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House Democratic Policy Committee
Public Hearing on Marcellus Shale Severance Tax

lune2,2Ot7

Good morning Chairman Sturla and members of the House Democratic Policy Committee.

My name is Dennis Davin and I am the Secretary of the Department of Community and Economic
Development (DCED). I want to introduce Pedro Rivera, Secretary, Pennsylvania Department of
Education and Scott Perry, Deputy Secretary, Pennsylvania Department of Environmental Protection,
who will assist me in answering questions after my remarks.

I appreciate the opportunity to provide testimony today concerning a Marcellus Shale severance tax.

A fair severance tax is a core component of responsible shale development - and it is as important to
the long-term growth of the natural gas industry as pipeline networks and downstream economic
development like cracker plants and manufacturing facilities.

A fair severance tax dedicated to a specific and politically important set of public goods will ensure that
long term benefits to Pennsylvanians are realized.

We are at a critical inflection point with the Marcellus and Utica shale resource. lt is a massive resource

-the third largest naturalgas basin in the world behind Qatar and Russia - and the eyes of the world are
on U5. Why? Because others - both domestically and globally - are trying to figure out how to pipe our
natural gas and natural gas liquids to other places to utilize the resources for their own benefit.

This production is prolific. Most of the natural gas and natural gas liquids that will be transported via
several large pipeline projects currently being planned bypass the commonwealth entirely and will
transport our resources to other domestic and international markets with much larger buying power,

We estimate that by 2O25,75o/o of natural gas from these basins will be exported from our borders.
Pennsylvania will be a net exporter of natural gas. The Marcellus will be the main source of new U.S. gas

supply and we will help to fuel the nation. Beyond that, we will then likely help to fuel the world.

For example, Williams' Atlantic Sunrise pipeline project will deliver natural gas to the southeastern
United States and to international markets. Sunoco Logistics' Mariner East 1. pipeline project is currently
delivering ethane to Norway.

ls it sufficient for Pennsylvania's massive role in a national and global energy economy to be supported
only through the imposition of an impact fee, when the reality is that companies make economic gains
by providing other states and countries with our natural resources because they do not have them
within their own borders?

Do we want or expect Pennsylvanian's to make that sacrifice for the approximately SZOO million per year
we collect in impact fees?

lf Pennsylvanian's are truly to benefit from that profound role, we should have a fair severance tax.
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Contracting with end-use markets that have high demand is necessary to develop and fund large
pipeline infrastructure projects. However, we cannot ignore the fact that as producers are inking
lucrative contracts for the sale of natural gas and natural gas liquids sourced from the Keystone State to
markets outside of our borders, they also vigorously oppose a severance tax on the resource.

Nowhere is this situation more profound than ExxonMobil's recent announcement of S20 billion in
investment in petrochemical facilities along the Gulf Coast. This investment comes along with an
estimated 120,000 jobs in Texas using Pennsylvania's natural gas liquids.

The Wolf administration understands that the current low cost of natural gas has created a difficult
economic environment for producers of Marcellus Shale natural gas and natural gas liquids, Prolific
Marcellus wells have been bottlenecked for several years due to lack of pipeline infrastructure but in a

relatively short time frame, new transmission line projects will be constructed to relieve capacity issues.
There are currently more than $L2 billion in transmission pipeline projects proposed for the Marcellus
Shale that will transport our state's resource to national and international markets.

We believe this will ultimately result in higher realized gas prices for Marcellus shale producers. Their
low-cost environment - which substantiates a critical and important basis for opposition - will very soon
be an argument of the past.

Recent Energy lnformation Agency (ElA) statistics support our argument that there is a short-term issue
with regard to natural gas prices:

Pennsylvania and Ohio had the two largest annual natural gas production increases from 2015
to 2016, up 1.2 billion cubic feet per day each, reflecting higher production from the Utica and

Marcellus shale plays, which have accounted for 85% of the U.S. shale gas production growth
since 2012.

a

a The increased productivity of natural gas wells in the Marcellus Shale and Utica Shale is a result
of ongoing improvements in precision and efficiency of horizontal drilling and hydraulic
fracturing occurring in these regions.

