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1892, the 102sd Coagress passed the Energy Policy Act,
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reliance on foreign oll. The new President, many believed,
would promete natural gas development through exscutive
order or ralemaking under the new statuts. Ineranaed pro-
duction of *clean-buming® natural gas, coupled with a plan
to decrease relinnes on forelgn #il, was one of the fow con-
cepts on which historical antagenists like the energy in-
dustry, envirormentalists and could agree. Be-
sides, Mr. Clicton's pitch had the sdded advantage of at
loast, peeming ke it was a key esmpossnt of o Clinton eco-
nomic plan.

Production Decline d
Gas producers in particular wers alss given somowhat
higher expectations. By 1993, domestic producers and wall
operators had experienced more than a decade of wide-
spread pessimism concerning the future of natural gas pro-
duztion. Although decontrol of wellhead gas prices had been
completed, large accumulations of gas had become more dif-
fleult o find, Poor returns in exploration ned developemant
programs and marginal wells had cut the appesl of natural
Ens ns an investeant. In 1992, the active “rig count® was
less than 800 for the first time since national record-kesp-
ing bagan in 1840. In the same year, sccording to the Con-
gressional Research Service, about 10,000 guns wolls ware
drilled nationally compared with cver 13,300 in 1881, In
the late 19708 end early 1980s, 21,000 to 27,000 wells per
year had been drilled in search of natural gas.
Pennaybrania production tracked the notional decline, In
the last ten years, ofl and gas well drilling has dramatically
decreased, According to the Papnaylvania 04l and Gas As.
socation, in 1993, approximately 400 wells were drilled in
Pennsylvania compared with 4,400 in 1985. Employment
in the extraction segment of the industry decreased from
5,600 people in 1985 ta 2,900 in 1992— nearly hall, Data
from Pennsylvania® Department of Environmental Re-
sources shows that between 1991 and 1993 alone there was
& Ta percont reduction in the number of gas walla deilled.
0] wall drilling during the sams period fall off 72 percent.
In recent testimony concerning foreign oil imports be=
fore the U8, Department of Commerce, Mike Giglott, Presi-
dent of the Independent Oil and Associstion of Penneylva-
nin (10GA), called the situation in Penneylvania & “serisus
depreaaien”. He and sther prodecers asked the Commerce
Depuriment to recommend that President Clinton “declars
an smergency regarding the domestic oil and gas industry.”
An Mr, Giglott pointed out, the low wellhead prico of ail
and gas in Peninsylvania is kept bow by the price of imported
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the vast majority of natural gas prodused in Pennsybvania,”
he continued, “have the ability to switch from nataral gas
to fuel oil.™ The price of fuel ol is in torn “ted almoat di-
recily” to the cost of imported cruds oll. Mr Giglotti also
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emphasized that over 80 percent of Pennaylvania il and
mwﬂhwud:hmwﬂm or *stripper”™ wells (less than 10
barrels per day or 60 mef per day). Although not fully de-
pleted of their resarves, thess wells are ssldom economic
due to the high costs of production relative to low wellhead
prices. IOGA figures shown that, in fact, Penneyivanis walls
:fﬂrlauhntlmnmbma] perday (ail) and less than 20mel
(o).

Administration “Initintives”

Despite the initial enthusiasm for stimulating produc-
tion, and the fact that Title 20 of the Energy Policy Act of
1892 givea the President wide-ranging Nexibility to mct, the
Clinton Administration has done little about implementing
its "aggressive natural gas substitution palicy.” It has stud-
ied but not proposed or pushed measures to encournge pro-
duction or remove mirulntnrg impediments to exploration,
The Administration has

* Froposed through the Department of Energy
(DOEbut done Litthe about—the purchass and
for conversion of G000 federal Neet vehicles us-
ing nataral gas;

* Announced in Decembor of lnst year a broad “ini-
tiative” through DOE under the Bush Adminis-
trations” Energy Pelicy Act to stimulate produe-
tion and lessen UL5. dependernce on foreign oil,
including “review” of tax incentives for produoc-
tion; and

* Discussed lifting the 1973 ban on xport of oil
frem the Morihern Slope of Aleaka (which could
stimulate California exploration and production),

Reacticn from I.hap-rndut.-hun side of the indostry has been
mixed. to Cathy Van Way, Himrl:; Counss] for
the House Committes on Energy and Commerss, the Ad-
ministration has done *virtually nothing™ to stimulate ex-
ploratien and production of available gas resoarces, Pro-
ducers have alss been disappointed by the Treasury
Department’s failore to propose solid tax eredits for mar-
ginal oil and gas wells or advanced exploration, drilling (in-
chading off ghore) and production technigues,

FProducer Tax Credits

In June, President Clinton met with over 50 members of
Congreas from oil and gas producing stotes in what has besn
described o & “listening session™, Most in attendanece were
disappeinted The President did say he favored ending the
waxport bon on Aloskan Merth Slops oil provided that ita
transport on 1.8, tankers would not breach international
irnde agreemenis. He nlso paid ho *might support™ tax ered-
its for the operation of marginal or stripper gas  and oil

In fact, producer tax incentives are probably the most



