylvania’s environmental management framework. The
issues and recommendations presented in this report should be a core
focus. This process should be advanced quickly given growing
concerns relating to current and future issues cited with the standing
management regime. The General Assembly and Administration should
commit to prompt consideration and action on the resulting product of

the process.

While it would require a somewhat novel and expedited approach to
rulemaking, Pennsylvania should look to quickly adapt its oil and gas
management program to better account for the scale of unconventional
operations, and unique issues inherent in the Marcellus Shale formation.
Other states with shale gas reserves have demonstrated that comprehensive
revision to an environmental management program is, in fact, possible.*

Advancing Pennsylvania’s Program: Recommended Next Steps
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The piecemeal fashion of current regulatory development has proven slow
despite the rapid expansion of the industry, and insufficient in relation to
comprehensive and regional concerns. The unconventional nature of
Marcellus Shale requires an unconventional approach, but one that is
comprehensive, careful and inclusive to accomplish best outcomes for all
Pennsylvanians.

Advancing Pennsylvania’s Program: Recommended Next Steps
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CONCLUSION

The purpose of the Pennsylvania Marcellus Shale Policy Conference was to
identify and interpret the best practices in the development of deep shale
resources. Through this, stakeholders throughout Pennsylvania would have
available to them guidelines for statutory and regulatory measures that, if
enacted, would help ensure that the Commonwealth had learned all that it
could from industry, government, the affected communities, municipalities, as
well as other states that have come before us in the management of this

industry.

The findings of this report are just such an interpretation. They reflect the

thoughtful and detailed consideration of the input
provided from the principals, decision-makers and
industry experts who shared their experience and
perspectives on the Pennsylvania Marcellus Shale. As
such, the Pennsylvania Environmental Council
respectfully submits that these findings and
recommendations represent a framework for action that
cannot and should not be overlooked.

Throughout Pennsylvania’s history, our natural
resources have been exploited for industrial purposes
without the benefit of careful consideration and
forethought. The price paid in exchange for this
rapaciousness can never be fully calculated, yet
remains evident in the forests, waterways, and
communities and that cost has been shouldered by
generations that followed the development.

Throughout
Pennsylvania’s history,
our natural resources
have been exploited for
industrial purposes
without the benefit of
careful consideration and
forethought. More
recently, accidents at
drilling rigs...highlight
the need for prompt and
effective reform.

More recently, accidents at drilling rigs have captured the attention of the
news media, regulators and Pennsylvania citizens. These incidents cannot
and should not be ignored — they highlight the need for prompt and effective

reform.

At the time of this report, the spot market for natural gas is considered to be

temporarily undervalued, with gas prices approaching $4.50 per million cubic
feet. Even at that low price, the Marcellus Shale represents a natural
resource whose development can be valued at $1-2 billion (in 2010 dollars) in
Pennsylvania. Considered in this context, PEC urges that a long-term view of
development be adopted which allows all stakeholders to realize the benefits
of the resource while safeguarding the health and safety of our citizens and

Conclusion
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Marcellus Shale wells utilizing hydraulic fracturing and from $25,000 to $240,000 for multiple wells
identified in a blanket bond. Marcellus Shale wells would be ineligible for blanket bonds.

* http://www.dep.state.pa.us/dep/deputate/minres/districts/Trust _Funds/TrustFundHome.htm

658 P.S. §401 et seq.

"2 CCR 404-1: Section 322 of the Colorado Oil and Gas Conservation Commission Amended Rules
8 2 Colo. Code Regs. § 404-1002(e)(3) (2009).

%92 Colo. Code Regs. § 404-1002(e)(3) (2009), and 2 Colo. Code Regs § 404-322.

% For example, Colorado.


http://www.pahouse.com/EnvResources/documents/ER&E%20Committee%20November%20Update.pdf
http://www.portal.state.pa.us/portal/server.pt/community/water_quality_standards/10556/integrated_water_quality_report_-_2010/682562
http://www.portal.state.pa.us/portal/server.pt/community/water_quality_standards/10556/integrated_water_quality_report_-_2010/682562
http://files.dep.state.pa.us/PublicParticipation/Public%20Participation%20Center/PubPartCenterPortalFiles/Environmental%20Quality%20Board/2010/May_17_2010_Meeting/TDS/Annex_A_for_Ch_95.pdf
http://files.dep.state.pa.us/PublicParticipation/Public%20Participation%20Center/PubPartCenterPortalFiles/Environmental%20Quality%20Board/2010/May_17_2010_Meeting/TDS/Annex_A_for_Ch_95.pdf
http://www.dep.state.pa.us/dep/deputate/minres/districts/Trust_Funds/TrustFundHome.htm