Production in Pennsylvania and Ohio has accounted for an increasing share of total U.S. natural
gas production in recent years, growing from less than 2% in 2006 to 24% in 2016.

Pennsylvania surpassed Louisiana in 2013 to become the second-highest natural gas producing
state, behind Texas.

EIA's Short-Ierm Energy Outlook projects that total U.S. naturalgas production will increase in

both 2017 and 2018 as natural gas prices rise, resulting in higher rig activity.

A recent IHS Markit report released by the Team Pennsylvania Foundation forecasts that through 2030,
natural-gas production in Pennsylvania will rise to approximately 25 billion cubic feet per day and
natural gas liquids production will rise to at least 200,000 barrels per day.

o

a

a
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lndustry's argument against a severance tax centers largely on its potential effect on producers'
competitiveness in a low-cost pricing environment and the replication of a current "impact fee" that was
levied in 2012.

ln the context that the Marcellus and Utica shale basins collectively represent the third largest natural
gas basin in the world - behind only Qatar and Russia - means that we are sitting on the largest natural
gas basin in North America.

According to IHS Markit, current and future upstream producer's activity in the Marcellus and Utica
shale plays are underpinned by superior upstream economics and IHS Markit expects upstream
producers to continue to explore, develop, and produce the significant natural gas and NGL resource
base in the basins with the best economics-the Marcellus and Utica Shales. Thev represent the "new
order" of shale drilline in the US.

For those that argue that we have a severance tax through the imposition of an impact fee, I want to
draw your attention to the following statistic: From 2008-201.6, the state of Texas received over $12.7
billion in natural gas severance taxes, compared to Pennsylvania's 51 billion in impact fees.

lnterestingly, in Texas, depending on the contract between producer and purchaser, both parties can
agree that a purchaser will pay the natural gas taxes. lf other states and nations are competing for our
natural gas supply, it is possible that costs associated with the use of Marcellus natural gas can be borne
in any number of ways.

To those organizations, entities, and people that present valid and reasonable arguments about focusing
our efforts on the downstream opportunities that come along with this resource, we agree. And we
have been doing that.

The sheer abundance of our natural resources - both fuel and feedstock - can usher manufacturing
development within our own state's borders - but it is not guaranteed.

Last year, we announced that Shell decided to build a major petrochemical complex in Beaver County.
Pennsylvania is the first state in Appalachia to attract an ethane cracker. We did that by working side-by-
side with the company, trade organizations, local and state governments, economic development
partners, and community stakeholders to take the project from prospect to a final investment decision
over the course of five years.

This project will create 6,000 full-time construction jobs at peak and 600 full-time permanent positions
when complete. When the ribbon is cut at the facility, Pennsylvania will have the experience of
attracting, site developing, permitting, and building the first ethane cracker in the Northeast. Shell will
generate what an export pipeline cannot: a job multiplier effect of 5 to 7 times with additional indirect
and induced jobs and follow-on investment in Pennsylvania to further support the industry.

Until this plant is built, however, Pennsylvania will continue to export 10O% of our ethane to the Gulf
Coast, Canada, and Norway.

lf most our natural resources are, and will continue to be exported, there can be no stronger argument
for a dual strategy that includes establishing a fair severance tax and maximizing opportunities for in-
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state use of our own natural gas and natural gas liquids to stimulate workforce and economic
development right here in Pennsylvania.

We are maximizing economic development opportunity by encouraging the expansion of existing
companies and the attraction of new facilities that are large consumers of natural gas for energy and/or
natural gas liquids and their derivatives as raw materials ¡n their manufacturing processes.

DCED is working to attract natural gas and natural gas liquids end users nationally and internationally

We are developing a coordinated marketing strategy to encourage and promote Pennsylvania as a

strategic location.

We have been engaging in cross border collaborations with Ohio and West Virginia to cooperate in
marketing efforts to attract new businesses, strengthen workforce development programs, spur
investments in expanding infrastructure and delivery of natural gas and liquids, and encourage our
academic institutions to expand and collaborate on research related to natural gas uses and
opportunities.

