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EXECUTIVE SUMMARY

Introduction

Pennsylvani& & 2F0Sy 06SSy RSAONAOGSR | & QuksBongsfonly R 2 Sadé
elevenstates thatdo not limit campaign contributionand K S A G §SQa 2yt Ay S OF YLI Az
database is not fully searchable or sortable, so thsg¢arch for ontributions from a particular interest

that might takeminutesin another state could take hundreds of hours in Pennsylvéysa result of

these two failures failure to limit campaign contributions, and failure to make this information truly

accessible big political donors wield extraordinary influence over the political process in Pennsylvania,

even as theyace relatively little scrutiny asompared tomanyother states.

The Natural Gas Boom

Thenatural gas industrgave £.85million to political cardidates in Pennsylvanibetween 2001and
March 2010 andit spent $.2 million on lobbyingsince Pennsylvania began requiring lobbyist
reporting in 2007* Spending in both categories has spiked since 2008 as new drilling techhiayee
enabled the industy to more fuly exploit the Marcellus Sha(&ee chart op.5). This spike also comes
as the industry is seeking to defeat a proposed severance tax on natural gas extraction, defeat a
moratorium on drilling in stat®wned lands, defeat or delay toughendgronmental regulations, and
keepinformation about exactly what mixtures ohemicals are used in natural gas extraction secret.
With enough natural gas to fuel domestic demand for at least 10 yeansl a curent market value
estimated at more than $frilliont the Marcellus Shale has enabled the industry to promise a maedern
day Gold Rush for the state.

CKA& &aiGdzRé GNF O1&a (GKS SEGSy( afdits siidess ilrgpililgiza G NBE Q& I A
expanding operations in the state before the potial for environmental damage fronritling has been

fully studied.Pennsylvaniand New York arthe only major natural gas producing state that does not

tax the extraction of this finite natural resource. Revenues from the severance taxes leviedrin oth

states are used to fund environmental protection, infrastructure repair, and proper regulation of drilling.

On the lack of a severance tax in Pennsylvania, Department of Conservation and Natural Resources

{ SONB G NE W2KYy vQiite #dnidyethe Nifzé€nS of this State e BeRg played for

chumpst’©Or as a spokesman for Chesapeake Energy, which has 519 well permits in Pennsylvania, told a
NELRZ2NISNI AY wnnds 28 3t Rte LIe | &aSOHSNIoxkOS G+ E
FYR t Syvylaet gl yal of

AmodernRI 8 D2t R wdzaK Ay | adlFdS gAGK G2AftR 2Sadé¢ OFY
combination. Without a severance tax, how will Pennsylvania pay to mitigate environmental damage,

maintain and expand local infrastture, and cover other costs that result from drilling? And without
FTANIKSNI addzRe 2F (GKS SYOANRYYSydGlt O2yasSljdSyosa 2
and the possible risks to human health, how can we know how great this cost will be?
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A Bonanza of Lobbying & Campaign Contributions

.8ft26 A& I AdzYYFINER 2F GKAA&A &adGdzReQa 1Se& FAYRAy3IaSd

1 Drillers have a clear favorite in the 2010 gubernatorial racRepublicarTom Corbett,
recipient of $861,207, with 93% ofthese contributions comingince January2008.Among the
candidates on the Democratic side, Dan Onorato was the top recipient with $59,300, followed
by Jack Wagner with $44,550oe Hoeffel received a singlentribution of $2,00Grom the
industryin 2004 while running for the U.S.r&ge, buthas receivedothing since.Democratic
candidate State SeAnthony Williams received no contributiofrem the industry, as did
Republican candidate State Rep. Sam Rohrer.