We are also working to expand end-use through the Pipeline lnvestment Program, which allows for
natural-gas pipelines to be extended to residents and businesses to lower their energy costs by utilizing
Pennsylvania's abundant and low-cost natural gas.

Currently, Pennsylvania is at the epicenter of an energy revolution. We can shape our own destiny by
ensuring that our natural resources are taxed fairly and appropriately, and used to support Keystone job
creation and growth, accomplished through in-state use and/or manufacture of the natural gas and
natural gas liquids.

As large volumes of natural gas and natural gas liquids position Pennsylvania as a global leader, we will
continue our strong focus on ensuring that Pennsylvanians benefit both through the enactment of a fair
severance tax and through the development of new ways to use our resources for our own good.

We do not want Pennsylvania to m¡ss out on the opportunity to receive the full benefits of a globally
relevant and economically prosperous shale play that is taking place within our borders.

We can do that with a fair severance tax.

Thank you very much. Secretary Rivera, Deputy Secretary Perry and I look forward to answering any
quest¡ons you may have.
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Reference ONLY: Texas Natural Gas Severance Tax vs. Pennsylvania lmpact Fee

Year Texas Severance Tax (75%) PA lmpact Fee

2008 S2,684,648,000 5o
2009 s1,407,739,000 So
2010 S725,538,000 5o
20L1. S1,109,71g,ooo So
20L2 s1,534,630,000 S20¿,2oo,ooo
2013 s1,495,203,000 S20z,5oo,ooo
20L4 s1,999,592,000 S225,8oo,ooo
2015 S1,28o,4lo,ooo S223,5oo,ooo
20t6 $578,799,000 s187,700,000
TOTAL 5L2,7t6,267,ooo s1,043,700,000
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Testimony of Robert G. Altenburg
Before the House Democratic Policy Committee

June 2, 2017
Natural Gas Extraction Tax and the Polluter-Pays Principle

Good Morning Chairman Sturla, Representative Dean, and members of the Committee

My Name is Robert Altenburg. I represent Citizens for Pennsylvania's Future
(PennFuture), a statewide environmental advocacy organization dedicated to protecting
the Commonwealth's environment and advancing Pennsylvania's transition to a clean
energy economy.

Pennsylvania is the only gas producing state that doesn't implement a severance
tax.

lndustry advocates are quick to characterize a change from that status quo as the
government "picking winners and losers" but, this overlooks the significant subsidies
that already benefit fossil fuels. Market-based solutions can be successful, but the
invisible hand of the market can't ensure the best outcome for our citizens when the true
costs of fossil fuel extraction isn't reflected in the price. ln the words of Nobel-laureate
economist Joseph Stiglitz, the invisible hand is often invisible because it isn't there in
the first place.

From PennFuture's perspective, implementing a severance tax is a common-sense
application of the polluter pays principle. We should account for the environmental and
public health costs of industrial projects like natural gas efraction and adequately fund
protections of our water, land, air, and climate, through fees paid by the industry. To do
less means that the citizens of Pennsylvania are subsidizing the costs of pollution and
thus making it more difficult for alternatives such as clean renewable energy to
compete.

ln some cases, the subsidy is obvious: For years, the industry has benefited from an air
permit exemption for gas wells, and since there are no permits there are also no permit
fees, but DEP staff and resources must still implement the program. DEP has proposed
eliminating this exemption, but the industry is out in force fighting such changes. They
want fewer permits, and they want to receive the permits they do get faster, but it's often
someone else who pays.

ln some cases, the subsidy is hidden: When air pollution causes children to have
asthma attacks, parents often miss work to care for them. On top of the suffering of the
children and the medical bills paid by their parents, their employers lose productivity as



well. The bills get paid, but since the polluter doesn't pay, there is less incentive to
avoid the pollution.

These are only two examples, but subsidies are pervasive. Research PennFuture
commissioned in 2015 cataloged $3.2 billion in annual subsidies provided each year by
Pennsylvania to fossil fuels-this was a partial list that didn't account for environmental
and public health impacts or the federal subsidies. The reaction from fossil fuel
advocates though was telling. They expressed shock that we were counting tax
loopholes as subsidies. Tax breaks or preferential treatment, known collectively as tax
expenditures, are not only subsidies, they are often the best kind of subsidies a
business could hope for.

For example, Act 4 oÍ 1999 exempted natural gas company and utility sales from the
gross receipts tax while continuing to subject electric utilities to the tax. That makes gas
more competitive compared to electricity, and it can influence consumer purchasing
decisions that may further lock in gas use for decades. This loophole likely reduces
state revenue by more than $100 million every year.

On the other hand, compare that to the PA Sunshine program. There, $100 million in

rebates encouraged more than half a billion dollars'worth of investment in solar
deployment. The program was a success, helping more than 8,000 homes and small
business go solar, but like many such programs, it only lasted for a little more than four
years before the funds were exhausted and the program ended. This on-again off-again
nature of such investments is difficult for businesses-particularly small installers-to
cope with. By the time new employees are hired and trained, the additional incentives
may be gone.

The natural gas exemption from the gross receipts tax is no less a subsidy than the PA
Sunshine program, but it's far more expensive and longer lasting. lts funds are never
exhausted, gas companies have reliably planned on receiving this benefit for years, and
the taxpayers that made up the lost revenue elsewhere never see the bill since state
budget documents don't even track the ongoing amount of this expenditure.

We would like to be clear that while we do support an extraction tax for natural gas, that
support is contingent on adequate funding for environmental protection and
remediation. Article I section 27 of Pennsylvania's Constitution mandates that our
public natural resources are the property of the people. The Commonwealth is the
trustee with a duty to conserve and maintain those resources for the benefit of the
people. Pennsylvania's ongoing failure to ensure adequate funding for environmental
protections is a breach of that fiduciary responsibility. An extraction tax on natural gas
could go a long way to correcting this error. Thank You.
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Sierra Club testimony

Before the House Democratic Policy Committee

June 2,2OL7

Good morning, members of the committee. My name is Jim Wylie. I am the Executive Committee Chair for the

Southeastern Pennsylvania Group of the Sierra Club and conservation chair. Here in the Philadelphia region we do

not dealwith gas drilling sites, water contamination from drilling operations, road deterioration due to large

equipment transportation, methane leaks from drilling operations, noise from flaring jets and pumping stations,

and impact on nearby public lands. But we are Pennsylvania citizens. Many in this region are property owners in

upstate communities. All of us enjoy and cherish the public lands in Pennsylvania. And we feel the effects of

expanding gas pipelines as market forces fill the void between a surplus of gas in the center of the state and

demand for cheap fuel and petroleum base products in other countries. And, of course, we are Pennsylvania tax

payers with a voice in how our public money is spent and what revenue opportunities should be prioritized.

ln May my colleague Tom Au gave testimony to this panel about the 2011 Citizens Marcellus Shale Commission

Report. l'd like to re-emphasize his point about the impacts of unconventional shale gas drilling and production.

This 20L1 report made several recommendat¡ons on increasing revenue from oil and gas production, including:

1. enactment of an extraction tax,

2. restoring local governments' ability to assess the value of oil and gas reserves for local property tax

purposes, and

3. eliminating the exemption for natural gas from the gross receipts tax

These are important steps to reforming an unbalanced tax system.



Production is increasing from gas fields in Pennsylvania. Last year, 5.L trillion cubic feet of shale gas was produced

from 710b wells, up from the 4.6 trillion cubic feet produced in 2015. And production will continue to increase

because many wells drilled have yet to be put into production. Even as gas production has boomed, direct tax

revenues been fallins. Corporate net income tax (CNIT) payments made by drilling companies have fallen to

pre-Marcellus drilling levels according to Department of Revenue compiled data. ln 201-3, oil and gas producers

paid just SfO.g m¡ll¡on in corporate net income taxes. Meanwhile, the impacts of gas production have fallen on

more Pennsylvanians as pipelines spread across the state. Because Pennsylvanians cannot use all the gas currently

being produced, gas companies are exploring ways to send it out of state and overseas. As a result, there will be

greater impacts on Pennsylvanians who do not live in gas drilling areas from processing, transportation and

pipelines.