1 The biggest single donor by far was S.W. Jack Drilling witirillion in contributionst an
amount that comprisesnore thana third of the industry total of $85 million over the last ten
yearsh ¥ { ®2 & WI O] 9@ONG\canie XroffBCB@ Chiiistine TdreRi. P o

1 Gov. Ed Rendelas number six on the list of top recipientsith $84,100 Rendell has been a
leading proponent of a severance tdut has also called himséifK S Ay Rdza i NE Qa a0 Sai

1 Among recipients that could identified as belonging to one of the two major pa8#sépf
industry contributionsvent to canddates and committeethat could be identified as
Republicar($2.28 million, while 16%went to candidates and committegkat could be
identified as Democrati$428,000)

1 ¢ KS Ay RuualiobbEirg &xpenditures have roughly tripled in the last thrgears from
$579,000 in 2007 to $885000 in 2009And from the last quarter of 2009 to the first quarter of
2010,lobbying expendituresosefrom $421,000to $716,000

1 Severalof the contributors identified in this studyhavegivento multiple candidates in the
Hnamn 32 O S.IRGF exhlipke, oMNI2/0689, Consol Energy CEO J. Brett Harvey gave $5,000
to Tom Corbett, then gave $5,000 to Dan Onorato on 12/2378m 200910, the Range
Resources PAC gave $16,416 to Tom Corbett, $5,000 to Jack Wadr5s,Q00 to Dan
Onorato.

T ¢KS o0 blé& @2GSa Ay Gaddling nodearbir®dn stkdWD&Iand LI aal 3S
took on average.4 times as much moneffom the industry ($162,400 total, $4,923 average)
as did the 42 csponsors of the bill ($60,650tl, $1,444 average).

A complete list of industry contributions and lobbying expenditures may be obtained from the Common
Cause Education Fund by contactikgplan@commoncause.org
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CAMPAIGN CONTRIBUN® AND LOBBYING EXBETURES

How has the natral gas industry been so successful in achieving its legislative and regulatory goals in
Pennsylvania victories thatallowthe industry to avoid paying a severance tax, open up pulietyed
lands for drilling, minimize environmental protection, and ewalisclosure of exactly what mixtures of
toxic chemicals are begnused in hydraulic fracturingiavo of their most powerful tools have been

campaign contributions and lobbying expenditures.

CAMPAIGN CONTRIBUNBD

The natural gas industry ma&2,853,896in campaign contributions to Pennsylvania candidates
committees, and PASbetween 1/1/01 and 3/29/10. This total includes contributiorfeom twenty-

three drilling companies (with a combined 2,418 well permits), two natural gas pipeline companies
involvedin partnerships with Marcellus drillerand one trade group (the Pennsylvania Independent Oil

and Gas Associatiaf)

The graph below details the upward trend in campaign contributions from 2001 to 2009. 2010
Cycle 1 data has been left out of the grashit represents only onfourth of the year A significant
increase in giving can be seen from 2005 to 201dxidiing inthe Marcellus Shale expanded.
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Analysis

The relative dearth of industry contributions leading up to the 2002 gubernatoriali@e@Republican
Mike Fisher receivedaB,000 and Democrat Ed Rendell $10,000 in1208) reflects therelativelack of
interest in Marcellus Shale drilling prior to 20@Hdsuggestsi KS A y Rdza i NB Q&
dramatically increased campaign contritmris. The spike in 2006 is due to the gubernatorial race

between Republican Lynn Swann, who receiv@sll00 from the industryand Democrat Ed Rendell,
who received 83,500 of his total$84,000 from the industry from 20G5roughthe 2006 general

3
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election And while Rendell may not have been drillers favorite candidate during the election, he
received a $25,000 contribution from onedimstry CE@mmediatelyafter winningin 2006¢ the timing
of this donationsuggestingan attempt to gain access and influes, as opposed thelping Rendell win
anotherelection,since hewas termlimited ard unable to run again in 2010.

More than half of theb691,000contributed in 2009 went to the three frontrunners in the 2010
gubernatorial race Republican Tom Corbett (82,000), Demorat Dan Onorato ($59,000), and
Democratlack Wager ($9,000%iven the increasing development of the Marcellus Shataritbe said
GKFG GKS adlryO0S 2F tSyyaetglyAiAloa ySEG I20SNyYy2NJ
Gov.R¢g RSt f Qa o

Topl10natural gasindustry donorsfrom January2001- March 20L0

Company # of well permits Contributions
S.W. Jack Drilling 0 $1,002000
East Resources 283 $427500
Dominion 36 $323,800
CNX GafConsol) 89 $270,800
SenecaResources 59 $201,000
EQT 79 $192,700
Snyder Bros. 28 $144,700
Indep. Oil & Gas Association of R - $77,800
Chesapeake Energy 519 $58,400
Range Resources 405 $52,300