The reasons we need tax reform related to the oil and gas industry are self-evident:

L. The natural resources of the Commonwealth belong to all Pennsylvanians. The process of extracting gas

should include a payment for damage to our natural resources. The process not only includes building the

well pad, but pumping water from streams and rivers, constructing roads and bridges, building refineries

and compressor stations, building pipelines, and discharging wastewater. We the public lose valuable large

wilderness tracts in state forests; we lose wildlife habitat in every clear cut; we lose farmland; silt and

contaminants run down into our wetlands and streams; previously pristine air is polluted. These are

quality of life considerations.

2. Governments subsidize energy development ¡n many.ways. By far the biggest way governments reduce

the price of energy is by not taxing it enough to account for the external damage that fossil fuels cause to

human health and to the climate. The impact fee under Act 13 recognizes that the oil and gas industry

places a burden on public infrastructure, such as roads, bridges, emergency response, police, fire and

ambulance services. Whether the impact fully compensates counties and municipalities for local services is

an open question' Clearly, the revenue from the impact fee is not enough to enable pennsylvania to keep

up with public infrastructure improvements needed for a vigorous economy.

3' There are long term consequences from gas well drilling. According to Key-Log Economics, the total costs

to the environment from one pipeline -- the Atlantic Sunrise pipeline project (covering 8 counties) -- is

between 521.3 and Sgr.0 U¡ltion. This cost accounts for lower ecosystem service productivity from the

pipeline right of way, from new permanent roads, and from permanent acreage associated with the

compressor stations' Not only are there foreseeable conseguences, there can be unplanned consequences

Sierra Club Southeastern Pennsylvania Group . 24Ol Walnut St . Philadelphia pA 19103
484-753-3581 www.sierraclub.org/pennsylvania/southeastern



in terms of accidents, spills, leaks, and permanent impairment of ecosystems. Right now, gas transmission

lines are being expanded throughout Pennsylvania, with long term environmental effects on farmland,

woodland, and protected conservation areas. ln the recent past, residents who receive drinking water

from the Monongahela River have had to buy bottled water or boil their water because Marcellus

wastewater had caused treatment problems at facilities which take drinking water from the Monongahela

River. Were their costs compensated?

4. Naturalgas production has become a disruptive technology in Pennsylvania. Artificially cheap natural gas

is leading to the insolvency of many nuclear power plants in Pennsylvania. Artificially cheap natural gas is

thwarting the transition to renewable energy in the state. We need to get to an energy platform of

renewables by mid-century if we are to avoid serious climate disruption.

lnternalizing the real cost of gas extraction is very important. Does Pennsylvania have the resources it needs to

monitor fugitive methane emissions? Does Pennsylvania havd the resouices it needs to effectively site and

monitor construct¡on and operation of intrastate gas and liquids pipelines? Does Pennsylvania have the resources

to defend its citizens from predatory land access rights companies. These are needed services that should be

regulated by the state, but paid for by the gas industry.

Make no mistake - the public pays a price for Marcellus gas development. We are paying for the costs of orphaned

and abandoned gas wells now. Pennsylvania taxpayers will be paying for environmental damages that will accrue

long after the gas development is over. While there are operating companies in Pennsylvania actively producing

gas, we should ensure that our future will not be littered with more abandoned wells. We support legislation

establish a severance tax that fully addresses future needs of the Commonwealth. We support legislation which

would:

1. compensate agencies and municipalities for performing their duty to protect residents from nuisances

arising from gas well drilling and production;

2. adequately compensate the public for all the external costs of this industry;

3. provide funding to compensate for long term environmental damage, while also protecting the state's

natural resources.

Sierra Club Southeastern Pennsylvania Group - 24Ol Walnut St . Philadelphia PA 19109
484-753-3581 www.sierraclub.org/pennsylvania/southeastern
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Thank you, Chairman Sturla and members of the committee for allowing me to join you today. Special

thanks to Representative Dean for hosting us here in Abington. I appreciate being included in this
important discussion.

l'm David N. Taylor, President of the Pennsylvania Manufacturers'Association, the century-old
Harrisburg-based statewide trade organization representing the people who make things here in the
commonwealth. Manufacturing is the engine that drives Pennsylvania's economy, adding over 582
billion in gross state product each year, directly employing more than a half-million Pennsylvanians on

the plant floor, and sustaining millions of additional Pennsylvanía jobs through supply chains,

distribution networks, and vendors of industrial services. Those high-value, family-sustaining
manufacturing jobs have above average wages and benefits, which is why Pennsylvania's decision-

makers should keep in mind the effect policy changes would have on this sector of our economy.

No matter what product is being made, manufacturers are taking raw materials or component parts and

going through a multi-state process to yield a finished good. ln doing so, they are almost always

deploying some kind of chemical process and consuming a large amount of energy. For some

manufacturers, energy is their most expensive cost input, which is why manufacturers require available,

affordable, and reliable energy.

Additionally, the natural gas byproducts of ethane, butane, propane, and natural gasoline are

themselves manufacturing inputs that can yield a very wide spectrum of consumer goods. Attached to
your copies of this testimony you will find an infographic on the value chain of ethylene, which is what
will be produced by the Shell plant in Beaver County using ethane.

ln short, there is an enormous opportunity in front of us if we choose to adopt a pro-production, pro-

development agenda in Harrisburg.

But right now I want to focus on the things I think we agree on:

¡ We all want more money for state government to meet public needs.
¡ We all want an improved educational experience for our students and young people.
¡ We all want more and better jobs for our workers, with rising wages and greater earning

power.

¡ We all want a growing population for Pennsylvania and to keep our young people here.
o We all want more affordable energy for consumers, especially poorer citizens whose power

bills use up a larger percentage of their income.
o We all want energy independence for the United States and for the U.S. to have more

leverage against Vladimir Putin and other foreign powers that work against our national
interests, our allies, and our shared values of individual liberty and representative self-
government.

The good news is we have a way to make significant progress toward those goals together.

Mr. Chairman, I know you remember our friend Pete DeCoursey, God rest his soul. Pete once said of
me, "Dave Taylor doesn't want his manufacturing members to pay another ten dollars in business

taxes." To which I responded that I would be GRATEFUL for my members to pay additional BILLIONS in

taxes lF AND ONLY lF that represented increased profitability on the same scale.



I do not envy you legislators the difficult task of balancing the state budget under current conditions,
where you repeatedly face the choice between raising taxes or cutting spending.

I would suggest the way forward is broad-based, sustained economic expansion that brings in higher

revenues to the Commonwealth. When more people are working, when businesses are more profitable,

when new businesses are coming into existence - all of those positive actions yield increased revenues

from existing taxes at their current rates.

So the question then becomes, How do we achieve that? Which brings us to the subject of today's
hearing.

When it comes to competitiveness, the total cost of doing business is the key factor, not whether a state

has one particular kind of tax.

While Pennsylvania does not have a severance tax, we do have an impact fee. ln other states with a

severance tax, it is applied to natural gas, coal, oil, aggregates, ores, timber, and any other resource

taken from the earth. Also, states with a severance tax almost always have an abatement period, an

initial time during which the tax is not collected so the producer can recoup capital expenses.

I would argue that the impact fee is superior to a severance tax because it is owed as soon as a well is

drilled, not until after production begins, an abatement period has concluded, and sales have

commenced. Pennsylvania's impact fee has distributed over a billion dollars to communities across the
commonwealth.

But as I mentioned, the more important question is the total cost of doing business. While Texas has a

severance tax, Texas has no corporate net income tax and no personal income tax. Texas also has in

place a vast modern network of pipelines, an expedited permitting process, meaningful limits on lawsuit
abuse, and other pro-growth, pro-production policies.

Pennsylvania's manufacturers need energy to power our facilities. Pennsylvania's manufacturers want
Marcellus Shale feedstocks of ethane, butane, propane, and natural gasoline for petrochemical

manufacturing. We have these resources in Pennsylvania but because of an outmoded pipeline system

that is pointed toward the Gulf of Mexico, we can't get the volumes we need from one part of
Pennsylvania to another.