Profiles of Top 5 donors

1. S.W. Jack Drillings based in Indiana, PA, and is the largest priydteld landbased drillig
company in The United States, providing services to exploration and production companies in the
AppalachianBasin. 9h / KNAAGAY S ¢2NBGGA QA ($995008camplse  OF Y LI A
more than a third of the natural gdsy Rdza 0 NBE Q& G20 f RQL0.PeSngyaniat O y A I
Gov. Mark Schweiker appointed her as his representative on the Interstate Oil and Gas Compact
Commission, and she chaired the campaign of 2006 Republican gubernatorial nominee Lynn Swann.
She iurrently one of foulPennsylvania Stat8ommitteemembersn the Republican National
Committee. Toretti was married tdJniversity of Arizona basketball coach Lute Olsonkasdalso
made contributiongdlzy RS NJ 0 KS y I YS QnM&NREO[iTaeiSinnbuhcd@tyatb ¢
{®2d WFEO|l dg2ddZd R 0SS fAljdZARFGAYI AGA 2LISNFGAYy3 |
within the energy industry and other innovative realivs

2. East Resources headquartered in Warrendale, PA, and has 1.25 milliorsamfreand holdings.
Founded in 1983 by Penn State graduate Terrance M. Pegula, East Resources owns and operates
more than 2,500 wells in Pennsylvania, New York, West Virginia, and Chicagmnipa@ywebsite
emphasizes thaé longterm presence in thdlarcellus Shale areé & 0 NR dzZ3KG G NBt | (A 2y
landowners and industry partners to allow East to move quickly and efficieriifkih & Sy RS @2 NJpé
The personal contributions of Terrance Pegula and his wife, Kim, ($373,000) amo8% tf the
industyQad G2GFt O2yGNROdziA2ya AYy tSyyaet dlyal o

3. Dominion Corpgs a multifaceted power and energy company based in Richmond, Virlfitiide its
natural gas production division, Dominion Exploration and Power, was sold for $3.48 billion to
Consol subsidiary CNX<Gan April 30, 201@he companywebsite states thaDominion
¢ NJ Yy & Y X @z deNgRiesdn the Appalachian region will focus on investmésisrounding]

Ay
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the significant amount of new gathering and pipeline infrastructure that development of the
Marcellus formation will demand} ¢

4. CNX Gass headquartered in Pittsburgh, PA, and hesses foi230,000 acres in the Marcellus Shale
formation. Consol Energy has 83% ownership stake in@&Xand CEO Brett Harvey recently
aidl dSR / 26d® th@emaining pudli¢li mded shares not in its contrBIA fundraiser
F2NJ {GFGS wSLI® ¢AY2(GKe {-2ashidgtorcounty)nvasveaently Bogtedli S
08 G/ 2yaz2f 9YSNHRYI® /b -D!{t! /& 2V

5. Seneca Resourcés awholly-owned subsidiary of &tional Fuel Gas Corporation aoferates
approximately 2,500 wells in northwestern Pennsylvania and western NewStarkca has drilling
rights to more than 700,000 acres in northern Pennsylvania, including 18,000 acres of state forests,
and plans to sped $1.3 billion digging 365 new wells over the next three yéars.

Top 25 recipients of industry contributions fromanuary2001- April 2010

Name Amount Current PA role Description
11Rr Corbett, Tom $361,207 | Attorney General 2010RepublicarGowernor candidatefor Governor
2 |R Swann, Lynn $351,263 | - 2006RepublicarGowernor candidatefor Governor
3 President Pro Tem of Senate,
R | Scarnati, Joseph $105,075| Sen. Pres. & Lt. Gov.| Past chair of Labor and Industry & Sen. Maj. Polic
4 IR Fisher, Mike $98,386 | - 2002RepublicarGowernor candidatefor Governor
5 R | LallyGreen, Maureen | $86,610 | - Past Justice PA. Superior Court
6 D | Rendell, Edward $84,100| 20022010 Gov. Current PA Governor
" |p Onorato, Dan $59,300| Allegheny Cnty. Exeq 2010Democraticcandidde for Governor
8 R | Reed, Dave $57,042 | House Chair, AppropriationSubcommittee on Fiscal Polic
9 R | White, Don $47975 | Senate Chair, Banking and InsuranCemm.
10 D | Wagner, Jack $44,550| Auditor General 2010Democraticcandidatefor Governor
11 |1 g Corman, Jake $33,840| Senate Chair, Appropriation€omm.
12 R | Jubelirer, Robert C. $32,200] - Lt. Goernor of PA 20012003
13 D | DeWeese, Bill $29,400| House Past Dem. & Majority Leader
14 R | Turzai, Mike $25,900| House House Minority Whip
15 R | Orie, Jane Clare $24,000| Senate Vice Chair, Rules and Executive Nominat®asim.
16 | R Pippy, John $21,200| Senate Chair, Majority Policy Comm.
17 R | Smith, Samuel $17,600| House House Minority Leader
18 Ran unsuccessfully for House in 200
R | SnydesStarr, Rebekah| $18,750] - All donations from Snyder Bros. executives
t19 R | Peters, Joe $15,000] - Unsuccessfully pursued 2004 GOP Attorney Gen.
t19 2010Republican candidate fdit. Governor
R | Beiler, Chet $15,000] - Unsuccessfully pursued 20GOPAuditor Gen.
21 | R Melvin, Joa Orie $13363 | St. Supreme Ct. Just,
22 D | Stout, Barry $12,650| Senate
23 | R Tomlinson, Robert $12,600| Senate Vice Chair, AppropriatiorSomm.
24 Senate MajLeader
R | Pileggi, Dominic $12,000| Senate Chair, Rules and Exgitve Nominations Comm.
25 Chair, Environmental Resources & EnéZgynm.
R | Pyle, Jeff $11,920| House Subcommittee on Mining
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LOBBYING EXPENDITSRE

In 2007, Pennsylvania became one of the last states to require lobbyists to report their expenditures and
the issues on which they haveén lobbyingFrom January 2007 through March 2010 the industry

spent $4,244,732 on lobbying state government officialBhis graph shows the rapid rise in lobbying
expenditures by the natural gas industry since reporting began.

Industry Lobbying Expenditures, Jan. 200Mar. 2010
$800,000
$715,985
$700,000 —
$600,000
$500,000 $476,979 $505,648
$421,700
$400,000
$303,418 $393.838 $332,735
$300,000
$200,000 $224,419%-.$200.156 5
$100,000 $145,480 $136.841
$-
2010 2009 2009 2009 2009 2008 2008 2008 2008 2007 2007 2007 2007
QL Q4 Q3 Q2 QI Q4 Q Q@ QI Q@4 Q3 Q Q1

Top 5industry lobbying expendituresfrom 20072009

Company # of well permits | Contributions
Dominion 36 $831,699
Range Resources 405 $492,974
EQT 79 $485,243
Chesapeake Energy 519 $377,319
Spectra Energy n/a, Pipeline $338,303

Many of the drilling companies this study are members of the Marcellus Shale Coalititnmissioris

¢to address issues wittegulators, government officials and the people of the Commonwealth about all
aspects of drilling and extracting natural gas from the Marcellus Shale fomd8¢The Marcellus Shale
CGoalition first registered to lobby in 2010 and spent $205,00@Qih2010.
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NATURAL GAS AND TMBRCELLUS SHALE

The Marcellus Shqlc_e contains the _Iarges e B
natural gas deposit in North America an
the secondargest in the wrld. Most CANADA Lake Ontario

experts agree that the Marcellus Shale NEW YORK
contains 250 to 500 trillion cubic feet of

extractable natural gas, an amount that
could serve domestic needs for over 10

years at currentevels ofUnited States PENNSYLVANIA
demand. Ma cellus Shale ,

Historically far more readily distribution pughoevie
a008aaro8820K2Yi SRE % | “

i OHIO Hicko

sources, such as natural gas fields, havi [ ry NEW
been the focus of drilling productioiut JERSEY
recent advancem drilling technigues
haveallowedproduction companies to WEST DELAWARE
profitably invest in the extraction of V\/r VIRGINIA
natural gas frontt dzy O2 Yy @Sy (i A KenTUCKY
a2dzNOSaé¢ adzOK Fa
whichisalayer of shale rock between VIRGINIA A O
4,000 and 8,000 feet underneath ‘
Pennsylvania, New York, West Virginia, R i
and Ohiab’é ./J NORTH CAROLINA