Just back in December, Braskem USA chose Texas over southeastern Pennsylvania for a 5500 million

capital investment because of a lack of pipeline capacity to access those natural gas byproducts AND a

lack of confidence in DEP's willingness to approve a new pipeline within a reasonable time period. We

missed out not only on a half-billion dollars of production capacity but all of the economic dynamism

that would have come from it in the years ahead. ln fact, new capital investment in American energy
production is proceeding at a very rapid rate, with tens of billions of dollars going in to the Gulf Coast

states. But that investment is not coming to Pennsylvania at anything approaching that rate, which

brings me to my next point.

Sometime last year, I was on a PCN call-in show and one caller said of Pennsylvania's natural gas, (l'm
paraphrasing) "lt's here, the energy companies have to come here to get it, and I don't care when it
comes out of the ground." To which I responded that I did care when it came out of the ground because

lwouldpreferthatitwouldhappeninmylifetime. Becauseuntilhumansbringitupoutoftheearth,it



has no utility to us. By harvesting that resource, we create wealth. We create opportunity for further
creation of wealth by deploying it for electricity, home heating, and power for factories.

At PMA, we are not shy about what we want: we want every last rivet of infrastructure, every last BTU

of energy, and every dollar of investment and economic growth for this industry here in Pennsylvania.

Because if we can maximize domestic energy production and connect it to our industrial, commercial,
and residential consumers, it can be Pennsylvania jobs all the way down. Jobs on the well-pad, jobs at
the steel mills making the plate that goes to the pipe-making facility to be made into pipeline, jobs for
the operating engineers and steamfitters and boilermakers who assemble and service those pipelines,
jobs at the manufacturing plants, jobs at the refineries, even potentially jobs at the shipyard making the
vessels that would carry Pennsylvania energy products and manufactured goods to new markets

overseas.

I mentioned Vladimir Putin earlier, who I think we can all agree is a KGB thug, oligarch, and would-be
Tsar who murders his opponents, snuffs out free speech and independent media, and has dangerously
interfered in America's political processes. Putin's regime runs on the foreign capital brought in from
energy commodities, particularly natural gas. The Russian state utility GAZPROM gives Putin
disproportionate influence in central and western Europe because of the dependence those nations
have on Russian energy. lf Putin is unhappy, he can turn off the spigot and let them freeze in the dark.

By selling American liquefied natural gas (LNG) to Europe, we can de-fund Putin AND loosen his political
grip on those nations. Air Products in Allentown is a global leader in LNG and has a manufacturing plant
in Wilkes-Barre that makes the gear used in liquefication. Or I should say it DID because the news came
just this week that the Wilkes-Barre plant is going to be closed.

lmagine if state policymakers had committed to a pro-production energy agenda starting in 2008 when
the Marcellus Shale was discovered, accelerating perm¡ts for pipelines, building an inventory of available
sites for development, focusing on an energy hub on the Delaware River to include LNG. But we haven't
done that. We didn't do that. And as we saw with Braskem and we now see with the Luzerne County
plant, the opportunity for truly dynamic, transformational growth may be slipping away.

lf we want to bring manufacturing jobs back from China, Pennsylvania needs to bring to bear the
maximum advantage of domestic energy and petrochemical manufacturing inputs. That's why obsessing
about a new, additional tax on energy production is so self-defeating. New businesses, higher earnings,
new jobs, and rising wages will bring in the money state government needs at existing rates lF we
optimize policy for economic growth and prove to investors that we want them to come here.

lf the goal is to suppress or prevent the growth of the energy industry, then demanding higher taxes
now is a good way to do that. lf the goal is to balance the state budget, fund our schools, lower heating
bills, and provide more and better jobs for the working people of Pennsylvania, then we need to have a

different conversation.

Please know that the business community wants to be part of that conversation with you. As I said at
the outset, I believe we share many - even most - of the same goals. Pennsylvania is my home, the land
of my ancestors going back to before the Revolution. A hundred years ago, Pennsylvania coal, steel, and
rail ruled the world. Energy production is our chance to bring that back.

Thank you for listening, and I will do my best to answer your questions.
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