Given thamatural gas use fm-{ L eotith Association of Pelroleum Gealogists Wiiles 700

produces roughly half themount of

carbon dioxide, nitrogen oxides, @mther greenhouse gases do oibased fuelsthis methanebased

resourceh & aSSy o0& Ylye I|a Iy AWY LI2KNSD FFyAE Kaih Nnag & A OYAA20y TH
the dominant norassociated natural gas fields exist in Russia and the PersiasiGuificant political

and economic incentivg coupled with public pressure to achieve energy independehaeedriven

interest inMarcellus Shale drillingRising prices have also played a part2000, the price for a

thousand cubic feet (MCF) of nal gas was $2.60n mid-2008 the price rose as high &0.82/MCF,

generating furtheiinterest in the profit potential of the Marcellus Shaland whilethe recessiordrove

the MCF cost to as low as $2.92 in September 2009, a recovering econompgdtedxo raise prices

and further spur the need for domestic drilling. The February 2010 price was $4.84/MCF.
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DRILLING IN PENNSXNYA

. Marcellus Shale Formation

Source: Marcellus Shale Coalition, pamarcellus.com

The Marcellus Shale exists underneath forty 8fyPy & & f @ | -séveh ddunties, Aoktetirdy most of the
western and northeastern pasof the state. The Pennsylvania Department of Environmental Protection
expects 5,200 permit applications foravtellus Shale drilling in 201b From 2005 to the present, the

DEP has received 3,908 Marcellus Shale permit applications, issued 3,479, and déhied 14.

It is the Pennsylvania Department of Conservation and Natural ResqC&iR)hat regulatedease
agreements for drilling.About 95% ofirilling in the state takes place on private laid®ennsylvania law
dictates that land owners who lease drilling rights to production companies are entitled to a 12.5%
royalty with the potential for a bonus and highayalty rate achieved through negotiatiotdowever,

of the 2.1 million acres d?ennsylvania state forest lan@92,000 acres havelreadybeen leased to
production companies for natural gakilling (1.6 million acres of state forest lie above 22% of the

& 0 I $h&&aitheMarcellus Shale)The 20092010 budget mandated that thBCNRaise $60 million

be fSFraAy3a aarasS F2NBad tFyRz Ly OG5/ bw aSONBGL
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DRILLING @QERVIEW

| HYDRAULIC FRACTURMR®CESS

Hydraulic fracturing,a process developed by Halliburton and first used in Oklahoma in 1948&dg0

drill for natural gafrom unconventonal sourcesn which the natural gas is not readily accesstbi@he

hydraulic fracturingorocess commonly referred2 | & & FisNiBe®tb forgdHiill éontaining

proppants,mostoften in the form ofsand into very small fissures in the shale rock, enlarging the

fissures and freeing the natural gas for extractids the pressure is relaxed and the fluid is witwn,

the sand proppant remamlodgedn the fissure to allow the gas to flow from the shale rock and up the

well. Water isthe primary carrier of the sand, but a proprietary mix of chemicals is added to thedluid

serve a variety of other purposes, dissed on the next pagederd CNJ O1 Ay 3 Cf dzA Rdé
Hydraulic fracturing involves turning the well horizontal at the depth of the shale tyikally

50 to 200 feet thick in the Marcellus Shale. Ehiglatively new technique thatllows operators to

spou several wells from one location that together hanereasedaccess t@ bed of shaldelow an

area as large as one square mile accomplish this with vertical wells it was previously necessary to

drill in multiple locationsmaking drillingzerticall for natural gas in shale rocklativelyunprofitable’

Courtesy of ProPublica

































